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Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Risk."Vbu  must  size  up  each  situation  precisely. 

No  matter  what  kind  of  risks  your  business  faces,  Corroon  &  Black  can 
help  you  afford  them.  We've  developed  some  very  sophisticated  techniques 
that  forecast  future  losses  and  quantify  appropriate  risk  retention  levels.  This 
enables  us  to  give  better  advice  on  the  best  way  to  finance  your  risks. 

It's  the  kind  of  e  :pertise  you'd  expect  from  one  of  the  top  business 
insurance  brokers  in  Li  =»  world.  So,  contact  us.  We'll  show  you  there  are  ways 
to  face  risks  without  tak  ig  too  much  of  a  chance. 

Cl  RROON  &  BLACK 

Putting  'nsurance  risks  into  perspective. 

Wall  S  ret  Plaza.  New  York.  N.Y.  10005  •  212  363-4100 


We  took  21  seats  out 
to  put  more  comfort  in. 

KLM  gives  the  international  business  traveler 
a  better  Business  Class. 


Now  KLM  gives  the  international  business  traveler 
more  comfort  to  more  places  with  more  service.  We're 
ding  the  Dutch  TbuchSM  to  make  a  better 
•aness  Class. 

More  comfort 

m  Ve  took  21  seats  out  of  every  one  of  our  747-Bs— to 
n  .  more  legroom  in.  So  you  have  more  room  to 
"a  .  h  out  and  get  comfortable.  Wiggle  your  toes. 
'    ^ss  your  legs  as  you  cross  the  ocean. 

our  better  Business  Class  is  more  than  just  a 
"  t  has  separate  cabins  that  are  really  quiet— 
youver  *  i?t  some  work  done.  Or  iust  relax. 

to  more  places 

KLM  offers  Business  Class  to  more  places  around  the 
world  than  any  other  airline.  Now  you  can  fly  our  bet- 
ter Business  Class  to  Amsterdam— and  from  there  to 
Kenya,  South  Africa,  the  Middle  East  and  to  most 
destinations  in  the  Far  East. 


with  more  service 

In  our  better  Business  Class,  you'll  not  only  find  more 
room  for  your  legs,  but  more  comforts  for  the  rest  of 
you.  Free  drinks,  free  wine  and  free  earphones  for 
music  or  movies.  And  a  choice  of  special  Business 
Class  meals.  With  your  free  drinks,  you  get  a  Delft- 
design  ceramic  coaster— part  of  a  collection  of  12. 

And  for  extra  comfort,  a  hot  towel  before  your 
meal— and  cozy  slippers  to  slip  into  later. 

from  live  U.S.  cities. 

No  matter  where  you  live  or  do  business,  you're  never 
too  far  from  KLM.  We  fly  all  747s  nonstop  to  Europe 
from  five  major  U.S.  cities:  New  York,  Chicago,  Hous- 
ton, Los  Angeles  and  Atlanta. 

So  the  next  time  you  fly  on  inter- 
national business,  fly  KLM,  the  air- 


traveler.  Call  your  Travel  Agent 
or  KLM. 


Royal  Dutch  Airlines 
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119  Cover  Story:  Far 
from  monolithic,  Ja- 
pan's auto  industry 
may  be  the  only  truly 
entrepreneurial  force 
operating  in  the  auto- 
motive world  today. 


36  As  a  big  auto  and  truck  suppli- 
er, Fruehauf  should  be  in  trouble. 
Why,  then,  is  Bob  Rowan  worried 
about  a  takeover? 
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ing is  the  investment 
opportunity  of  the 
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56  Wilbur  Mills:  "This  is  i 
coming  from  me,  maybe. 
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The  way  of  the  '80s  calls  for 


The  traditional  family- 
wage- earning  dad,  stay-at-home 
mom,  two  kids— today 
accounts  for  only  seven 
percent  of  all  U.S.  households. 


Millions  upon 
millions  of  men  now 
actively  participate  in 
running  the  home.  On  top 
of  that,  almost  one-and-a-half 
million  dads  raise 
children  alone. 


TV  GUI 


AARKETING. 


The  number  of  women 
putting  off  marriage  for  an 
education  or  career  has 
risen  70  percent  in  the 
last  decade.  Men  aren't 
rushing  up  the  aisle,  j 
either.  Over  17  million 
people  now  live  alone. 


An  advertising 
solution. 


Faced  with  today's  multitude  of  new  markets 
and  audiences,  advertisers  have  been  trying  narrow 
demographic  targeting  in  both  print  and  broadcast. 
The  trouble  is,  if  your  media  emphasis  stops  there, 
huge  chunks  of  potential  customers  are  overlooked. 

By  limiting  your  target,  you  limit  your 
sales. 

The  solution  is  intermarketing:  reaching 
all  the  various,  narrowly-defined  demographic 
groups  that  make  up  your  total  target 
audience. 

TV  Guide  makes  this  new  concept  work. 
TV  Guide  delivers  your  principal  audience  by 
the  millions — be  it  young  dual  audiences, 
women  18-34,  traditional  families,  two-paycheck 
households,  whatever.  And  besides  this  phe- 
nomenal key  audience  support,  TV  Guide  goes 
on  to  give  you  your  secondary  audience,  your 
tertiary  audience,  etc.  TV  Guide  gets  to  the  entire 
spectrum  of  your  prospects,  reaches  the  whole 
intermarket  as  no  other  magazine  can. 

That's  because  the  people  who  interest  you 
are  interested  in  television  and  the  way  TV  Guide 
writes  about  it  — from  concerned  parents  respond- 
ing to  our  articles  on  tv  violence  to  affluent 
young  people  checking  our  reports  on  the  latest 
home  electronic  technology  to  working  couples 
who  rely  on  our  programming  features  to  make 
their  viewing  time  more  rewarding. 

All  in  all,  TV  Guide  delivers  over  42  million 
involved  adult  readers.  With  the  largest  in-home 
readership  of  any  magazine.  And  the  speed  to 
market  that  you  once  expected  only  from 
broadcast. 

Get  all  your  sales  with  the  marketing  concept 
of  the  '80s.  Sell  to  today's  intermarket  in  TV  Guide. 


REACH  YOUR  INTERMARKET. 
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The  grass  is  greener . . . 


Not  so  long  ago  our  offbeat  columnist, 
psychologist-market  analyst  Srully  Blot- 
nick,  wrote  a  column  wherein  he  told 
how  most  people  tend  to  overestimate 
their  own  problems  and  underestimate 
those  of  others  (Forbes,  Feb.  2,  1981 ).  He 
took  pairs  of  people,  seemingly  identical 
in  business  and  circumstance  and  asked 
each  what  he  or  she  thought  of  the  other. 
In  every  case,  the  respondents  replied: 
"Boy,  do  I  envy  him  [or  herj  that  easy 
life."  The  people  he  studied  only  knew 
their  own  anguish;  they 
didn't  sense  that  of  oth- 
ers. Apparently  the  same 
is  true  of  countries  and 
cultures.  Jim  Cook,  our 
veteran  Executive  Editor, 
recently  spent  weeks  talk- 
ing to  Japanese  automen, 
visiting  their  plants  and 
analyzing  their  strategy. 
His  finding?  That  while 
Americans  tend  to  think 
our  auto  industry  is  devas- 
tated and  the  Japanese 
auto  industry  is  trium- 


phant, the  Japanese  have  quite  a  diff 
view.  They  see  poor-little-us-ags 
great-big-you.  They  are,  in  short,  n 
as  apprehensive  in  their  automotive 
cess  as  we  are  in  our  severe  autom 
setback. 

Says  Cook:  "They  may  have  reas 
be  nervous.  Their  strengths  are  obv: 
but  so  are  their  limitations."  Even 
robots  (see  picture)  are  U.S. -made 
whose  grass  is  really  greener?  The  ai 
starts  on  page  1 19. 


Close-up  of  a  robot  on  the  Nissan  production  line 


Ebbs,  flows  &  eddies 


For  easier  reading  we  have  revamped  our 
visual  presentation  of  the  Forbes/Wilshire 
5000  Review.  In  presenting  this  index — 
which  measures  the  entire  universe  of 
stocks,  not  just  a  selected  group — we  are 
helping  the  reader  go  beyond  daily  surface 
reporting  on  the  market  and  get  a  feel  for 


what's  really  going  on.  Assistant  Mai 
ing  Editor  Paul  Sturm  writes  the  text 
Wilshire's  computer  in  Santa  Mon 
Calif,  describes  for  ours  in  New  York 
ebbs,  flows  and  eddies  among  5, 
stocks  over  the  most  recent  fortnight, 
page  187. 


Down  under 


When  Steve  Forbes  and  I  interviewed 
Australian  Prime  Minister  Malcolm  Fra- 
ser  in  Canberra  recently,  none  of  us  was  at 
his  best.  We  had  been  traveling  since  6 
a.m.,  and  now  it  was  almost  midnight.  I 
was  suffering  a  severe  head  cold,  Steve 
was  suffering  the  loss  of  most  of  his  bag- 
gage and  Fraser  was  suffering  fatigue  from 
a  long  day  of  flying  and  politicking.  Nev- 
ertheless, we  came  to  life  and  listened 
with  great  interest  as  this  rancher- 
turned-politician  told  how  he  cooled  Aus- 
tralia's  overheated  economy  and  helped 
set  the  stage  for  a  mining  boom  that's 
going  to  give  Australia  healthy  economic 
growth  this  year — one  of  the  few  industri- 
al nations  in  that  position.  Why  did  we 
visit  Australia?  We  wanted  to  find  out 
whether  American  companies  were 
smart  to  pour  billions  of  dollars  into  this 
small  (in  population)  country,  and  we 
wanted  to  learn  more  about  an  economy 
that  had  been  pulled  back  from  crushing 
federal  deficits  and  near-explosive  infla- 
tion by  a  conservative  victory  at  the  polls. 
Our  conclusions  start  on  page  43. 


Our  excellent  contacts  in  Austr 
owe  much  to  our  long  acquaintances 
with  James  D.  Wolfensohn,  execu 
partner  in  New  York's  Salomon  Brc 
ers.  Jim's  a  big  wheel  in  Wall  Street 
an  ornament  to  his  profession:  A  cla 
cal  music  buff,  he  is,  on  the  side,  ch 
man  of  the  board  of  Carnegie  Hall 
was  reportedly  among  the  front  runr 
to  succeed  Robert  McNamara  at 
World  Bank  late  last  year  and  he's  pla 
a  big  part  in  trying  to  keep  Chry: 
afloat.  But  Jim's  a  Sydney  boy,  bom 
bred,  and  if  his  life  is  in  New  York  th 
days,  part  of  his  heart  is  still  in  Austra 
Almost  every  personality  we  met  th 
asked  after  him  and  spoke  admiringl 
him.  Jim  Wolfensohn  is  a  credit  to 
profession  as  well  as  to  his  native  lan 
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STEADY  AHEAD 

With  a  modern  diversified  fleet  of  72  vessels, 
OSG  transports  oil,  coal,  iron  ore,  grain  and 
other  bulk  commodities  to  ports  around  the 
globe. 

OSG  is  the  only  public  company  engaged 
exclusively  in  bulk  shipping  in  both  the  U.S  and 
worldwide  markets. 

Over  the  past  ten  years,  earnings  per  share 
have  grown  at  a  compounded  rate  exceeding 
20%  annually.  In  1980,  the  Company's  net  in- 
come exceeded  $79  million. 


Our  ability  to  sustain  a  steady  growth  in 
earnings  has  been  due  primarily  to  a  chartering 
policy  strongly  favoring  medium-  and  long-term 
contracts,  and  to  continuing  fleet  expansion. 
Eight  new  vessels  currently  on  order,  for  delivery 
through  early  1983,  will  raise  OSG's  fleet  to  80 
vessels  aggregating  6.8  million  deadweight  tons. 

We  would  be  pleased  to  send  you  a  copy  of 
our  1980  Annual  Report  containing  a  description 
of  our  industry  and  detailing  the  results  of  our 
operations. 


1114  Avenue  of  the  Americas,  New  York,  NY  10036/Tel:  (212)  869-1222 


Trends 


Edited  By  John  A.  Conway 


Who  gets  the  windfall? 

A  pool  of  more  than  $2  billion  will  be 
lying  in  Uncle  Sam's  vaults  this  year 
waiting  for  crude-oil  producers  to  come 
and  get  it — which  will  be  no  easy  task. 
The  money  is  a  by-product  of  the  Wind- 
fall Profit  Tax  Act  of  1980,  which  re- 
quires buyers  of  crude  to  withhold  sums 
to  cover  taxes  on  extra  profits  resulting 
from  decontrol  of  oil  prices.  (President 
Reagan's  total  scrapping  of  controls 
should  make  the  bonanza  even  bigger.) 
The  complexity  of  the  rules  used  to  fig- 
ure a  refund,  however,  could  discourage 
many  producers  from  even  trying,  ac- 
cording to  James  Weimer,  chairman  of 
Price  Waterhouse's  petroleum  service 
group  in  Dallas.  In  addition,  Weimer 
says,  "because  these  rules  are  so  new, 
most  companies  have  not  had  time  to 
develop  computer  programs  to  take  full 
advantage  of  refund  possibilities."  To 
help  out,  Price  Waterhouse  has  devised  a 
handy-dandy  piece  of  software  it  calls 
WPT/80.  This  is  designed  to  help  meet 
reporting  requirements  and  also  to  take 
maximum  advantage  of  refunds  due  from 
overpayment  of  the  tax.  This  last  can 
spell  real  money.  Speaking  from  his  own 
experience  with  clients,  Weimer  cites 
one  case  where  "it  was  discovered  that  a 
relatively  small  company  had  overpaid 
the  tax  by  more  than  $900,000."  And,  he 
adds:  "I  believe  this  won't  be  an  unusual 
case  at  all." 

The  four-legged  hucksters 

Basil  Brindley,  a  Dublin  horseman  and  ad 
agency  chairman,  has  posed  a  potential 
problem  for  the  U.S.  Jockey  Club,  guard- 
ian and  final  arbiter  of  American  Thor- 
oughbred horseflesh.  Brindley  has  just 
leased  six  of  his  Killeen  Castle  Stables 


horses  as  pure-blooded  billboards.  Two 
fillies  have  been  let  to  General  Motors, 
which  has  named  them  Opel  Rekord  and 
Opel  Kadett;  one  to  an  Irish  distributor 
who  has  dubbed  the  animal  Toshiba 
Technology;  another  to  Dublin  hotelier 
Tony  Heaphy  that  will  race  as  Listowel 
Arms.  The  remaining  two  will  run  under 
Brindley's  own  colors,  as  Advertise  and 
Public  Relations.  For  their  money  (about 
$12,000  a  year),  the  lessors  will  see  their 
steeds,  complete  with  brand-name  blan- 
kets, run  in  10  of  the  300-odd  races  he- 
land  stages  yearly  on  its  28  racecourses. 
Naming  Thoroughbreds  for  promotion  is 
strictly  off-the-turf  in  this  country,  but  a 
few  years  ago  England's  Jockey  Club  and 
Ireland's  Turf  Club,  which  govern  such 
matters  there,  relaxed  their  rules.  Brind- 
ley is  not  first  (a  horse  named  Schwep- 
pervescence  ran  in  England  a  year  or  two 
ago),  but  no  one  has  tried  it  on  his  scale. 
The  Jockey  Club's  problem  will  be  what 
to  do  if  one  of  the  brand-emblazoned 
animals  should  show  up  at  a  U.S.  starting 
gate.  "We'd  have  to  change  the  horse's 
name,"  says  the  Jockey  Club's  Alfred 
Garcia.  Before  that  happens,  he  plans  to 
check  with  his  opposite  numbers  across 
the  Atlantic  and  to  bring  up  the  subject 
at  a  meeting  of  international  racing  au- 
thorities next  month. 

Minimizing  the  minimum 

Raising  the  minimum  wage,  a  perennial 
labor  goal,  can  hurt  more  than  it  helps, 
says  Walter  Wessels,  an  economics  pro- 
fessor at  North  Carolina  State.  In  a  report 
just  published  by  the  American  Enter- 
prise Institute,  the  conservative  think 
tank,  he  points  out  that  employers  often 
react  by  trimming  fringe  benefits,  em- 
ployee training  and  working  conditions. 
In  some  cases,  the  professor  says,  a  boost 
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in  the  minimum  can  kill  year-end 
nuses,  cut  vacations,  profit-sharing,  si 
discounts  for  retail  workers  and,  in  si 
cases,  coffee  breaks.  One  area  wl 
such  countereconomies  can  be  part) 
larly  severe,  Wessels  notes,  is  in  the  1 
food  industry,  where  average  emplc 
turnover  is  about  300%  a  year. 


Friends  and  enemies 

Broadcasters,  under  pressure  horn 
new  conservative  groups,  the  Moral 
jority  and  the  Coalition  for  Better 
have  picked  up  an  unexpected  ally.  Pe 
Charren,  president  of  Action  for  C 
dren's  Television,  told  a  meeting  of 
program  executives  in  New  York  t 
ACT  was  launching  a  grassroots  natic 
campaign  to  drum  up  petitions  aga: 
what  she  termed  the  "censorship 
tics"  of  the  new  groups.  President  Cl 
ren  has  been  one  of  commercial  1 
loudest  and  severest  critics  since  A 
was  formed  in  1968  and  her  name  se 
most  program  directors  and  adverti: 
running  for  cover.  Nonetheless,  she  t 
the  assembled  broadcasters,  ACT  st 
foursquare  against  the  efforts  of  the  IV 
al  Majority  and  its  allies.  Their  plan 
put  pressure  on  sponsors,  in  her  view 
"a  censorship  crusade  that  threatens 
free  exchange  of  ideas  in  a  free  sociel 
She  also  emphasized,  however,  that  A 
would  continue  to  fight  for  programm 
for  children  that  was  "designed  for  s 
cific  age  groups."  Then,  in  words  t 
must  have  sent  a  chill  through  her  bro 
caster  audience,  she  added  that  A 
wanted  those  programs  "presented  w 
out  commercials." 


Betting  stands  at  Ireland's  Fairyhouse  Races 
Ahorse  or  afoot,  there'll  always  be  an  adman. 


High-level  pain 

A  name  on  the  door  means  more  tha: 
Bigelow  on  the  floor.  It  also  means  he 
aches.  An  informal  survey  of  ad  ager 
presidents  and  corporate  chief  exei 
tives  by  Sandoz  Pharmaceuticals  fou 
that  90%  of  the  CEOs  and  80%  of 
admen  suffered  headaches,  compa; 
with  an  estimated  70%  of  lesser  mort£ 
The  New  Jersey  manufacturer  of  p; 
relievers  also  checked  doctors  and  p 
chiatrists  and  while  Dr.  Craig  Burrell 
vice  president,  concedes  that  the  sur\ 
might  not  be  statistically  valid,  he  saic 
does  provide  "a  fairly  accurate  indicati 
of  what  is  occurring  in  four  import; 
groups  in  our  population."  (Sandoz  a 
vassed  500  in  each  category  and  gol 
more  than  25%  response  overa 
Among  the  CEOs,  many  said  they  £ 
headaches  two  to  four  times  a  wee 
eight  out  of  ten  of  the  sufferers  to 
some  kind  of  over-the-counter  remee 
Many  of  the  ad  agency  chiefs  saw  a 
rect  connection  between  their  jobs  a 
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Why  small  copiers  quit. 


You  overwork  them. 

Not  intentionally,  of  course.  It's  just  that  you 
may  have  no  idea  how  many  copies  you're  making 
every  month 

So  you  may  not  even  know  you've  pushed  your 
small  copier  past  its  limits  until  it  starts  giving  you 
poor  quality  copies.  Or  no  copies  at  all. 

But  you  can't  really  blame  the  small  copier.  It's 
built  for  small  work  loads. 

What  you  can  do  is  get  the  bigger  small  copier. 
The  Minolta  EP520.  A  plain  paper  copier  with  the 
capacity  for  big  jobs. 

It  was  designed  to  take  options,  so  it  can  grow 
as  your  business  grows.  You  can  get  a  document- 
feeder  and  a  sorter.  Or  a  counter  that  tells  how 
many  copies  you've  made. 

And  Minolta's  exclusive  micro-toning  system 
assures  rich  contrasts  and  crisp,  clear  copies.  Edge 
to  edge,  and  corner  to  corner  On  any  kind  of  paper 
up  to  ll"x  17". 


It  even  lets  you  know  about  trouble  before  it 
happens,  with  a  self-diagnostic  system  that  tells 
you  when  it  needs  service.  And  what  kind  of  service 
it  needs. 

So  get  the  Minolta  EP520,  and  give  yourself  a 
break.  Before  your  small  copier  gives  you  a  breakdown 

For  a  bigger  small  copier,  call  toll-free  800-526-5256. 
In  N  .J . ,  calj201  -797-7808.  For  your 
authorized  Minolta 
dealer,  look  for 
our  trademark 
in  the  Yellow 
Pages. 

The  EP  520. 
Your  Next 
Copier.  ' 


The  Midsize  Corporation's 
Only  Sensible  Banking  Decision: 
Focussed  Financing. 


Businesses  between  $20  and 
$200  million  have  very  special 
I  borrowing  needs  that  the  Big 
Bank,  with  its  facade  of  "Per- 
sonal Attention."  often  cannot 
[satisfy.  In  contrast,  U.S.  Trust, 
New  York's  smallest,  hence  most 
I  focussed  money  center  bank, 
specializes  in  seeing  that  middle- 
size  corporations  no  longer  need 
|  settle  for  middling  service. 

For  the  specifics  on  our  individu- 
I  alized  approach  to  corporate  needs, 
please  write  or  call  C.  William 
Steelman,  Senior  Vice  President, 
United  States  Trust  Company  of 
New  York,  45  Wall  Street.  New 
|York,  N.Y  10005  (212)  425-4500. 


US-Trust 


When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


Now  European  tradition 
has  a  new  address.  Dallas. 

Trusthouse  Forte,  Europe's  grandest  hotelier,  has  just  opened  its  first 
hotel  in  the  Southwest. 

Inside,  you'll  find  a  quiet  elegance  reminiscent  of  the  great  hotels  of 
Europe,  a  fine  continental  restaurant  and  24  hour  coffee  shop,  a  lux- 
urious night  club,  and  room  service  available  24  hours  a  day. 

Then  step  outside,  and  you're  in  the  spectacular  Plaza  of  the 
Americas  atrium.  Featuring  restaurants,  exclusive  shops,  a  health  club 
and  a  beautiful  ice  skating  pond. 

Plaza  of  the  Americas  Hotel,  Dallas.  For  reservations  call: 
1-214-747-7222.  Or  toll  free:  1-800-223-5672. 

PLAZA  OF  THE JPMVERKAS  HOTEL 

650  N.  Pearl,  Dallas,  Texas  75201  mm    In  the  European  Traditi<  in  of  Excellena  t 


Trends 

their  pains.  Doctors  also  scored  a  hj 
83%  on  the  headache  meter,  and  wh 
very  few  bothered  to  see  a  fellow  ph> 
cian,  40%  took  prescription  drugs 
relief.  Psychiatrists  fared  better  tn 
their  medical  colleagues.  Their  scorei 
the  survey  was  67%  and  a  third  said  th 
used  no  medicine  at  all,  either  becai 
they  didn't  get  headaches  or  bccai 
they  preferred  remedies  like  relaxati 
and  self-analysis.  Physician,  heal  thysc. 


One-letter  man 

When  the  shareholders  of  the  Rowe  Pr 
New  Horizons  Fund  assemble  in  Bal 
more  in  a  few  weeks,  they  will  fi 
something  different  on  their  ageni 
Along  with  the  routine  election  of  din 
tors,  approval  of  auditors,  etc.,  this  yea 
annual  meeting  will  be  asked  for  a  vc 
"to  amend  the  Fund's  Articles  of  Ino 
poration  to  add  the  letter  'T'  to  t 
Fund's  name."  The  idea,  according  to 


77  Rowe  1'nce 
To  the  letter. 


Kirkbride  Miller,  principal  executive  ol 
cer  of  T.  Rowe  Price  Associates,  t 
fund's  investment  adviser,  is  to  have 
the  Price  funds  carry  the  full  name 
their  founding  father,  who  left  the  ent 
prise  more  than  15  years  ago  (and  w 
set  up  some  of  the  T-less  entities  hit 
self).  Miller's  advertising  experts  ha 
recommended  that  all  the  funds  bear  t 
same  monicker  (only  one,  the  Grovy 
Fund,  now  does)  and  they  thought  th 
the  "T."  would  bring  them  added  reex 
nition  value.  The  proposal  to  the  stoc 
holders  was  made  without  any  consult 
tion  with  the  original  Mr.  Price  (who 
83),  and  he  apparently  couldn't  care  le; 
"I  think  they're  crazy,"  he  says.  Tl 
"T.,"  incidentally,  is  for  Thomas. 
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A RYDER 
TRUCK  LEASE 
SAVES  US 

$250000 A  YEAR. 

AND  WE'RE 


MORE  LIQUID 


On  December  13  Ryder  received 
an  unsolicited  letter  from  Kurfees  Coat' 
ings,  Inc .  out  of  Louisville,  Ky. : 

"We  are  an  architectural  paint 
manufacturer,  marketing  to  retailers  m 
sixteen  states.  In  early  1977,  we  leased 
Ryder  tractor/trailer  units  to  replace 
regional  warehouses  using  common 
carrier  to  serve  our  customers.  Through 
a  series  of  dedicated  route  k  peddle  runs' 
weekly,  our  service  to  customers  has 
significantly  improved.  Orders  are  re' 
ceived  more  timely;  products  are 
fresher  due  to  increased  turns 
of  fewer  inventories;  less  damage 
and  no  more  hassle  over  claims. 
"As  for  cost  reduction, 
we  experienced  an  immediate 
reduction  of  over  $150,000  in 
inventory.  In  the  first  fully  operational 
year,  distribution  r 
expense  dropped  in 
excess  of  $100,000." 

When  our  customers  can  write 
ads  for  us,  we  must  be  doing  something 
right.  Like  maintaining  trucks  better 
than  anybody  in  the  business.  With  a 
coast'  to '  coast  network  of  company 
owned  truck  service  centers  to  handle 


repairs,  24  hours  a  day,  7  days  a  week. 
With  a  large  inventory  of  substitute 
trucks.  With  fuel  provided  by  Ryder  at 


a  low  rate  with  no  retail  markup.  And 
with  everything  included  in  the  lease 
rate  so  there  are  no  expensive  surprises. 
Ryder  rents  and  leases  trucks  in  the  U.S. 
and  Canada.  In  the  U.S.  call  toll'free 
800'327'1575.  Or  mail  coupon  now. 

TRY  A  RYDER  TRUCK  LEASE 
FOR  90  DAYS  WITH  NO  RISK. 

Ryder  has  a  way  you  can  arrange  for  a 

90'day  trial  truck  lease.  If  you  take 
advantage  of  this  offer  and  you're  not 
completelynappy  with  Ryder  service,  you 
just  pay  for  the  time  you  used  the  truck  and 
you  walk  away  clean. 

Ryder,  Tin  not  signing  up  for  anything  yet, 
but  I  certainly  want  to  know  more, 


Company  J^ame 


Address 


Oty/State/Zip 


Phone 


1? 


Mail  to:  RyderTruck  Rental,  Inc. 
Harmon  Hoffmann,  President 
PO.  Box  520816 
Miami.  Florida  33152 


Follow^Ihrough 


NOW 
AIR-INDIA 
HAS  NO 
FIRST  CLASS 
SEATS  TO 
LONDON. 

JUST 
SLUMBERETTES. 

No  extra  cost.  Just  extra  comfort. 
Because  now  every  Air- India 
First  Class  seat  is  a  Slumberette. 
And  Slumberette  seats  are  just 
the  beginning  of  Air- India's  First 
Class  service. 

We  only  have  16  seats  in  First 
Class.  Which  means  you  get 
more  room  and  comfort. 

You  also  get  truly  good  food 
(including,  if  you  wish,  your 
choice  of  Indian  cuisine),  caviar, 
champagne,  vintage  French 
wines,  stereo  music,  movies. 

And  simply  superb  Indian 
service. 

Service  that's  typically  Indian. 
Service  that  leaves  you  refreshed, 
relaxed,  serene. 

In  fact,  Air-India's  First  Class 
service  is  so  good  that,  even 
though  you  can  sleep  your  trip 
away,  you  might  prefer  to  stay 
awake. 

See  your  travel  agent  or  cor- 
porate travel  department.  Or 
give  us  a  ring. 


Who'll  keep  the  books? 

When  New  York,  biggest  of  the  40,000 
U.S.  cities,  suddenly  found  itself  on  the 
edge  of  bankruptcy  in  1975,  a  fresh  clam- 
or arose  over  the  accounting  methods 
used — or  misused — by  municipal  book- 
keepers. Last  year,  Forbes  (Mar.  .->',  1980) 
asked:  "Why  not  require  states  and  mu- 
nicipalities to  convert  their  books  to  cor- 
porate generally  accepted  accounting 
principles  like  those  General  Motors  and 
other  companies  use?" 

The  problem  then  and  now  is  not  just 
what  rides  should  govern  government  ac- 
counts but  who  should  write  them.  Even 
without  New  York,  something  obviously 
was  amiss.  When  Coopers  &  Lybrand, 
tor  instance,  checked  27  cities  that  had 
outside  audits,  it  found  only  8  with  what 
the  CPAs  call  a  "clean  ticket"  and  60 
departures  from  generally  accepted  ac- 
counting principles  among  the  others. 
Standard  &  Poor's  bond-rating  service 
put  out  a  policy  statement  last  May, 
warning  that  it  wanted  timely,  audited 
financial  statements  and  that  their  ab- 
sence could  hurt  a  government's  rating. 

The  past  12  months  have  seen  a  new, 
major  effort  to  create  a  separate  board  to 
set  financial  standards  for  governments, 
something  many  public  accountants 
want  and  private  ones  do  not.  The  pri- 
vate sector's  Financial  Accounting  Stan- 
dards Board,  long  a  vehement  opponent, 
gave  in  last  March  and  agreed  to  take 
part  in  creating  such  a  body,  and  in  Feb- 


ruary an  exposure  draft  was  broadca 
a  presumably  waiting  world.  Public  1 
ings  will  be  held  in  May,  and  Ro 
Points  of  the  U.S.  General  Accoun 
Office  and  the  GASB  organizing  c 
mittee  expects  that  by  year's  end 
new  board  will  be  set  up  with  a 
million  budget — half  from  the  pri| 
sector,  the  rest  from  various  public 
counting  groups.  (No  one,  public  or 
vate,  wants  federal  funds  and  its  ai) 
dant  strings,  and  Points  thinks 
GASB  won't  need  appropriations  f 
any  government.) 

Points  could  be  a  voice  crying  in 
wilderness.  The  FASB  did  help  with| 
new  proposal,  but  on  the  day  the  e 
sure  draft  was  published,  its  Stam 
Conn,  headquarters  issued  a  four-j 
commentary  reiterating  its  reservat 
and  bristling  with  warnings  of  conf 
ing  standards,  second-guessing,  co 
sion  and  "redundant,  duplicative,  co 
and  potentially  less  effective  efforts.' 

The  fate  of  the  GASB,  however, 
more  likely  be  decided  not  by  rhet 
but  by  money.  Paul  Pacter  of  the  F/ 
who  is  also  one  of  the  GASB  organiz 
says  he  can't  see  the  private  sector  pc 
ing  up  anything  like  the  half  of  the  ! 
million  that  Points  is  banking  on, 
though  he  thinks  that  private  CPAs 
probably  ante  up  some  money.  On 
public  side,  organizations  like  the  I 
nicipal  Financial  Officers  Associat 
the  state  financial  officers'  group, 
League  of  Cities  and  the  National  Go 


THE  AIRLINE  THAT'S  DIFFERENT.  AND  BETTER. 

400  Park  Ave..  New  York.  N.Y.  10022. 
Toll-free  numbers:  Continental  U.S.  800-223-7776: 
N.Y.  State:  800-442-8115;  in  N.Y.  City:  (212)  751-6200 
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New  York's  Mayor  Ed  Koch  struts  his  stuff 
Why  is  this  man  dancing? 
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YOU  CANT  CONTROL 
LABOR  COSTS. 

YOU  CANT  CONTROL 
MATERIAL  COSTS. 

YOU  CANT  CONTROL 
FUEL  COSTS. 

BUT  YOU  CAN  CONTROL 
YOUR  BOTTOM  LINE. 


THE  DATA  GENERAL  ECLIPSE"  SYSTEM: 

IT  DELIVERS  WHAT  OTHER 
COMPUTER  SYSTEMS  MERELY  PROMISE. 

These  days,  one  doesn't  have  to  sit  through  many 
board  meeting  postmortems  to  know  that  Alka-Seltzer'"  and  not 
champagne  is  the  order  of  the  day. 

just  a  casual  perusal  of  the  morning  papers,  or  the  nightly 
news  reveals  the  toll  budget  cuts,  inflation,  deregulation,  increased 
competition,  decreased  productivity,  taxes  and  a  whole  host 
of  other  factors  are  taking  on  today's  senior  executives'  psyches. 

But,  if  you're  looking  for  the  leverage  to  positively 
affect  your  bottom  line  in  this  fiscal  year,  all  is  certainly  not  lost. 

We're  Data  General — a  global,  700-million- 
dollar  corporation  and  vital  supplier  of  computers 
to  77  of  FORTUNE'S  top  100  companies.  Our 
credo  is  more  performance  for  less  money  without 
compromising  any  of  the  elements  we're  famous 
for:  compatibility,  reliability  and  support  second  to 
none.  And  an  obsessive  dedication  to  providing 
ulcer-free  service.  But  don't  just  take  our  word  for  it. 

E.F  Hutton  said,  "Our  Data 
General  distributed 


information  system  quietly  revolutionizes  the  way  our  account 
executives  do  business.  Not  only  is  access  by  them  to  online 
information  faster.. .more  sales  support  information  is  available  at 
their  fingertips  than  ever  before." 

Warner  Communications  said,  "Our  savings  since  the  in- 
stallation of  the  Data  General  system  is  well  over  $2,500,000." 

Stanley  Hardware— A  Division  of  The  Stanley 
Works: "Data  General  has  vastly  improved  our  order  processing 
efficiency  and  control. 

Saab-Scania  of  America:  "The  system  uptime  is  virtually 
100%.  Instantaneously  we  can  search,  find  and  allocate  emer- 
gency parts  orders  from  any  Saab  location  in  the  U.S.,  making 
our  Data  General  system  the  key  compo- 
nent of  our  customer 
service  network.'  And 
the  accolades  continue. 

If  you  want  the 
competitive  edge  to  not 
just  survive  the  eighties 
but  flourish,  be  sure  to 
have  your  Data  Process- 
ing Personnel  contact 
our  local  office  or  write 
to  Data  General, 
4400  Computer  Drive, 
Westboro.Mass.01580. 
We  believe  we  have  an 
ECLIPSE  Distributed 
Data  Processing  System  per- 
ectly  suited  for  vour  needs. 


c  I'M  l)al,iC'.fner,ilCor|)ot.ilion  KCI  .IPS I 
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i  w  Data  General 


How  Western's  diversified  services  benefit  firms  with  diverse  operations 


WI  used  to  think  you  only  called 
temporary  help  services  for 
secretaries  and  receptionists?' 


A  large  company  with  diverse  opera- 
tions often  requires  a  variety  of  temporary 
personnel  to  handle  special  projects  and 
substitute  for  absent  employees.  For  such 
firms,  Western's  wide  spectrum  of  tem- 
porary help  services  can  be  a  valuable  re- 
source. Ask  Jim  Murphy,  merchandiser 
and  account  executive  for  the  Coca-Cola 
Bottling  Co.  of  California,  Oakland 
branch. 

"Western's  been  able  to  fill  every  job  order 
we've  given  them  so  far,"  says  Murphy. 
"And  our  supervisors  are  impressed  that 
they've  been  able  to  get  qualified  help  in  as 
little  as  an  hour  and  a  half.  We  don 't  have  to 
spend  our  time  interviewing.  We  just  pick  up 
the  phone  and  know  we'll  get  someone  who 
can  handle  the  job." 

Over  the  years  Murphy  and  the  plant's 
supervisors  have  found  Western  to  be  a 
convenient  personnel  bank  they  can  rely 
on  for  clerks  and  secretaries,  marketing 
people,  security  guards,  quality  control 
engineers,  warehouse  helpers  and  account- 
ants —  to  name  a  few. 

"For  example"  Murphy  recalls,  "before 
we  contacted  Western  we  were  having  prob- 
lems recruiting  dependable  people  for  our 
coupon  promotions.  I  was  really  beginning  to 
feel  frustrated . . .  stoie  managers  were  com- 
plaining that  our  people  weren't  showing  up 
. .  .the  whole  thing  just  wasn't  working  out. 

"  Then  one  of  our  managers  heard  about 
Western's  marketing  people.  We  decided  to 
try>  them  as  coupon  distributors.  And  you 
know,  their  professionalism  helped  make  the 
promotion  a  success.  It  kept  the  store  manag- 
ers happy,  too." 

Working  with  one  mulufaceted  tempo- 
rary help  service  rather  than  with  several 


Jim  Murphy,  Account  Executive  for 
Coca-Cola  Bottling  Co.,  Oakland,  Ca. 


has  advantages  other  than  convenience. 
As  Murphy  points  out,  "The  continuity 
means  that  our  company's  requirements  are 
better  understood.  With  Western  we  feel  our 
needs  are  known  without  even  putting  them 
into  words" 

It's  the  personnel  know-how  of  West- 
ern's managers  that  makes  the  difference. 
They  recruit  actively  and  innovatively, 
test  carefully,  interview  thoroughly  and 
assign  selectively  to  provide  you  with  a 
skills  supermarket  you  can  depend  on. 
No  matter  what  kind  of  temporary  help 
you  want — clerical,  marketing,  medical, 
technical,  industrial  or  security  —  you 
can  feel  confident  you'll  get  the  best  from 
Western.  Call  today.  Ask  for  our  free  bro- 
chure "30  Ways  to  Use  Temporary  Help 
from  Western."  We're  in  the  white  pages. 
200  offices  worldwide. 


Follow-Through 

nors  Association  have  no  money  for  s 
purposes  and  have  said  so.  As  for  govi 
ment  appropriations,  prying  money 
of  50  states  and  40,000  cities  seen: 
political  pipe  dream.  (This  could  add 
tent  fuel  to  the  idea  of  letting  the  F^j 
with  its  $8  million  budget,  set  evl 
body's  standards.) 

Anthony  J.  Mottola,  national  chairr 
of  Coopers  &  Lybrand's  municipal 
counting  practice,  personally  le 
toward  the  FASB  view.  (The  firm  itse 
in  the  process  of  charting  a  formal  sta 
"During  the  past  five  years,"  he  Si 
"there  have  been  substantial  stride; 
the  quality  of  standards  and  in  com 
ance  with  them,  but  we  still  need  a  sir 
standard-setter."  The  GASB  could  j 
that  role,  but  Mottola  is  not  sure  it  is 
only  or  the  best  solution.  For  one  thing 
notes,  like  the  FASB's  Pacter,  that  no 
has  made  a  commitment  toward  that  ] 
posed  $2.5  million  budget.  Another  fac 
is  what  he  calls  the  "turf  problem."  1 
new  board,  for  example,  will  need  a  c; 
fully  defined  mission  to  handle  poten 
conflicts  between  its  standards  and 
FASB's.  Then  there  are  the  governi 
mayors  and  other  officials,  or  what  IV 
tola  delicately  terms  "the  political  in 
ests."  These,  he  points  out,  tend  to 
proach  the  accounting  table  primarily 
preparers  of  the  books  and  have  less  c 
cem  with  the  needs  of  the  businessn 
who  will  use  their  numbers. 

Meanwhile,  what  about  New  Yc 
whose  troubles  helped  cause  all  the  fu 
This  year,  Mayor  Edward  Koch  has  ac 
ally  presented  a  balanced  budget  i 
what's  more,  the  numbers  are  accep 
as  real.  "They're  certified,"  adds  Cor 
troller  Harrison  (Jay)  Goldin,  a  referei 
to  the  fact  that,  since  1976,  Peat,  M 
wick,  Mitchell  has  audited  the  cii 
books  and  they  are  kept  according  to 
sacred  generally  accepted  account 
principles.  For  the  first  time  since  19 
Standard  &  Poor's  has  pinned  an  invt 
ment-grade  label  on  the  city's  bonds,  £ 
Koch  and  Goldin  are  triumphantly  pi 
ging  a  $75  million  issue.  Moody's,  i 
other  big  rating  house,  has  damper 
things  a  little  by  insisting  that  New  Yc 
paper,  despite  the  progress  and  the  r 
numbers,  is  still  not  a  "desirable  inve 
ment."  ("Moody's  is  moody,"  v 
Koch's  response.) 

The  fate  of  the  Government  Accou. 
ing  Standards  Board  could  be  settled 
the  no-double-standard  arguments  tl 
will  fill  the  air  in  May's  public  hearin 
Or  GASB  could  wither  for  lack  of  sta 
up  money,  or  because  of  a  feeling  tl 
perhaps  the  worst  troubles  of  mumci] 
bookkeeping  are  over.  But  at  least  t 
accounting  profession,  government  a 
private,  is  moving  to  do  something. 


Western 

TEMPORARY  SERVICES. 

Corporate  Headquarters: 
101  Howard  Street 
San  Francisco,  California  94105 


Divisions:   Clerical  (Western  Girl)  Marketing  Medical   Technical  Industrial  Sentry  Santa  Photo 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  March  18, 1981 

$600,000,000 


American  Telephone  and  Telegraph  Company 

Ten  Year  1314%  Notes,  due  March  15, 1991 

Interest  payable  March  15  and  September  15 


Price  100%  and  accrued  interest  from  March  15, 1981 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  only 
from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers 


Bache  Halsey  Stuart  Shields 

Incorporated 

Blyth  Eastman  Paine  Webber 

Incorporated 

The  First  Boston  Corporation 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Morgan  Stanley  &  Co. 

Incorporated 

Bear,  Stearns  &  Co. 
Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


Dillon,  Read  &  Co.  Inc. 

E.  F.  Hutton  &  Company  Inc. 
L.  F.  Rothschild,  Unterberg,Towbin 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc. 

ABD  Securities  Corporation     Allen  &  Company     Atlantic  Capital 

Incorporated  Corporation 

Alex.  Brown  &  Sons  Daiwa  Securities  America  Inc. 


Goldman,  Sachs  &  Co. 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

Shearson  Loeb  Rhoades  Inc. 
Warburg  Paribas  Becker 

A.  G.  Becker 

Dean  Witter  Reynolds  Inc. 
Basle  Securities  Corporation 
A.  G.  Edwards  &  Sons,  Inc. 


EuroPartners  Securities  Corporation 
Ladenburg,  Thalmann  &  Co.  Inc. 


Robert  Fleming 

Incorporated 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc 


Kleinwort,  Benson 

Incorporated 


New  Court  Securities  Corporation    The  Nikko  Securities  Co.  Nomura  Securities  International,  Inc. 

International,  Inc. 

Oppenheimer  &  Co.,  Inc.         Wm.  E.  Pollock  &  Co.,  Inc.  Thomson  McKinnon  Securities  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc.    Wood  Gundy  Incorporated  Yamaichi  International  (America),  Inc. 


Readers  Say 


HOW  MUCH : 
SHOULD  I  PAY 

1  °  <  G  •  LD 


The  price  of  precious  metals  fluctuates 
on  a  day-to-aay  basis.  Yet,  you  can  al- 
ways be  abreast  o*  the  market  for  GOLD, 
by  calling  MANFRA,  TORDELLA  & 
BROOKES  —  the  reliable,  authoritative 
source  for  over  27  years.  Our  computer- 
ized price  list,  the  industry  standard, 
quotes  the  market  in  about  100  coins 
each  day  and  features  the  complete 
Krugerrand  family.  A  copy  is  yours  free 
along  with  our  pamphlet,  "Investing 
And  Collecting  Gold  Coins".  Start  an 
account  with  MTB  now  and  enjoy 
wholesale  prices  on  your  first  order  of  at 
least  10  ounces  of  Krugerrands  in  any 
denominations. 

THE 

KRUGERRAND 

FAMILY  OF  COINS 

The  World's  Best  Way  to  Own  Pure  Gold 

Call  (800)  223-581 8,  Ext.  1 5 
TOLL  (800)  223-0998,  Ext.  15 
FREE  (800)  221-9830,  Ext.  15 


Rockefeller  Center 

59  West  49th  St. 
N.Y.,  N  Y.  10112 
(212)  974-3455 


One  World  Trade  Center 

Concourse  Level  «151 
N  Y  .  N  Y  10048 
(212)  775-1440 


mmmm  _  Manfra, 
€2|3g>  Tordella  & 

Brookes,  Inc. 

No  Sales  Tax  on  Oul-ol-State  Shipments 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $30  □  3  years  $60 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  add  $5  a  year.  Orders  for  other 
countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  1001 1 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print ) 


New  Address: 


City 


Zip 


Date  of  Address  Change 


F3820 


Telltale  looks 

Sir:-  Re  "How  to  know  you're  growing 
older" (Fact  and  Comment.  Feb  16).  A  pa- 
tient recently  told  me.  A  few  years  ago,  the 
first  books  he  looked  at  in  a  bookstore 
were  sex  manuals.  Now  the  first  ones  he 
looks  at  arc*  on  hemorrhoids. 
— Steven  Lebrer,  M.D. 
New  York,  N.Y. 


We're  going  to  thrive 

Sir:  Re  "Trouble  in  the  Heartland"  fA/ar. 
16).  I  refer  you  to  a  noted  journalist  of 
another  age: 

"There   are    Croakers   in  every 
Country  always  boding  its  Ruin. 
Such  a  one  then  lived  in  [my  city], 
a  Person  of  Note.  This  Gentleman 
asked  me  if  I  was  the  young  Man 
who  had  lately  opened  a  new  Print- 
ing House:  Being  answer 'd  in  the 
Affirmative;  he  said  he  was  sorry 
for  me,  because  the  Expence  would 
be  lost;  for  [the  city]  was  a  sinking 
Place.  And  he  gave  me  such  a  De- 
tail of  Misfortunes,  now  existing  or 
that  were  soon  to  exist,  that  he  left 
me  half-melancholy." 
The  writer  was  Benjamin  Franklin,  the 
city  Philadelphia.  We  are  too  prone  these 
days  to  get  caught  up  in  the  percentage 
growth  game,  forgetting  about  underly- 
ing size,  strength  and  quality. 

We  out  here  in  the  Heartland  are  going 
to  survive.  And  not  only  survive,  we're 
going  to  thrive. 

I  hope  to  have  the  pleasure  of  seeing 
the  croakers  about  mid-America  come 
back  in  future  decades  looking  for  our 
coal,  our  water  and  our  markets. 
— M.  Brock  Weir 
Chairman, 
Ameritrust  Cotp 
Clevehmd.  Ohio 

Sir:  You  include  Pittsburgh  in  this  group 
of  ailing  cities.  But  Pittsburgh  is  under- 
going a  very  dramatic  change.  Some  $4.5 
billion  worth  of  private  investment  will 
occur  in  Pittsburgh  between  now  and 
1986.   The  Pittsburgh  unemployment 
rate  is  currently  at  7.2%,  which  is  be- 
neath the  State  of  Pennsylvania,  as  well 
as  the  U.S.  average.  Although  the  popula- 
tion has  declined  against  the  1970  fig- 
ures, the  work  force  has  grown  from  1 . 1 
million  to  1.2  million. 
—Jay  D.  Aldridge 
Executive  Director, 
Perm 's  Southwest  Assn. 
Pittsburgh,  Penna. 

Sir:  Our  state  was  the  only  one  that  lost 
population  since  1970,  but  your  Mar.  16 
cover  has  done  away  with  us  altogether. 


Are  we  to  be  called  Connecticut  Isl; 
We'd  prefer  Rhodecticut! 

— Peter  C.  Cotton 
East  Greenwich.  R I 


Environmentalist  al 

Sir:  Re  your  remarks  concerning 
Ronald  Reagan  National  Forest  cart 
(Mar.  16),  I  hate  to  see  the  good  vt 
"conservationist"  used  in  reference  ti 
"environmentalist." 

A  conservationist  is  interested  in 
vention  of  soil  erosion,  forest  man 
ment,  protection  of  wildlife,  etc.,  to 
end  that  the  soil  will  produce  more  cr 
the  forests  more  and  better  lumber 
that  the  wildlife  will  not  be  destroyet 
exploitation. 

An  environmentalist  merely  wi 
land  and  their  resources  placed  in  a  c 
freeze — preferably  forever.  God  g 
man  the  earth  to  use,  not  abuse.  Nor 
is  abuse. 
—Paul  E  Paps 
Hamilton,  Ohio 


A  draft  would  do  U.S.  goo* 

Sir:  You  have  called  several  times  f« 
resumption  of  the  draft,  but  I  believe  1 
I  am  more  productive  learning  the 
and  outs  of  Wall  Street  at  the  pres 
time  than  I  would  be  in  the  armed 
vices.  If  our  national  security  were  be 
threatened  I  would  gladly  enlist,  bi 
truly  believe  that  I  am  doing  this  cour 
more  good  by  learning  the  market. 
— Kacey  Konars 
Columbus,  Ohio 

You'd  learn  much  in  a  year's  ser\ 
stint — and  our  national  economy  as  wet 
security  is  threatened  because  we  don't  b 
a  draft  — MSF 


Old  idea 

Sir:  Your  Mar.  16  Fact  and  Comment  s 
gests  using  West  European  highways 
runways  for  aircraft. 

Did  the  man  who  wrote  that  re« 
think  it  through? 
— Roy  W.  Nettleton 
Salamanca,  N.Y. 

Sir:  This  idea  is  already  proven.  In  Wc 
War  II,  the  Germans  used  their  magn 
cent  autobahns  for  many  of  their  squ 
rons  near  front  lines.  The  center  gr 
and  bushes  section  was  paved,  pain 
green  and  provided  with  pipeholes 
which  were  temporarily  inserted  art 
cial  bushes — for  camouflage.  In 
wooded  areas  on  each  side  of  the  au 
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hn  were  cut  out  revetments  in  which 
e  aircraft  were  run  in  for  concealment. 
,aw  hundreds  of  these. 
ipRov  D.  Kiley 
Myers.  Via. 


r:  It  you  travel  by  auto  in  East  Ger- 
any,  between  Munich  and  Berlin, 
hi  will  come  upon  straight,  level 
retches  of  autobahn  where  the  shoul- 
trs  are  wide  and  level  with  the  auto- 
hn.  Some  of  these  roadways  even 
ive  revetments  on  the  sides  to  ac- 

mmmodate  any  eventualities. 
Many   sections   of   Western  Europe 
iuld  be  prepared  in  a  like  manner  at 
inimal  cost  and  maintenance. 

\fat  McCullougb 
ft  Jose,  Calif 


Can  you  beer  it? 

r:  Reader  Dick  Simson  of  Control  Data 
>rp.  (Readers  Say,  Mar  /(>)  states  that 
eir  proposed  computer  would  perform 
billion  floating-point  calculations  per 
cond  (much  taster  than  a  megaflop).  I 
.esume  that  his  will  be  known  as  a 
filliflop." 

:  \).V  Sbaad 

'  'liner  Springs,  Kans. 


Still  shilling 

r:  Unquestionably  restructuring  has 
icurrcd  in  the  solar  industry  ("Solar 
lipse,"  Mar  /(>).  However,  there  has 
)t  been  a  large  number  of  significant 
partures  from  the  industry. 
Industry  sales,  adjusted  tor  inflation, 
Ive  not  been  flat.  The  solar  industry  is 
obably  one  of  only  a  few  in  which 
ices  for  manufactured  products  have 

:  clined  over  the  last  several  years.  Ac- 

ijirdingly,  dollar  volume  has  not  in- 
eased  at  a  high  rate,  but  unit  sales  have 

•  creased  appreciably. 
wian  I)  Vardo 
?sident, 
Uir  King 

\fCO,  Tex. 

■—  -  ■■■  ■■■■ 

OPEC  threat 

i  ft:  There  is  no  doubt  that  in  OPEC  we 
b  facing  a  threat  to  Western  eiviliza- 
>n  ("OPEC's  intended  strategy,"  Jan 
).  It  is  time  that  government,  the  me- 

ia  and  various  institutions  educate  the 

Ni'blic  on  the  nature  of  the  threat. 
Abraham  II  I'oxinan 
fee.  National  Director. 

|  ti-l)efaniation  league  oj  B'nai  B'rith 

\\w  York,  NY 


OrderTaking 
Without  OrderTakers. 
Customer  Service 

m  Without 

■  Customer  Service 
Representatives. 


Hook  your  phone  lines  into 
one  of  our  T-COMM*  systems, 
and  your  local  managers  can 
report  on  sales  without  talking 
to  an  operator.  Your  field  sales 
force  can  call  in  orders  without 
order  takers.  Your  customers 
can  place  and  find  out  about 
orders,  without  talking  to  a  cus- 
tomer service  representative. 

And,  they  can  do  it  all  without 
sophisticated  and  expensive 
computer  terminals. 

Periphonics  proven  and  tested 
communications  technology, 
combined  with  our  ability  to 
make  computers  talk,  lets  you 
communicate  with  people 
around  the  country,  without 
having  a  staff  of  operators 
"standing  by".  The  caller  can 


use  any  push-button  telephone,  and  our  system  can  be  pro- 
grammed to  handle  just  about  any  series  of  transactions  you 
can  imagine.  We  can  transfer  to  an  agent  for  more  detailed  or 
difficult  calls,  and  even  deliver  a  pre-set  sales  message. 

Periphonics  T-COMM  systems  are  in  use  today  from  Toledo  to 
Tokyo.  They're  taking  auto  parts  orders,  transfering  bank  de- 
posits, and  reporting  on  local  sales  volume.  Periphonics  built-in 
quality  makes  them  dependable.  Periphonics  national  staff  of 
trained  service  engineers  keeps  them  working.  And,  Periphonics 
no-nonsense  approach  to  that  mythical  world  of  "software" 
makes  them  easily  adaptable  to  just  about  any  computer  system 
you  might  have  in-place  today. 

Periphonics  ....  letting  your  imagination  work. 

Periphonics© 

PERIPHONICS  CORPORATION,  An  Affiliate  of  E#(ON  Corporation, 

World  Headquarters:  4000  Veterans  Memorial  Highway, 
Bohemia,  NY  11716    (516)  567-1000  Telex  5102287310 

•  Registered  Trademark  of  Periphonics  Corporation 
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"Going,  going,  gone... 
for  5400,000; 


The  gavel 
banged  down 
and  automotive 
history  was 
made. 

It  happened  in 
1979  in  Los 
Angeles,  at  an 
auction  of  rare 
and  exotic  auto- 
mobiles held  by  the  renowned 
Christie's  auction  house. 

The  bidding  began,  then  esca- 
lated. And  then  came  a  gasp  from 
the  audience.  One  1936  Mercedes- 
Benz  Type  500K  Roadster  — sold, 
for  four  hundred  thousand 
dollars.  The  most  money  e\  er 
known  to  have  been  paid  for  any 
passenger  car. 
Its  new  owner  received  one  of 

The  above  photos  are  a  reenactment  of  the  actual  auction 


only  354  Type  500K  vehicles  ever 
built,  as  pristine  in  appearance  as 
the  day  it  left  the  Mercedes-Benz 
factory  43  years  before. 

And  the  automobile  world  wit- 
nessed perhaps  the  most  spec- 
tacular demonstration  ever 
offered  of  a  singular  automotive 
truth:  no  other  cars  have  been 
shown  to  more  consistently 
endure  in  value  than  the  cars  of 
Mercedes-Benz. 

Model  after  model  and  year 
after  year,  from  extraordinary 
rarities  like  that  500K  to  the  gas- 
oline and  diesel  sedans  of  the 
modern  era  — Mercedes-Benz 
automobiles  have  been  dis- 
tinguished both  by  a  majestically 
slow  rate  of  depreciation  and  a 
reassuringly  large  percentage  of 


original  value  retained. 

Of  course,  future  resale  value 
of  Mercedes-Benz  or  any  cars 
cannot  be  precisely  forecast  to- 
day. The  future  is  unpredictable. 
And  not  even  Mercedes-Benz  has 
a  crystal  ball. 

But  lacking  such  magical 
powers,  Mercedes-Benz  does 
have  the  next  best  thing:  that 
record  of  past  resale  value  second 
to  none. 


Engineered  like  no  other 
car  in  the  world 

©  1981  Mercedes-Benz  N.A.,  Inc..  Muntvale.  N. 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


GUNS  AND  NOT  BUTTER 

t  was  significant  as  well  as  symbolic  that  on  the  same  day    unneeded  automatic  big  jumps  in  dairy  price  subsidy. 
Reagan  Administration's  increased  military  spending  was       Guns  we  need;  more  butter  we  don't.  And,  for  sure,  we've 
posed,  a  Senate  panel  overwhelmingly  approved  a  freeze  on    now  learned  we  can't  have  more  of  both  at  the  same  time. 

NOW,  TO  LOOK  AT  THE  $222.2  BILLION  MILITARY  PROPOSAL  . . . 


Ve're  talking  really  big  additional  bucks.  The  current  de- 
se  budget  is  $171.2  billion.  The  new  one  is  $25.8  billion 
her  than  Carter  reluctantly  called  for. 

ndisputably  essential  are  the  added  moneys  for  increased 
ining,  for  such  things  as  protective  masks,  desert  camou- 
;e  uniforms,  and  especially  for  spare  parts,  ammunition  and 
1.  To  have  our  military  hardware  paucities  compounded  by 

lack  of  spare  parts  and  ammo  as  a  result  of  the  military's 
n  past  budgetary  flimflam  is  inexcusable.  Those  responsible 
mid  have  their  heads  rolled  into  swift  retirement, 
ndisputably  prompt  sizable  jumps  in  technicians'  pay  (unre- 

d  to  across-the-board  hikes)  are  essential,  such  as  for  the 
nputer  operators  of  the  Avionics  computer  required  to  lo- 
e  problems  on  the  FT  5  fighter.  According  to  the  Spinney 
sort  (publicized  over  the  near-dead  bodies  of  Pentagonians 
Georgia  Senator  Nunn),  these  superb-when-operating  fight- 
are  'non-mission  capable"  44%  of  the  time.  The  computer 
ocate  the  problems  was  "non-mission  capable"  20%  of  the 
le  last  year,  50%  of  the  time  the  year  before. 
'el  in  1980  not  one  of  the  33  technicians  able  to  operate 
se  computers  reenlisted. 

is  for  the  billions  proposed  for  specific  new  systems,  that's 


subject  to  discussion  just  so  long  as  decisions  are  made. 

Obviously  the  $40  billion-to-$100  billion  honeycombing  of 
Nevada  and  Utah  for  MX  missile  sites  should  be  axed  for  being 
the  near-pure  buncombe  it  is.  Putting  those  super  MX  atomic 
missile  equalizers  into  some  new  and/or  converted  ships  from 
which  they  can  be  rolled  and  fired  by  remote  control  is  the 
swiftest,  cheapest  and  most  sensible  way  for  the  MX  to  go. 

As  Admiral  Thomas  Moorer,  former  Chief  of  Naval  Oper- 
ations, told  Forbes:  "Several  ships  widely  dispersed  could 
never  be  successfully  attacked  simultaneously  and  they'd  func- 
tion as  an  early  warning  system  if  that  were  tried.  But  most 
important,  the  impact  of  a  nuclear  weapon  out  in  the  middle  of 
the  ocean  wouldn't  icopardize  our  people.  Remember,  we're 
trying  to  keep  enemies  from  attacking  our  country,  not  invit- 
ing them  to  do  just  that." 

Ordering  up  more  FT 4s,  F-15s,  FT  6s  and  FT  8s  and  other 
now-in-production  planes  lessens  the  unit  cost  and  will  result 
in  shortening  delivery  times. 

The  economies  of  scale  that  result  from  ordering  enough 
long  enough  ahead — with  a  real  freeze  on  changes — should  get 
us  more  military  stuff  in  hand  instead  of  stuck  along  constant- 
ly interrupted  production  lines — all  at  far  lower  cost. 


IT'S  DOWNRIGHT  OUTRAGEOUS  THAT  THOSE  BIG  OIL  COMPANIES 


spending  billions  to  take  over  major  mineral  companies 
tead  of  using  their  huge  cash  piles  to  develop  additional 
rgy  sources  or  for  refineries  able  to  handle  today's  far 
vier  crudes. 

'hey  have  the  gall  (and  blindness)  to  pay  whopping  prices 
copper  mines  and  such  and  at  the  same  time  to  cry  out 
d  because  the  Reagan  Administration  is  going  to  cut  back 


federal  funding  for  synfuel  and  other  energy  research  and 
plant  development. 

It's  one  thing  to  go  into  coal — that's  energy  related. 

But  these  other  acquisitions  are  about  as  "justified"  as  Mobil 
was  in  getting  into  the  cardboard  box  and  shirt  business,  and 
Atlantic  Richfield  into  the  London  newspaper  business. 

While  Prudential  Insurance,  foresightedly,  soundly  (and,  co- 
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incidentally,  in  the  national  interest),  will  be  investing  $400 
million  as  a  limited  partner  in  energy  exploration  projeets,  the 
energy  companies  are  "diversifying"  out  of  energy  with  their 
present  profits  from  it. 

Is  it  ignorance  or  arrogance  or  what  could  it  be  that  makes 
Chevron  ($4  billion  for  Amax),  Sohio  ($1.77  billion  for  Kenne- 
cott),  Amoco  (Cyprus  Mines),  Union  Oil  (Molycorp),  Atlantic 


Richfield  (Anaconda),  in  a  time  of  national  capital  scarcity 
curtailment  of  government  energy  subsidies,  engage  in  s 
extraneous,  gluttonous  gobbling? 

It  they're  preparing  for  the  day  we  run  out  of  oil,  it's  i 
other  energy  sources  their  billions  should  be  going.  We're  nc1 
going  to  run  out  of  the  need  for  energy.  That's  their  busines 
present  and  future. 


FINDING  THE  RIGHT  TOP  RUNG  EXECUTIVES  IS  TOUGH 


One  of  the  critical  responsibilities  of  chief  executives 
and  those  who  head  assorted  units  of  conglomerate  and 
unconglomerated  corporations  is  finding  the  right  person 
tor  jobs  in  the  $75,000-$  100,000  plus  bracket— not  counting 
bonuses,  fringes,  incentives.  There's  always  a  tlow  of  open 
ings  as  a  result  of  incumbents  hired  away,  tired  away  or  just 
dying  away. 

We  developed  an  idea  for  an  editorial  feature  that  we 
thought  might  he  of  value  both  to  those  seeking  such 
executives  and  to  our  readers  who  might  want  and  fit  the 
slot.  So  we  wrote  to  the  CEOs  of  the  Forbes  500s  asking  foi 
their  reaction  to  this  possible  new  feature,  Executive  Search: 
"Forbes  will  select  tor  publication  those  that  seem  the  most 
interesting  or  unusual  or  hold  the  widest  potential  interest. 

"Responses  would  be  directed  to  the  company  itself  m 
whatever  way  the  company  thinks  appropriate.  Forbes 
would  confine  its  role  to  making  the  search  known.  The 
company  would  determine  how  best  to  handle  the  responses. 

"It's  not  often  that  a  magazine  of  Scottish  heritage  gives 
anything  tor  tree,  but  I  think  the  attraction  to  readers  of  this 
editorial  feature  tully  warrants  this  exception. 

"We're  eager  to  have  your  reaction." 

Reactions  were  received  in  volume.  The  majority  re- 
sponded favorably  hut  almost  invariably  caveated  (with 
a  bow  to  Secretary  Haig  tor  coining  this  useful  verb)  their 
responses.  Four  out  of  five  emphasized  that,  at  such  execu- 
tive levels,  their  policy  was  to  promote  from  within  and 
only  in  rare  cases  did  they  find  it  necessary  to  reach  outside. 

A  number  expressed  concern  that  they  might  be 
swamped  with  applicants  and  that  screening  for  the  most 
eligible  would  be  enormously  time-consuming.  Added  one: 
"This  might  tend  to  draw  responses  from  people  who  arc- 
looking  tor  jobs,  rather  than  the  people  that  we  might  be 
looking  tor  who  tend  not  to  be  actively  searching  for  a  job." 

For  such  reasons  and  several  others,  many  mentioned  the 
value  of  using  executive  recruiting  consultant  firms  that 
would  be  familiar  with  the  company,  its  modus  operandi,  its 
personnel,  and  thusberecommendingonly  the  most  likely  for 
interview.  On  the  other  hand,  one  wrote,  "I  see  one  potential 
pitfall — the  search  firms  may  respond  to  the  ads  and  try  to 
assume  the  search  for  us  and  or  send  us  a  volume  of  resumes. " 

There  was  a  recurrent  expression  of  concern  about  confi- 
dentiality— that  the  job  description  itself  might  be  a  tip-oft; 
that  names  might  inadvertently  leak  out  along  the  way. 
Some  dealt  humorously  with  a  very  practical  problem — 
"There  is  always  the  fear  on  the  part  of  the  reader  that  he 
might  be  sending  in  his  resume  to  his  own  company." 


Wrote  another,  "I  would  hope  not  to  catch  any  of  my  people 
poring  over  that  particular  page.''  And  one  CEO  observed,  "'. 
do  hope  it  isn't  too  attractive  to  many  of  our  own  people — all 
of  whom  are  avid  readers  of  Forbes."  Added  the  head  of  a  ma- 
jor bank,  "As  a  matter  of  fact,  I  have  never  become  so  compla- 
cent that  I  neglect  reading  the  help  wanted  ads  myself." 

The  reactions  ran  the  gamut  from  American  Motors 
Board  Chairman  Meyers'  handwritten  note  across  our  let- 
ter: "Mr.  Forbes — your  idea  is  harebrained  and  useless — i 
torget  it!"  to  that  ot  a  maior  communications  corporation, 
"I  think  the  idea  ot  your  new  editorial  feature  ...  is  nitty. 
We  are  having  a  god-awful  time  with  the  headhunters,  most 
of  whose  candidates  seem  to  come  out  of  the  dustbin.  It 
took  us  about  a  year  to  finally  get  a  president  for  [a  major 
division].  This  was  really  amazing  because  you  could  hardly 
be  in  an  industry  with  more  sex  appeal.  .  .  ." 

A thorough  analysis  of  the  thoughtful,  provocative  re- 
sponses from  those  running  corporate  America  re- 
vealed that,  of  the  enthusiastic  majority,  most  said  they 
themselves  were  unapt  to  have  occasion  to  use  this  contem- 
plated Executive  Search  feature.  Others  said  they'd  try  it  on 
a  rare  occasion  should  the  need  arise.  The  firm  negatives 
dwelt  mostly  on  the  need  tor  confidentiality,  the  difficulties 
of  screening  and,  hence,  their  reliance  on  either  personal 
contact  or  head-hunting  firms  when  promotion  from  with- 
in was  impossible.  From  their  consensus,  our  consensus  is 
to  put  the  proposal  on  the  shelf. 

From  the  several  hundred  responses,  only  one  enclosed  a 
specific  position  that  wanted  filling  and  I  think,  in  fairness, 
w  e  should  run  it: 


CORPORATE  GENERAL  COUNSEL 
An  industry  leader  in  high-technology  industrial,  scientific 
and  consumer  products  has  an  opening  for  Corporate  Coun- 
sel mi  executive  staff.  We  are  a  multinational  manufacturing 
firm  with  sales  in  the  range  of  $750  million. 
This  position  w  ill  be  responsible  for  organizing  and  directing 
the  legal  activities  of  the  corporation  and  providing  legal 
counsel  and  guidance  to  the  officers,  directors  and  corporate 
executives  on  matters  involving  taxes,  insurance,  patents 
and  the  acquisition,  protection  and  disposal  of  real  and 
personal  property. 

The  position  will  provide  a  stimulating  work  environment 
and  personal  career  growth  for  a  creative  and  energetic 
individual. 

Location  is  at  corporate  offices  in  upstate  New  York.  An 
attractive  compensation  package  including  stock  options 
and  incentive  programs  will  be  offered  commensurate  with 
the  credentials  and  capabilities  of  the  successful  candidate. 
For  confidential  consideration,  please  forward  resume,  in- 
cluding compensation  history  and  requirements. 

Mail  to:  Forbes,  P.O.  Box  686,  Old  Chelsea  Station,  N.Y.,  N.Y.  10013 


3 


FORBES.  APRIL  13,  IV' 


WITH  ALL  THE  SNIPPING  AT  THE  FIRST  LADY'S  DRESSES 

it's  a  wonder  Mrs.  Reagan's  got  anything  left  to  wear. 

ONE  THINKS  OF  BILL  MOYERS  AS  MORE  ACERBIC 


than  funny,  but  during  his  fascinating 
interview  with  that  redoubtable  ad- 
viser of  Presidents,  Clark  Clifford,  the 
former  Truman  key  aide  recalled  an 
incident  when  Bill  Moyers  was  Presi- 
dent Johnson's  press  secretary.  John- 
son was  known  on  occasion  to  strain 
the  most  unflappable  of  his  aides.  "It 


got  pretty  testy  between  Bill  and  the 
President,  so  one  afternoon,  one  of 
the  men  in  the  press  corps  said,  'Bill,' 
and  you  said,  'Yes.'  He  said,  'Where  is 
the  President?'  and  you  answered, 
'He's  down  on  the  lake.'  So  the  press- 
man said,  'Is  he  boating?'  'No,'  you 
said,  'He's  taking  a  walk.'  " 


IT'S  NO  LONGER  ALWAYS  AN  IMPERTINENCE 


unduly  risky  to  ask  of  friends,  in  addition  to  the  health  of 
ir  young,  what  their  offspring  are  doing.  Most  of  'em  are 
ng  these  days. 

lut  an  observation  in  Ted  Morgan's  On  Becoming  Ameri- 
reminds  us  that  not  so  long  ago,  things  were  otherwise: 
I  asked  a  writer  friend  of  mine  what  his  son  did.  He  looked 
;ved.  'That's  like  asking  your  host  how  many  times  a  week 
sleeps  with  his  wife,'  he  said.  'He  graduated  from  high 

WHEN  YOU  CEASE  TO  DREAM 

you  cease  to  live. 


school  and  went  to  college  for  two  months  before  deciding  he 
wanted  nothing  to  do  with  bourgeois  values.  Since  then  he's 
been  doing  odd  jobs  and  resting  in  between.  He  picked  pota- 
toes for  a  while  but  quit  because  the  farmer  was  using  chemi- 
cals. There  is  always  some  ecological  principle  that  keeps  him 
from  being  gainfully  employed.  I  call  him  Saint  Francis  of 
Assisi  because  he  won't  let  me  kill  mosquitoes  in  my  own 
house.  All  life  is  sacred,  you  see.'  " 

TO  BE  SURE  OF  GETTING 

what  you  want,  want  not. 


PEOPLE— NOT  MACHINES— CREATE  WEALTH 


By  M.S.  Forbes  Jr. 


The  Reagan  tax  package  has  been 
criticized  for  providing  too  little  en- 
couragement for  saving  and  invest- 
ment and  too  much  for  consumption. 
The  notion  is  that  tax  breaks  for  busi- 
ness mean  more  investment,  which  is 
"good,"  while  reductions  for  individ- 
uals mean  more  consumption,  which 
is  "bad." 

The  critics  are  missing  the  point. 
They  forget  that  people  are  producers 
as  well  as  consumers. 

No  one  argues  with  the  need  for 
more  realistic  depreciation  schedules. 
But  tax  breaks  for  business  will  do  the 
economy  little  good  unless  individuals 
are  given  incentives  to  work  harder, 
to  earn  more. 

A  look  at  Britain  and  Sweden  dem- 
onstrates the  need  to  motivate  people 
as  well  as  corporations. 

Britain's  individual  income  taxes 
are  among  the  highest  in  the  Western 
world.  Yet  the  country's  business  in- 
vestment laws  are  among  the  most 
liberal,  so  liberal  in  fact  that  large  Brit- 
ish companies  rarely  pay  corporate  in- 
come taxes  even  when  they  are  mak- 
I  ing  a  bundle  of  money.  Nonetheless, 
capital  spending  has  stagnated  for  the 
I  past  dozen  years. 

Sweden's  personal  income  taxes  are 


even  more  ferocious  than  Britain's.  It 
simply  doesn't  pay  an  individual  to 
earn  more.  Profits,  though,  are  taxed 
hardly  at  all  if  they  are  reinvested. 

Result:  Business  investment  looks 
good  on  paper,  but  much  of  it  goes  for 
"hidden"  consumption,  like  cars  for 
managers.  Moreover,  Sweden's  reputa- 
tion for  innovation  and  technological 
advance  has  withered  away.  The  coun- 
try today  is  one  of  Europe's  sickest. 

There  must  be  a  balance  between 
business  and  individual  taxation. 

The  chief  difference  between  the 
Reagan  approach  and  the  consump- 
tion-oriented tax  cuts  of  the  past  15 
years  is  that  it  provides  incentives  to 
earn  more  taxable  income  by  reducing 
tax  rates.  Obviously,  there  is  greater 
incentive  for  a  worker  to  work  more  if 
each  additional  dollar  earned  is  taxed 
at  a  36%  rate  rather  than  a  50%  rate. 

Contrary  to  popular  criticism,  the 
Reagan  reductions  also  provide  pow- 
erful savings  incentive,  especially  at 
the  higher  tax  brackets.  The  aftertax 
return  on  a  dividend  goes  up  67%  for 
someone  in  the  70%  tax  bracket. 
This  person  would  keep  50  cents  on 
the  dollar  under  the  Reagan  program 
rather  than  the  30  cents  allowed  un- 
der current  law.  The  Kennedy  tax 
cuts  enacted  in  1964-65,  which 
were  similar  to  Reagan's,  brought 


about  a  40%  increase  in  total  savings. 

But  many  economists  contend  that 
we  would  better  increase  savings  with 
a  rifle-shot  approach,  such  as  increas- 
ing the  amount  of  investment  income 
that  is  free  of  tax  or  slashing  the  cap- 
ital gains  levy. 

Such  programs,  though,  will  be 
most  effective  only  in  the  framework 
of  a  general  tax  reduction.  Otherwise 
the  motive  for  people  to  earn  more  (or 
to  report  more)  won't  be  as  strong. 
Remember,  it  is  from  individual  in- 
comes that  most  of  our  capital  is  de- 
rived. Savings  increase  faster  when 
real  incomes  are  expanding  than 
when  they  are  stagnant.  The  more 
people  earn,  the  greater  percentage  of 
their  incomes  they  save. 

Another  point  to  keep  in  mind  is 
that  higher  capital  formation  in  and  of 
itself  is  no  panacea.  Britain,  for  in- 
stance, has  several  generous  savings 
schemes;  its  personal  savings  rate  is 
twice  our  own.  But  where  does  this 
money  go?  Government  bonds. 

Savings  will  be  most  efficiently  uti- 
lized only  if  people  are  motivated  to 
try  to  get  ahead. 

The  Reagan  package  recognizes 
that  people — not  natural  resources, 
machines,  savings  schemes  or  easy 
depreciation  schedules — are  the  ulti- 
mate source  of  wealth. 


-BES,  APRIL  13,  1981 


21 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind. -MSI- 


Pentagon  in  a  Spinney 

The  quickest  way  to  understanding  the 
dread  evoked  in  the  Pentagon  by  Spinney 
[civilian  analyst  with  the  Programs  Anal- 
ysis and  Evaluation  Division  of  the  Penta- 
gon]  is  to  quote  his  bottom  line:  "Our 
strategy  of  pursuing  ever-increasing  tech- 
nical complexity  and  sophistication  has 
made  high-technology  solutions  and 
combat  readiness  mutually  exclusive." 
That  is,  the  more  money  the  U.S.  present- 
ly spends  on  defense,  the  less  able  it  is  to 
fight.  .  .  .  More  money  has  produced  few- 
er but  more  complex  planes  which  do  not 
work  much  of  the  time.  Deployment  of 
fewer  planes  means  a  more  elaborate  and 
delicate  communications  system  which 
is  not  likely  to  survive  in  war  conditions. 

— Village  Voice 

Hand  Off 

The  trouble  with  my  economists,  Har- 
ry Truman  used  to  say,  is  that  they're 
always  saying,  "Well,  on  the  one  hand. 
But  then  again,  oil  the  other  hand."  Tru- 
man knew  what  he  wanted — a  one-hand- 
ed economist. 

— Michael  Kramer,  New  York 

To  Do  Wrong  lakes  Time 

Up  on  Capitol  Hill,  the  chairman  of 
the  Ways  and  Means  Committee  thinks 
he  needs  a  couple  of  months  to  sort 
things  out.  Since  Mr.  Rostenkowski  was 
working  on  tax  matters  long  before  he 
became  chairman,  we  kept  wondering 
what  it  was  he  needed  to  know. 

The  answer  became  clear  upon  ponder- 
ing the  Democrats'  televised  response  to 
the  Reagan  message.  They  need  a  little 
time  to  figure  out  how  to  change  the  tax 
code  in  ways  that  will  encourage  more 
savings  and  investment,  but  will  not  give 
more  money  to  those  taxpayers  who 
save  and  invest. 

— Wall  Street  Journal 

What  Next? 

Le  Cirque,  the  fashionable  East  Side 
restaurant  at  which  President  and  Mrs. 
Reagan  joined  friends  after  the  theater 
.  .  .  was  visited  ...  by  agents  of  the  Se- 
cret Service  and  the  FBI  and  inspectors 
from  the  FDA. 

"We  all  even  had  to  tell  our  birthdays," 
the  chef,  Alain  Sailhac  said.  "But  I  don't 
know  why.  Maybe  it's  because  they 
wanted  to  check  our  zodiac  signs." 

"I'm  a  Gemini,"  said  Dieter  Schorner, 
the  pastry  chef,  as  he  dipped  his  delicate 
nut  and  fruit  cookies  into  molten  choco- 


late. For  his  final  effort,  he  would  form 
tiny  chocolate  baskets  to  be  filled  with 
jellybeans.  "What  can  you  do?"  Mr. 
Schorner  asked.  "One  likes  peanuts.  The 
next  wants  jelly  beans." 

— Mimi  Sheraton,  New  York  Times 

Ship  Out  Grandpa? 

According  to  the  newspapers,  retired 
people  are  only  good  for  adding  to  infla- 
tion, unbalancing  the  budget  and  drag- 
ging down  the  working  and  producing 
portion  of  the  population.  The  message 
beeped  out  from  the  organs  of  our  society 
concerned  with  making  wealth — places 
like  the  Wall  Street  fournal  or  Forbes — 
is  that  we  don't  have  surplus  enough  to 
take  care  of  our  ancients,  who,  we  are 
told  in  irked  tones,  aren't  dying  nearly  as 
fast  and  therefore  as  satisfactorily  as 
they  did.  Let's  face  it,  we  can  either  have 
a  two-and-a-half-war  Navy  or  grandpa. 

— Nicholas  von  Horfman, 
Washington  Post 

An  Audience  to  the  End 

Stockman  is  the  cutting  edge  of  the 
economic  revolution  Ronald  Reagan 
promised  the  voters,  and  he  is  very  vul- 
nerable. "We  won't  leave  you  out  there 
alone,  Dave,"  the  President  jokingly  as- 
sured Stockman  at  the  conclusion  of  one 
White  House  meeting  on  the  budget. 
"We'll  all  come  to  the  hanging." 

— Sidney  Blumenthal, 
NY  Times  Magazine 

Is  David  High? 

David  Stockman  really  doesn't  care. 
He's  like  a  bomber  pilot  flying  high;  he 


can't   see  the  bodies  he's  destn 
— Representative  Peter  A.  Pi 
(D- 

About  Those  Budget  Cul 

Of  course,  Republicans  are  sayin 
equitable.  They  say  the  wealthy  w 
paying  fees  to  park  their  yachts. 

— House  Speaker  Tip  O' 


Always    in    human    h  is  t 
good  is  no  match  for  evil  w 
out  the  power  to  physically 
fend  itself. 

—Israeli  author  Hillel  H; 


NYC  Nighttime  Noises 

New  York  City  now  has  the  pow 
keep  motorcycles  off  the  streets 
there'll  be   no  nighttime  motorc 
noise  to  distract  New  Yorkers  ir 
upon  listening  for  the  light  step  01 
second  story  man,  or  the  distant  cii 
of  Bronx  revolvers,  or  the  small  kab 
of  a  firecracker  going  off  in  the  ear 
sleeping  derelict.  A  slowing  subway 
will  goose  the  needle  of  a  decibel  n 
up  to  122  dB(A),  which  is  not  far 
the  threshold  of  pain,  and  the  com] 
ers  don't  even  look  up  from  their  Po. 

— Cook  Nei. 
former  editor,  C 

Flaming  Tempers 

Bo  [Derek],  producing  her  first  mc 
was  furious  with  reports  that  Lee  C 
lito  was  fired  because  of  over-amo 
love  scenes  that  were  too  hot  for 
band  John  Derek  to  handle.  Derek, 
directed  the  movie,  said,  "That  mi 
would  not  know  what  a  hot  love  s 
was  if  his  loincloth  caught  fire." 

— New  York 


"Refresh  my  memory.  Who  was  Carter's  Director  of  the  Budget!' 
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.Ill-  stake  my  Corum  on  it" 


An  eminently  successful  timepiece  from  Comm. 

The  authentic  $20  Gold  Piece,  quartz  and  water-resistant. 

Hand-crafted  in  Switzerland. . 

Corum:  An  investment  in  time. 

For  more  information  write  Corum,  Dept.  FB, 

650  Fifth  Ave. ,  New  York,  NX  10019. 


STE  BEYOND 
OLD  SCOTCH 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


The  Economy 


MONEY  &  INVESTMENTS 


PRODUCTIVITY:  BETTER  NUMBERS  AHEAD 


Japanese  imports: 
bad  for  General 
Motors,  good  for 
U.S.  inflation 


Fewer  dollars 
flooding  out, 
less  inflation 
flooding  back 


In  trying  to 
placate  everybody, 
past  Administrations 
accentuated 
economic  decline 


Watch  the  productivity  numbers.  Since  1975  these  have  been  unrelent- 
ingly bad.  In  the  Fifties,  Sixties  and  early  Seventies,  rising  wages  were  partly 
offset  by  rising  productivity,  so  inflation  stayed  moderate.  But  more  recent- 
ly, with  U.S.  output  per  man-hour  flat  or  declining,  U.S.  products  have 
become  less  competitive  abroad.  At  the  same  time,  inflation  at  home  was 
accentuated  because  workers  demanded  their  accustomed  wage  gains  with- 
out offsetting  increases  in  output.  Forbes  expects  these  productivity  figures 
to  turn  around  shortly  and  remain  better  for  the  rest  of  the  year. 

Curiously,  the  Japanese  auto  shock  is  going  to  help,  too.  Chrysler  workers 
have  already  given  major  wage  concessions.  So  have  workers  in  a  number  of 
other  companies.  The  auto  industry's  massive  reequipment  and  automation 
programs  will  also  bring  down  labor  costs. 

Now,  let's  look  at  foreign  trade.  It  is  quite  strong.  The  U.S.  external  account 
on  the  balance  of  payments  will  be  in  surplus  this  year.  Excluding  as  it  does 
capital  flows,  it  is  an  accurate  measure  of  the  demand  from  abroad  for  U.S. 
goods  and  services.  With  this  account  in  surplus,  there  will  be  fewer  dollars 
flooding  into  foreign  markets,  depressing  the  value  of  the  U.S.  dollar  and 
increasing  the  cost  of  the  things  we  buy  from  overseas. 

We  continue  to  look  for  moderate  overall  strength  in  the  U.S. 
economy  and  a  continuing  decline  in  the  inflation  rate,  which  could  be  as 
low  as  8%  by  year-end. 

A  setback  for  the  Reagan  Administration's  economic  program  would,  of 
course,  be  bad  news  for  productivity  and  inflation.  Is  such  a  setback  likely? 
Forget  the  doomsaying  and  headshaking  in  the  press  and  on  the  tube  about 
the  massacre  that  allegedly  awaits  Reagan's  proposals.  While  the  news- 
hounds  keep  the  story  going  by  quoting  the  opposition,  Reagan's  dedi- 
cated— some  say  fanatical — team  is  pressing  the  battle  in  Congress.  This 
Administration,  Washington  experts  say,  has  follow- through.  Unlike  Jimmy 
Carter's  team  it  isn't  content  to  send  proposals  unescorted  to  Congress 
where  the  wolves  would  tear  them  to  pieces.  Even  those  who  don't  agree 
with  the  policies  admire  the  zeal  of  its  believers. 

Observe  the  tactics.  Blunt.  Almost  purposefully  tactless.  Treasury  Secretary 
Regan  snaps  at  a  questioning  liberal  Democrat  in  Congress.  When  David 
Stockman  is  accused  of  offending  social  interest  groups  with  his  budget- 
cutting  he  replies:  "We  don't  have  their  vote  anyway." 

European  bankers  and  the  heads  of  allied  states  are  hearing  similarly 
blunt  talk.  The  Germans  want  the  U.S.  to  lower  interest  rates  to  take 
pressure  off  the  deutsche  mark.  The  Administration  tells  them  that  the  first 
job  for  the  U.S.  government  is  fighting  inflation  at  home. 

The  point  is  this:  In  trying  to  please  everybody,  past  Administrations 
simply  made  inflation  worse. 

Until  some  kind  of  a  tax  bill  and  concrete  spending  cuts  come  out  of 
Congress,  economic  predictions  are  extremely  risky.  The  mounting  chorus 
of  screaming  from  potential  cuttees — from  tobacco  farmers  to  professional 
spokesmen  for  the  poor — has  an  ominous  sound.  But  the  counterpressures 
are  strong  and  the  odds  are  very  high  that  the  U.S.  will  depart  from  1981 
with  a  lot  more  fiscal  discipline  than  it  went  in  with. 
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The  Forbes  Index 
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The  Forbes  Index  Components 


Inching  toward  a  peak?  The  Forbes 
Index  is  still  heading  up,  but  ever  so 
slowly.  Personal  income  and  retail  sales 
continue  to  climb.  Those  gains,  howev- 
er, barely  offset  sharp  declines  in  two 
other  sectors.  Housing  starts  are  10% 
below  their  year-ago  level,  and  industri- 
al production  is  retreating  from  Janu- 
ary's high.  If  a  recovery  is  at  hand,  you 
can't  forecast  it  from  these  numbers. 
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The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 

composed  ot  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 

manufacturers'  inventories 

Total  retail  sales 

New  housing  starts 

Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements.  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  senes  is  presented  at  right. 
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Why  are  more 
full-size  and  luxury  cars 
being  traded  for 
full-size  Chevrolets 
than  any  other  make? 


The  people  who  trade  in  full-size  and  luxury 
cars  today,  both  foreign  and  domestic,  can  buy 
virtually  any  new  car  they  choose,  from  the 
smallest  economy  car  to  the  most  expensive 

luxury  model. 

So  it's  significant  that  more  of  them  are  choosing 
the  full-size  Chevrolet  than  any  other  single  make. 
Our  1981  Caprice  Classic,  for  example.  An 
automobile  with  a  level  of  quietness  and 
smoothnessof  ride  very  likely  the  equal  of  any 
full-size  caryou've  ever  owned. 


A  luxurious  automobile.  And  now,  with  new 
available  diesel  power,  one  with  higherfuel 
economy  than  some  small  foreign  cars  —  34  MPG 
highway  estimate,  (22]  EPA  estimated  MPG* 

We  invite  you  to  spend  30  minutes  with  our 
uppermost  Chevrolet  today. 

Sit  in  it.  Test  drive  it.  In  your  search  for  a 
quiet,  comfortable,  elegant  automobile,  you  may 
have  overlooked  the  most  obvious  choice 
of  all. 

The  one  at  your  Chevrolet  dealer's. 


The 

Chevrolet  Caprice 
Classic. 


...  rs 


i 


sUse  estimated  MPG  for  comparisons.  Your  mileage  may  differ  depending  on  speed,  distance,  weather.  Actual  highway  mileage  lower.  Estimates  lower  in  California 
Chevrolets  are  equipped  with  GM-built  engines  produced  by  various  divisions.  See  your  dealer  for  details. 


After  the  whirlybird  sets  down  the  doghouse, the  jug  hustlers  a 


It  only  sounds  like  an  Australian  song.  Actually, 
it's  part  of  the  jargon  used  by  seismic  crews  as 
they  search  for  new  reserves  of  oil  and  natural 
gas.  And  nowadays  you  can  hear  it  in  some  of 
the  most  rugged  and  remote  areas  of  the  United 
States.  What  does  it  mean? 

The  whirlybird  is  obvious.  That's  the  heli- 
copter. And  the  doghouse  is  the  white,  cylinder- 
shaped  object  sitting  at  the  edge  of  that  cliff. 
Its  the  crews  command  post,  housing  seismic 
recording  equipment. 

Jug  hustlers  are  people  who  lay  out  geo- 


phones  on  cables  connected  to  the  doghouse 
Shooters  then  set  off  seismic  signals  nearby, 
probing  geologic  structures  thousands  of  feet 
below  the  earth  s  surface. 

And  the  whole  operation  is  affectionatel 
known  to  its  practitioners  as  doodlebugging. 

Despite  its  odd  nickname,  seismic  exploi 
tion  is  a  sophisticated,  highly  specialized  busi 
ness.  And  there  are  few  organizations  in  this 
growing  field  with  the  skill  and  experience  c 
Seismograph  Service  Corporation.  In  1981  thi 
Raytheon  company  celebrates  50  years  of 


ooters  can  start  doodlebugging. 


lping  its  clients  find  new  energy  deposits. 

In  50  years  the  basic  job  hasn't  changed. 
;till  requires  putting  skilled  people  in  the  field, 
e  this  SSC  crew  shown  in  the  Western  Over- 
rust  Belt  in  Utah.  But  the  tools  to  get  the  job 
ne  have  changed.  SSC,  for  example,  is  a  leader 
using  advanced  computer  techniques  to 
Dcess  and  interpret  seismic  data. 

Right  now,  SSC  has  more  crews  at  work  than 
isr  before,  not  only  in  the  United  States,  but 
and  off  the  shores  of  many  other  countries 
3und  the  world . . .  ample  evidence  of  the  firm  s 


success  in  serving  this  growing  market. 

Raytheon ...  a  $5  billion  company  in 
electronics,  aviation,  appliances,  energy, 
construction,  and  publishing.  For  copies  of 
our  latest  financial  reports,  please  write 
Raytheon  Company,  Public  Relations,  141  Spring 
Street,  Lexington,  Massachusetts  02173. 
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ird  had  to  borrow  billions  of  dollars  last 
>ar  and  even  now  the  automaker  is  bleed- 
kg  cash.  So  why  is  it  paying  a  dividend? 


Generous  to 
a  fault? 


By  Allan  Sloan 


\ 


ny  company  that  paid 
more  than  $300  mil- 
lion of  common  stock 
iddends  last  year  must  be  the 
:ture  of  health — or  at  the  very 
tst,  not  terribly  troubled,  right? 
Wrong.  Not  if  that  company 
rd  Motor  Co. 

Last  year  Ford  lost  almost  $3  billion 
;etax  on  its  North  American  oper- 
ons.  That's  half  again  as  much  as  crip- 
;d  Chrysler  lost  in  North  America  pre- 
i,  and  three  times  what  General  Mo- 
rs lost  here.  It  took  $800  million  of  tax 
;dits  and  $600  million  of  overseas  prof- 
i  to  keep  Ford's  net  loss  down  to  a  mere 
.5  billion. 

Even  though  $2  billion  of  depreciation 
lped  cushion  Ford's  cash  outflow  last 
ar,  the  company  had  to  spend  heavily 
research  and  development  on  new 
oducts.  To  pay  its  bills,  Ford  drew 
wn  its  working  capital,  and  added  $2 

i.lion  of  debt  to  its  balance  sheet.  As  of 
:e  March,  the  company  had  $2.5  billion 

J  unused  credit  lines,  and  will  doubtless 

jve  to  borrow  a  big  chunk  of  that  mon- 

I  this  year. 

And  in  1981  there  won't  be  any  mas- 
\re  tax  refund  checks  like  those  Ford  got 
jit  year.  At  year-end,  Ford  had  only 

00  million  of  tax  carryback  credits 

ailable. 

Despite  the  cash  squeeze  and  the  pros- 
ct  of  more  difficult  times  to  come, 
rd  is  still  clinging  to  its  common  stock 


dividend.  At  the  current  level  of  30  cents 
a  quarter  (cut  from  $1  last  July),  the  divi- 
dend on  its  120  million  shares  runs  Ford 
more  than  $140  million  a  year.  That's 
money  Ford  has  to  borrow  at  today's 
outrageous  interest  rates. 

Any  M.B.A. — or  anyone  else  who  can 
add  and  subtract — would  tell  you  that 
the  numbers  say  it's  insane  for  Ford  to 
be  continuing  its  dividend.  So  why  does 
the  company  do  it?  The  answer  is  that 
Ford  is  not  thinking  solely  in  balance- 
sheet  terms. 

"You  would  completely  change  the 
character  of  the  company  if  you  elimi- 
nated the  dividend,"  argues  Ford  Trea- 
surer lohn  Sagan,  a  passionate  defender 
of  the  dividend.  "You're  no  longer  an 
investment-grade  stock  of  any  kind  [if 
the  dividend's  cut  out].  You  can't  willy- 
nilly  raise  dividends  or  eliminate  them. 
You  do  that,  you're  a  schlock  company. 
It's  like  your  virtue.  Once  you  lose  it,  it's 
gone  forever." 

And  though  the  dividend  amounts  to  a 
lot  of  money  in  absolute  terms,  Sagan 
says,  "for  a  $40  billion  company,  $140 
million  isn't  that  large  in  the  balance." 

But  there's  more  than  just  stock  con- 


siderations involved — there's  pride.  Ford 
has  paid  a  dividend  since  1947,  shortly 
after  Henry  Ford  II  seized  control  of  the 
then  almost  bankrupt  company  from  his 
senile  grandfather.  To  eliminate  the  divi- 
dend is  an  admission  that  things  may  be 
as  bad  now  as  when  Henry  II  took  over. 

The  biggest  beneficiaries  of  the  con- 
tinued dividends,  of  course,  are  members 
of  the  Ford  family.  The  family  owns 
about  13  million  shares  of  Ford  stock. 
Even  if  you  assume  all  the  family's  divi- 
dends are  taxed  at  a  70%  rate,  the  Fords 
still  have  a  good  few  million  left  over. 

But  there's  another  Ford  family — the 
extended  Ford  Motor  family,  as  it  were. 

There  are  27  million  shares  of  Ford — 
22%  of  the  company — in  the  employee 
stock  plans,  and  employees  and  retirees 
own  untold  millions  more  shares  in  their 
own  names.  Take  Harold  Meyer  of 
Lathrup  Village,  Mich.,  who 
W  worked  40  years  at  Ford  before 
|^  retiring  in  1979.  For  his  last 
Bl  15  years  or  so  at  Ford,  Meyer 
fM  put  10%  of  his  pay  into  the 
J  Ford  stock  plan  and  never  sold  a 
share.  "If  they  weren't  to  pay  a 
dividend  at  all,  that  would  be  very 
bad,"  he  says.  When  the  dividend  was 
cut  in  the  third  quarter  to  30  cents  from 
$1,  "that  hurt,"  says  his  wife,  Dorothy. 
"It's  hard  to  live  off  30  cents  when  you're 
expecting  a  dollar." 

The  auto  companies'  dividends  are 
part  of  the  social  fabric  of  Detroit.  Many 
car  company  employees  buy  stock  heav- 
ily through  the  companies'  generous 
stock  purchase  plans,  and  depend  on  hef- 
ty dividends  to  supplement  their  pen- 
sions and  Social  Security  checks.  Sagan's 
Dearborn,  Mich,  neighborhood  is  full  of 
people  who  depend  on  Ford  dividends, 
and  would  be  disappointed  in  Sagan  if 
they  ceased  completely.  "This  is  not  a 
cold-blooded  society,"  Sagan  says. 

Most  members  of  auto  company  man- 
agements live  in  communities  where 
they're  surrounded  by  people  to  whom 
auto  stock  dividends  are  an  important 
source  of  income.  It's  harder  for  them  to 
cut  the  dividend  than  it  is  for  managers 
of  a  faceless  conglomerate,  where  mem- 
bers of  management  rarely  if  ever  come 
in  social  contact  with  living,  breathing 
shareholders. 

"We  felt  it  important  to  keep  some 
incentive  for  investors,"  says  Ford  direc- 
tor Franklin  Murphy,  chairman  of  Times 
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Mirror  Co.  He  points  out  that  many  in- 
stitutional investors,  who  hold  close  to 
half  of  Ford's  stock,  might  be  forced  to 
sell  it  if  the  dividend  were  eliminated. 
However,  Murphy  won't  say  anything 
about  whether  Ford  plans  to  continue  the 
dividend. 

Despite  all  the  good  will  in  the  world, 


Ford  may  have  trouble  holding  to  even  a 
30-cent  dividend.  It  wants  concessions 
from  the  United  Auto  Workers,  and  the 
union  will  doubtless  want  to  show  its 
members  that  Ford  management  and 
shareholders  are  sharing  the  pain.  There 
is  also  the  problem  of  Ford's  creditor 
banks,  which  will  in  all  likelihood  try  to 


impose  some  kind  of  dividend  resl 
tion  if  Ford  resorts  to  future  multibilll 
dollar  borrowings. 

If  Ford  eliminates  its  dividend,  "Yrj 
telling  the  public  you  expect  the  protl 
to  be  long  term,"  Sagan  says.  "Wei 
this  as  a  valley  situation."  But  how  <| 
is  the  valley?  ■ 


The  fabled  entrepreneurs  of personal  comput- 
ers are  finding  that  in  the  real  world  the  road 
to  riches  can  get  mighty  bumpy. 


Apple  loses 
its  polish 


By  Kathleen  K.  Wiegner 


Only  a  little  more  than  three 
months  after  its  spectacular  pub- 
lic debut,  Apple  Computer  Inc.  is 
confronting  the  real  world.  Forget  the 
Apple  of  rags-to-riches  hype,  the  com- 
pany started  in  a  garage  by  two  young 
college  dropouts.  Forget,  for  a  moment, 
the  Apple  that  attracted  the  creme  de  la 
creme  of  venture  capital — the  Rockefel- 
lers, Teledyne's  Henry  Singleton  and  Ar- 
thur Rock,  the  dean  of  venture  capital — 
and  was  taken  public  by  Hambrecht  & 
Quist  and  Morgan  Stanley  &  Co.,  the 
first  new  issue  that  Morgan  had  deigned 
to  sell  in  years. 

The  real  Apple,  its  resources  stretched 
taut,  is  facing  significant  problems.  It  is 
having  a  difficult  time  bringing  a  heav- 
ily promoted  new  computer  to  market. 
There  are  morale  problems  after  the 
firing  of  40  middle-  and  low-level  man- 
agers earlier  last  month.  Sales  are  boom- 
ing but  the  company's  runaway  growth 
rate  is  leaving  its  factories  hard  pressed 
to  keep  pace  with  that  demand.  That's 
the  story  behind  the  recent  announce- 
ment that  the  Cupertino,  Calif,  personal 
computer  maker  is  reshuffling  its  top 
management. 

Marketing  whiz  A.C.  (Mike)  Markkula 
Jr.,  39,  previously  Apple's  chairman,  is 
taking  over  as  president  and  chief  execu- 
tive officer.  Steven  Jobs,  Apple's  26-year- 
old  cofounder,  is  moving  from  vice  chair- 
man to  a  more  ceremonial  position  as 
chairman. 

Markkula,  formerly  a  marketing  man 
at  Intel  and  at  Fairchild  Camera  &.  In- 


Apple's  Mike  Markkula 

Morale  is  only  part  of  the  problem. 

strument,  faces  an  early  test  of  his  man- 
agement talents.  The  Apple  HI  computer, 
much-touted  successor  to  the  company's 
hot-selling  Apple  II,  was  unveiled  last 
May  with  great  fanfare,  with  deliveries 
to  begin  in  early  fall.  But  instead  of  an- 
other bonanza,  Apple  encountered  one 
snag  after  another  in  getting  the  IE  out 
the  door. 

First  there  were  manufacturing  prob- 
lems. Then  overheating  problems  in  the 


main  circuit  board  sent  it  back  to 
for  an  overhaul.  Embarrassed  Apple  c 
ers,  who  began  taking  customer  depc 
last  fall,  are  just  beginning  to  get  voh 
shipments. 

Some  observers  believe  that  the  A] 
HI,  while  not  a  bomb,  won't  equal 
popularity  of  the  Apple  II.  "I  don't  th 
the  company  will  fully  commit  to 
Apple  IE,"  says  one  competitor, 
thinks  Apple  will  probably  keep  the 
chine  in  the  marketplace,  but  only  u 
it  comes  up  with  a  new  computer 
sumably  one  less  troublesome  and  n[ 
advanced. 

Apple's  more  than  850  U.S.  deal 
were  left  not  only  without  a  new  proc 
to  sell  but  also  with  a  raft  of  impat: 
customers  who  decided  not  to  wait 
the  HI  and  instead  plunked  down  cash) 
Apple  As.  Demand  for  the  Apple  II  a 
up  so  fast  earlier  this  year  that  the  c< 
pany  was  forced  to  put  some  dealers 
allocation. 

Apple's  meteoric  growth  has  had  a 
to  do  with  its  current  problems.  S« 
1978,  sales  have  vaulted  from  $8  mill 
to  $117  million  and  this  year  could 
to  over  $300  million.  In  the  first  qua. 
of  Apple's  fiscal  year  ended  Dec.  31,  sa 
rose  63%  over  the  previous  quarter, 
pie  now  has  1,500  employees,  up  fl 
500  a  year  ago.  This  year  the  compan 
spending  a  hefty  $15  to  $16  million 
of  its  estimated  1981  sales)  on  reseai 
and  development.  Given  this  pace  i 
not  surprising  that  there  was  some 
of  control. 

Earlier  last  month,  in  what  Apple 
scribes  as  "part  of  an  essential  prun 
process"  and  a  "reordering  of  prioritit 
40  employees  were  weeded  out.  Ap 
prides  itself  on  being  run  as  one  big  b 
py  family.  But  mass  firings  don't  sit  v 
in  a  "family"  atmosphere. 

Top  management — which  owns  ell 
to  35%  of  the  stock — is  clearly  aw 
that  with  a  price/earnings  ratio  of  8] 
major  mistake  can  turn  the  tastiest  ap 
sour.  Apple  hasn't  made  a  big  mist; 
yet,  but  in  the  Apple  HI  it  has  a  ma 
disappointment.  And  Apple  still  has 
prove  that  it  can  put  together  the  kinc 
innovative  products,  manufactur 
skills  and  long-range  growth  that  cc 
petitors  like  Tandy,  Texas  Instrume 
and  Hewlett-Packard  have  been  derm 
strating  for  years,  with  down-to-ea 
P/Es  of  22,  13  and  20.  It's  not  just  h 
P/Es  that  separate  hot  little  compan 
from  good  major  corporations.  ■ 
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Don't  bet  the  company  is  an  old  rule,  but 
hairman  Bob  Galvin  came  close  to  doing 
^at  at  Motorola.  He  knew  what  he  was  doing, 
iwever,  and  the  bet  paid  off. 

"Winning  is  not 
a  sometime  thing" 


a  ■ — - — - 

.  torola  Chairman  Robert  W.  Galvin 

r  e  can  beat  the  Japanese  in  quality,  quantity  and  cost." 


By  Bob  Tbmarkin 

|m  here's  this  to  be  said  for  making 
consumer  products:  It  gets  and 
:y  keeps  your  name  before  the  public, 
•lien  Motorola  was  a  big  factor  in  TV 
1 3  and  car  radios  it  was  almost  a  house- 

d  word.  Now  people  say:  "Motorola? 
•j't  that  one  of  those  art  deco  radio 
jfisoles  from  the  1930s?" 
jflut  so  what?  If  the  general  public  is 
1  aware  of  Motorola,  investors  appar- 
41y  are.  They  know  that  the  Chicago- 
lied  outfit,  long  gone  from  the  radio 

jl  TV  business,  did  $3  billion-plus  and 
lined  almost  20%  on  its  stockholders' 
why  last  year.  Accordingly,  the  stock 
ijnmands  a  price/earnings  ratio  of  12 — 

•  ig  premium  over  the  market. 

Veil  over  $1  billion  of  those  sales  and  a 
) id  half  of  Motorola's  $186  million 
!  .96  a  share)  profits  last  year  came 

in  the   technologically  demanding, 

'liconductor  business. 
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Last  year  Motorola  Inc.  grabbed  the 
worldwide  lead  in  the  newest  generation 
of  semiconductor  components— the  64K 
RAM  (random  access  memory)  chip — 
selling  some  150,000  units  for  a  35% 
world  market  share.  Those  little  gadgets 
sell  for  as  much  as  $20  each.  They  are 
almost  unbelievably  complex  and  diffi- 
cult to  manufacture.  A  single  64K  RAM 
contains  65,536  electronic  components 
on  a  chip  the  size  of  a  fingernail. 

Motorola's  surge  in  the  64K  market  is 
all  the  more  impressive  since  it  was  play- 
ing catch-up  to  semiconductor  pioneer 
Texas  Instruments  Inc.  TI  had  at  least  a 
two-month  head  start  over  Motorola 
when  it  began  shipping  sample  quanti- 
ties of  the  64K  in  late  1978  and  early 
1979.  But  Motorola  has  shipped  six 
times  more  units  than  TI.  A  fast  start  in 
the  semiconductor  business  is  important 
because  profit  margins  are  higher  at  the 
start.  There  is  a  good  chance  the  early 
part  will  become  standard,  forcing  com- 


petitors to  redesign  for  compatibility. 
That's  what  Intel  accomplished  in  the 
mid-1970s  with  its  8-bit  microprocessor. 
Motorola's  President  John  F.  Mitchell  be- 
lieves Motorola  has  achieved  a  similar 
advantage  with  its  64K  chip.  "I  think 
everyone  is  mimicking  the  Motorola 
part,"  he  says  confidently.  "We  have  tre- 
mendous momentum  and  are  way  up  on 
the  learning  curve,"  Chairman  Robert 
Galvin  adds. 

Today  Motorola  remains  the  largest 
producer  of  discrete  components  and 
overall  is  a  solid  number  two  in  semicon- 
ductors behind  TI  and  ahead  of  National 
Semiconductor,  Intel  and  Fairchild  Cam- 
era &.  Instrument.  Moreover,  Motorola  is 
attacking  foreign  markets  with  a  vora- 
cious appetite.  Its  operations  are  stning 
across  the  world  from  Toulouse,  France 
to  Sri  Lanka,  where  last  month  it  chose  a 
site  for  a  new  assembly  plant.  Worldwide 
business  accounts  for  about  30%  of  Mo- 
torola's $3.1  billion  sales  and  20%  of  its 
$186  million  profits.  Nearly  40%  of  its 
70,000  employees  work  abroad. 

Part  of  its  overseas  strategy  is  to  meet 
the  Japanese  on  their  own  ground.  To 
this  end,  Motorola  is  supplying  micro- 
processors to  Sony  Corp.  for  aerospace 
work.  Recently,  it  bought  50%  of  Aizu- 
Toko,  a  subsidiary  of  Toko  Inc.  The  ven- 
ture will  save  Motorola  at  least  two  years 
in  making  and  marketing  MOS  (metal- 
oxide-silicon)  integrated  circuits  for  the 
Japanese  market.  And  Motorola  may  be 
about  to  crack  a  Japanese  market  where 
no  foreign  company  has  tread — Japan's 
government-owned  Nippon  Telegraph  & 
Telephone.  Until  now  NTT  would  not 
allow  foreigners  to  bid  on  contracts.  Mo- 
torola hopes  to  supply  NTT  with  a  line  of 
specially  designed  telephone  pagers. 

That  Motorola  is  where  it  is  today  is 
tribute  to  a  bold  and  brave  decision  made 
in  the  1970s  by  Galvin.  Bob  Galvin's 
father,  the  late  Paul  V.  Galvin,  founded 
the  company  in  1928  to  make  radios  for 
Detroit's  cars.  Motorola  went  on  to  be- 
come a  major  challenger  in  TV  sets, 
meanwhile  branching  out  into  two-way 
radios  and  communications  products, 
and,  later,  by  natural  progression,  into 
transistors  and  semiconductors. 

By  the  mid-1970s,  however,  Motorola 
was  in  trouble.  Its  semiconductor  busi- 
ness was  in  the  red.  The  Japanese  were 
smashing  into  the  TV  business,  and  Mo- 
torola was  stalled  in  the  number  four 
spot  in  the  U.S.  market. 

Bob  Galvin,  whose  family  still  owns 
about  10%  of  31  million  shares,  made  a 
tough  decision.  The  company  would  get 
out  of  consumer  goods  and  concentrate 
on  advanced  products.  Galvin  sold  his 
TV  business  to  Matsushita  for  $1 15  mil- 
lion. (He  did  not  want  to  part  with  the 
name  Motorola.  The  Matsushita  prod- 
ucts made  in  the  old  Motorola  facilities 
carry  a  Quasar  brand  name.)  Galvin,  58,  a 
quiet,  thoughtful  man  with  silver  hair, 
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explains  why  the  decision  was  made. 
Says  he:  "One  TV  dealer  gave  me  the 
whole  lesson  one  afternoon  when  he  said 
'The  power  is  in  the  buyer.'  "  In  short, 
Motorola  couldn't  control  the  retailers. 

In  the  wake  of  a  $25  million  loss  in  its 
IC  business  in  the  1974-75  recession, 
Galvin  also  fired  the  head  of  Motorola's 
semiconductor  operation  and  replaced 
him  with  John  Welty,  the  number  two 
man  in  the  division.  Along  with  Mitch- 
ell, and  Chief  Operating  Officer  William 
f.  Weisz,  two  of  the  corporation's  strate- 
gic architects,  Welty  began  implement- 
ing changes.  First,  the  discrete  and  inte- 
grated circuits  operations  were  split  up, 
each  with  its  own  manager. 

A  discrete  product  is  a  single-function 
transistor.  It  contrasts  with  an  integrat- 
ed circuit  consisting  of  many  transistors 
and  other  elements  "integrated"  on  a 
single  silicon  chip  to  perform  varied 
functions.  The  two  are  quite  different 
businesses.  A  veteran  insider,  Gary  L. 
Tooker,  was  named  to  head  up  discretes. 
To  run  the  IC  operations,  Motorola  went 
outside,  tappmg  Alfred  Stein  (Forbes, 
Oct.  1,  1979),  a  veteran  of  18  years  at 
Texas  Instruments.  Also  created  was  a 
special  unit  of  personnel  to  act  as  a  liai- 
son between  the  staffs  of  research  and 
design,  and  production. 

By  the  third  quarter  of  1976  the  inte- 
grated circuits  division  was  profitable 
and  the  semiconductor  group  as  a  whole 
was  in  the  black.  In  1977  Motorola  won 
highly  prized  contracts  from  both  Gener- 
al Motors  and  Ford  to  develop  microproc- 
essors systems  for  emission  controls  and 
carburetor  regulation. 

Motorola's  diversified  product  mix  is 
standing  it  in  good  stead  in  the  current 
confused  economic  situation.  While 
shipments  are  outstripping  orders  at 
most  semiconductor  houses,  Motorola's 
bookings  are  still  running  ahead.  De- 
mand for  MOS  semiconductors  has 
weakened,  but  some  65%  of  Motorola's 
chip  sales  are  in  discrete  and  bipolar  cir- 
cuits. Though  these  products  are  in  ma- 
ture markets  they  are  still  widely  used  in 
cars  and  computers.  All  in  all,  Motorola 
has  an  excellent  chance  this  year  of  beat- 
ing 1980  earnings  of  $5.96  a  share. 

As  befits  a  good  midwestern  company, 
Motorola  takes  inspiration  from  the  late 
Vince  Lombardi:  A  sign  on  Vice  Chair- 
man Weisz'  office  wall  quotes  the  old 
coach:  "Winning  is  not  a  sometime 
thing.  ..."  With  that  attitude,  Bob  Gal- 
vin and  his  team  respect,  but  are  not  in 
awe  of  their  Japanese  competitors.  Set- 
ting his  mouth  firmly,  Bob  Galvin  says: 
"We  can  beat  the  Japanese  in  quality, 
quantity  and  cost."  By  the  way,  if  you 
happen  to  be  driving  a  198)  GM  car  it 
almost  certainly  uses  a  Motorola  micro- 
processor in  its  ignition  system;  Motor- 
ola is  the  leader  in  world  automotive 
electronics.  That  goes  for  Japanese  cars, 
too:  electronics  by  Motorola.  B 


In  theory,  Prudential's  bid  for  the  Bach 
Group  makes  a  lot  of  sense.  In  practic 
though,  things  may  work  out  differently. 


Pru  +  Bache  =  ? 


By  Stanley  Ginsberg 


Prudential's  proposal  to  buy 
Bache  Group  Inc.  looks  something 
like  a  whale  eating  an  elephant. 
With  25,000  agents  in  1,200  offices 
across  North  America  and  $60  billion  in 
assets,  the  Pru  is  the  largest  insurance 
company  in  the  world.  Bache,  mean- 
while, has  3,000  brokers,  200  offices,  and 
$284  million  in  capital.  It  is  one  of  the 
biggest  securities  firms  around. 

The  reasons  for  the  deal  are  not  hard  to 
understand:  Both  companies  need  each 
other.  Aside  from  the  threat  of  a  take- 
over by  Vancouver's  Belzberg  family, 
Bache's  profit  margins  are  regularly  half 
those  of  Merrill  Lynch  or  E.F.  Hutton. 
Prudential  feels  limited,  too,  because  its 
high-cost  marketing  team  is  too  often 
selling  to  lower-income  customers.  "For 
us,"  says  Frank  Hoenemeyer,  Pru's  chief 
investment  officer  and  the  man  largely 
responsible  for  running  the  Bache  negoti- 
ations, "this  acquisition  is  a  logical  ex- 
tension of  our  strategic  direction— pro- 
viding a  greater  range  of  products  and 
services  to  a  wider  demographic  group." 

Clearly,  insurers  like  Prudential  con- 
front major  change.  Customers  are  no 
longer  content  to  leave  their  hard-earned 
dollars  in  whole  life  policies  that  return 
3%  to  4%  when  money  market  funds 
yield  4  or  5  times  that  amount.  The 
move  away  from  whole  life,  with  its 
massive  float  and  cushy  margins,  to  low- 
margin  term  insurance,  now  about  60% 
of  all  life  insurance  in  force,  has  eliminat- 
ed a  lot  of  the  industry's  play  money.  The 
hot  price  competition  between  the  mu- 
tuals  and  stock  companies  has  not  eased 
the  pinch,  either. 

As  a  result,  life  insurers  have  turned  to 
other  products.  The  Pru  moved  into  the 
property-casualty  business  some  ten 
years  ago,  but  industrywide  overcapacity 
has  kept  premiums,  and  profits,  way 
down.  ERISA  created  a  lot  of  managed 
account  business  also,  but  pension  funds, 
group  annuities  and  the  like  are  relative- 


Prudential's  Frank  Hoenemeyer 
Next  step:  what  to  do  with  it. 


ly  mobile  chunks  of  money  with 
that  rarely  exceed  50  basis  points.  If 
market  goes  against  an  insurer  as  it 
last  March  when  bonds  took  their  d 
even  that  can  get  squeezed.  "We  w 
actively  considering  setting  up  our  c 
mutual  funds,  money  market  funds 
shelter  programs,"  says  Hoeneme 
"We're  looking  at  the  $25,000 
$50,000-a-year  consumer  who  aire 
has  adequate  insurance  and  is  now  1c 
ing  for  income  and  capital  protection 

Does  that  sound  suspiciously 
Bache's  clients?  It  should,  for  the  brol 
age  houses  are  in  a  similar  margin  b 
"A  lot  of  what's  happened  to  the  brol 
age  business,"  observes  Donald  Kran 
chairman  of  Kramer  Capital  Con 
tants,  "is  the  result  of  the  SEC's  elimi 
tion  of  fixed  brokerage  fees  in  favo 
negotiated  rates."  Supposedly,  negot 
ed  fees  were  going  to  help  small  in1 
tors.  In  fact,  they  helped  the  institutk 
who  could  use  their  big-volume  cloui 
cut  extras  to  the  bone.  "All  of  a  sudde 
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tiramer  continues,  "the  brokers  had  to 
'take  their  money  from  those  small  in- 
i;stors  by  selling  them  a  lot  of  heavily 
:ont-loaded  products — shelters,  annu- 
i  ies,  money  funds  and  insurance." 
Merill  Lynch,  for  example,  picked  up 
imily  Life  Insurance  Co.  in  1974,  and 
utton  and  Shearson  Loeb  Rhoades  be- 
jin  selling  life  insurance,  too.  Bache  got 
,ito  the  insurance  brokerage  business  in 
p78,  with  the  acquisition  of  Albert  M. 
;;nder,  a  West  Coast  property-casualty 
oker.  Last  year  it  acquired  Ter  Bush  & 
Dwell,  Inc.,  an  East  Coast  business  that 
inters  on  group  insurance. 
Opportunities   for   synergy  abound, 
ow,  the  Pru's  army  of  agents  can  peddle 


Bache-run  mutual  funds.  Bache's  stock- 
brokers might  add  segments  of  the  broad 
Prudential  product  line  to  their  wares. 
The  ultimate  battleground,  of  course,  is 
with  such  companies  as  American  Ex- 
press, Citicorp  and  Merrill  Lynch,  which 
have  long  labored  to  become  marketers 
of  a  full  line  of  financial  services.  What 
Prudential  has  to  offer  is  its  massive 
asset  base  and  the  industry's  largest- 
selling  network.  It  will  surely  be  handi- 
capped, however,  by  the  inherent  com- 
plexities of  linking  any  two  big  organiza- 
tions and  by  its  relatively  late  entry  into 
a  crowded  field. 

What's  more,  Prudential's  managers 
admit  to  having  no  clear  competitive 


strategy  in  the  works.  How  do  they  see 
Bache  complementing  their  basic  busi- 
ness? "I  really  don't  know,"  confesses 
Chairman  and  CEO  Robert  Beck.  "The 
deal  came  to  us,  it  looked  right  and  we 
went  with  it.  But  we  haven't  developed 
our  battle  plans."  While  few  details  of  the 
proposed  acquisition  have  been  made 
public,  Hoenemeyer  does  acknowledge 
that  Bache's  current  top  management 
will  stay  on  at  least  until  contracts  expire 
in  July  1982.  He  also  makes  a  point  of 
noting  that  7,500  of  the  Pru's  agents 
have  already  passed  the  NASD  qualifying 
exam  for  registered  reps. 

Roger  Birk,  James  Robinson  and  Wal- 
ter  Wriston  are  fairly  warned.  ■ 


By  Phyllis  Herman 


Vhat  were  those  Canadian  oil  and  money 
"ten  doing  in  Houston?  They  were  getting 
igether  to  work  out . . . 


The  end  run 
around  Trudeau 


change,  which  is  booming.  Canadian 
pension  fund  managers,  in  contrast,  have 
a  huge  problem.  They  have  been  under 
long-standing  orders  from  Trudeau  to 
limit  investments  in  foreign  securities  to 
10%  of  fund  assets,  with  90%  of  their 
investments  allocated  to  Canadian  com- 
panies. But,  to  Trudeau's  chagrin,  the 
fund  managers  have  lately  learned  to  deal 
with  that  problem.  The  trick  is  to  find 
companies  that  have  both  Canadian  own- 
ership and,  say,  half  or  more  of  their  cash 
flow  (earnings  plus  depletion  and  depreci- 
ation) from  the  U.S. 

Only  last  month,  for  example,  40 
Canadian  analysts  and  money  manag- 
ers— representing  billions  of  dollars  of  in- 
vestment power— spent  three  days  at  a 
conference  in  Houston  sponsored  by  the 
Toronto  brokerage  firm  A.E.  Ames  & 
Co.  The  assembly  at  the  Houstonian 
convention,  hotel  and  health  spa  com- 
plex included  $27  billion  (assets)  Royal 
Trustco,  $19  billion  Canada  Trustco  and 
$8  billion  National  Trust  Co.  There,  in 
the  posh  Elm  Room,  overlooking  18  se- 
cluded acres  of  pine  forest,  the  Canadi- 
ans heard  presentations  from  12  oil-relat- 
ed companies  that  met  the  test. 

These  Canadian  companies  were  not 
newcomers  to  the  U.S.  Many  had  come 


m  anadian  Prime  Minister  Pierre 
|  Trudeau,  lawyer  by  training,  poli- 
Jf  tician  by  trade,  seems  to  be  get- 
xg  results  from  his  new  rules  for  Can- 
a's  oil  and  gas  industry.  But  the  results 
ay  not  be  quite  what  he  intended  or 
esaw. 

Trudeau's  intent  was  to  reduce  foreign 

,mership  of  Canada's  oil  and  gas  re- 
.lrces  from  75%  to  about  50%.  To  ac- 
mplish  this  he  hit  the  Canadian  indus- 

r  last  October  with  a  number  of  new 

jles.  Among  them:  an  8%  tax  on  gross 
venues,  an  additional  tax  on  natural  gas 

j.es,  loss  of  much  of  the  tax  benefit  of 
pletion  and  its  replacement  with  an 
tawa  subsidy  for  exploration,  which 

I  ties  in  proportion  to  degree  of  Canadi- 
ownership.  He  also  gave  the  govern- 

pnt  the  right  to  acquire  a  25%  interest 
any  new  discovery  made  in  federal 

|ids  or  waters  and  established  yearly 

jce  limits  for  Canadian  oil  and  gas  for 

h  next  ten  years, 
ndividual  Canadian  investors  have  no 
iuble  ignoring  Trudeau's  arbitrary  con- 
aints.  They're  busily  pouring  money 

|:o  oil  and  gas  exploration  in  the  U.S., 
en  by  way  of  the  Vancouver  Stock  Ex- 
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down  in  the  mid-Seventies  after  an  earli- 
er Trudeau  assault  on  the  Canadian  oil 
and  gas  industry  in  1974.  There  was,  for 
example,  Husky  Oil,  at  $1.1  billion  (rev- 
enues) a  giant  of  the  bunch,  a  company 
over  75%  owned  by  Canadians  but  ob- 
taining 53%  of  its  operating  income 
from  refineries  in  Wyoming  and  Utah 
plus  other  producing  properties  and  gas 
stations  in  the  U.S.  There  was  Czar  Re- 
sources, a  small  wildcatter  with  most  of 
its  proven  reserves  in  Canada  but  with 
50%  of  its  cash  flow  coming  from  the 
U.S.  Czar,  based  in  Calgary,  established  a 
U.S.  base  in  Houston  three  years  ago  and 
now  has  10,000  net  acres  in  the  Austin 
Chalk,  a  thick  south  Texas  belt  of  oil- 
producing  fractures.  This  year  Czar  will 
spend  $47  million  on  U.S.  exploration, 
more  than  it  will  spend  north  of  the 
border.  Thus  does  Trudeau's  action  di- 
vert capital  away  from  his  own  country, 
presumably  just  the  opposite  of  the  result 
he  intended. 

It's  not  as  though  Trudeau  hasn't  been 
warned  about  the  effect  of  his  actions.  In 

1974  his  government  disallowed  the  de- 
ductibility of  provincial  royalty  rates  for 
federal  tax  purposes,  hiking  combined 
tax  and  royalty  rates  to  more  than  100% 
in  some  cases.  And  Canadian  oil  compa- 
nies took  the  hint.  "Back  in  1974  and 

1975  Canadians  sucked  up  all  the  avail- 
able office  space  in  Houston,"  says  ana- 
lyst Lynn  Houston  of  Cowen  &  Co.  But 
in  1975  Trudeau  softened  his  stance,  tax- 
ing only  75%  of  oil  companies'  produc- 
tion income.  The  Canadian  industry 
drilled  in  Canada  again. 

This  time  Trudeau  is  using  carrot  as 
well  as  stick  with  Canadian  oil.  Because 
of  his  exploration  incentives,  a  company 
such  as  Dome  Petroleum,  through  a  new- 
ly created  subsidiary,  will  be  reimbursed 
80%  of  its  enormous  exploration  costs  in 
the  Beaufort  Sea,  off  Canada's  Northwest 
Territories.  But  that  hasn't  kept  Dome 
out  of  the  U.S.  Dome  intends  to  spend 
some  $85  million  in  the  U.S.  this  year.  It 
didn't  appear  at  the  Houston  meeting. 
Neither  did  Home  Petroleum,  the  subsid- 
iary of  Canada's  Hiram  Walker-Consum- 
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Canada's  Prime  Minister  Pierre  Trudeau 
So  much  for  his  intentions. 

ers  Home  Ltd.  But  Home  had  sent  its 
money  south  a  few  months  ago  when  it 
paid  $630  million  to  Denver  oilman  Mar- 
vin Davis  for  some  of  his  U.S.  oil  and  gas 
properties. 

The  pension  fund  managers  completed 
their  conference  and  departed  Houston, 
keeping  any  commitments  they  may 
have  made  hush-hush.  Naturally,  most 
would  like  to  keep  their  end  run  around 
Trudeau  as  quiet  as  possible. 

But  what  kind  of  investment  opportu- 
nities did  they  find  among  the  expatriate 
Canadians?  Many  companies  are  work- 
ing a  peculiar  geological  formation  called 
the  Austin  Chalk — some  of  them  enjoy- 
ing a  high  cash  flow  because  of  it.  One 
such  company  is  Calgary-based  Trinity 
Resources.  Trinity  was  nearly  broke  in 
1976,  when  Murray  McKinnon  took  over 
its  presidency  and  had  the  happy  notion 
of  raising  fresh  capital  on  the  Vancouver 
Exchange. 

That's  been  a  wild  market  in  recent 
years — mushrooming  in  trades  and 
members,  loosely  regulated,  casually  po- 
liced— but  never  wilder  than  now  when 
Vancouver  is  the  most  active  stock  ex- 
change in  Canada.  Last  year  1.72  billion 
shares,  worth  $3.8  billion,  were  traded 
there,  up  from  913  million  shares  worth 
$1.3  billion  in  1979.  Swelling  the  totals, 
of  course,  is  the  anxiety  of  Canadians  to 
push  money  into  U.S.  oil  deals  now  that 
their  own  government  has  soured  the 
action  at  home. 

McKinnon  took  the  money  he  raised 
in  Vancouver  and  headed  for  Texas  and 
the  Austin  Chalk.  Trinity's  interests  in 
58  wells  in  the  Chalk  now  yield  a  net 
production  of  1,400  barrels  of  oil  and  3 
million  cubic  feet  of  gas  per  day.  That's 
enough  to  provide  Trinity  with  roughly 
three-quarters  of  its  estimated  cash  flow 
of  $12  million  a  year. 

The  Austin  Chalk — which  some  oil- 
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men  have  taken  to  calling  the  Canadian 
Chalk — is  a  prolific  producer.  Its  largest 
field  is  now  producing  over  80,000  bar- 
rels of  oil  and  234  million  cubic  feet  of 
gas  a  day  from  960  wells.  Advanced  seis- 
mic-techniques assure  success  ratios  as 
high  as  80%.  And  because  of  the  geologi- 
cal characteristics  of  the  trend;  initial 
production  is  abundant,  ensuring  rapid 
cash  flow.  Wells  have  a  way  of  declining 
quickly  to  more  modest  production  in 
the  Austin  Chalk.  But  you  can't  have 
everything. 

"Cash  flow  is  what  counts  in  this  busi- 
ness," says  McKinnon.  "With  those  high 
success  ratios  a  Canadian  company  gets 
immediate  cash  flow.  And  since  Canadi- 
an operators  can't  write  off  U.S.  explora- 
tion expenses  against  Canadian  income, 
immediate  cash  flow  in  the  U.S.  means 


that  they  are  using  U.S.  tax  dollar 
continue  their  exploration  here." 

Leslie  Broker,  vice  president  in  cha 
of  Czar  Resources'  U.S.  operation, 
plains  the  two  countries  in  an  oilma 
terms.  "The  disadvantage  in  the  U.S 
that  this  is  a  more  mature  province," 
says.  "Reserves  are  harder  to  find  £ 
even  when  you  do  find  them,  there  art 
as  many  reserves  per  well.  In  Cam 
you're  dealing  with  a  situation  wh 
geological  information  is  part  of  the  pi 
lie  record.  Here  in  the  U.S.  no  one  has 
reveal  anything  about  what  he's  fou 
So,  in  Canada  you  don't  have  to  be 
good  at  finding  oil  and  gas — yet  with 
price  of  oil  and  gas  in  the  U.S.  3  o 
times  what  we  can  get  in  Canada,  thei 
no  question  that  while  it's  harder  he 
it's  better  here."  ■ 


As  a  big  supplier  to  the  auto  and  truck  indu 
tries,  Fruehauf  Corp.  could  be  in  trouble.  The 
why  is  Bob  Rowan  worried  about  a  takeover 

"We're  close  to 

earning 
$10  a  share" 


By  Maurice  Barnfather 


In  the  comfort  of  the  executive 
suite  deep  within  $2  billion  (sales) 
Fruehauf  Corp.'s  outwardly  austere 
Detroit  headquarters,  you  get  the  feeling 
Chairman  and  President  Robert  D.  Row- 
an's most  pressing  decision  is  whether  to 
relax  in  front  of  his  roaring  fire  or  work 
out  on  the  gleaming  Nautilus  machine  in 
the  exercise  room  tucked  away  at  the 
back  of  his  office. 

But  the  relaxed,  oak-paneled  atmo- 
sphere surrounding  Rowan  is  deceptive. 
He  has  little  time  for  these  diversions. 
He's  running  the  world's  largest  maker  of 
truck  trailers,  with  a  third  of  this  highly 
fragmented  market.  After  four  straight 
upticks,  Fruehauf 's  earnings  collapsed 
last  year  to  $2.63  a  share,  from  $7.28  in 
1979.  "Interest  rates  really  killed  us," 
Rowan  says,  recalling  the  40%  slump  in 
industry  unit  sales.  "It's  as  if  someone 
took  a  meat  cleaver  and  chopped  off  our 
incoming  orders,"  he  adds. 

Is  Rowan  worried?  After  all,  interest 
rates  are  still  historically  high  and  recent 


economic  indicators  like  falling  co 
modity  prices  and  rising  unemployrm 
claims  suggest  that  the  economy  mij 
be  slipping  again  into  recession.  F 
Rowan  has  never  been  happier.  "It's  h 
to  think  of  a  business  with  greater  pot 
rial,"  he  says,  sitting  on  his  patchwc 
sofa,  legs  crossed,  arms  crossed — ai 
presumably,  fingers  crossed  too.  "Lo< 
February's  orders  rose  20%  on  Janua 
March  will  be  ahead  of  that.  The  rect 
ery's  beginning.  I  expect  record  sales  a 
earnings  in  1982  and  for  several  ye. 
after  that."  Whistling  in  the  graveya: 
Actually,  Rowan  has  a  host  of  good  r 
sons  to  think  positively  about  Fruehat 

Optimism  comes  naturally  to  E 
Rowan,  a  born  salesman  who  has  dev 
ed  most  of  his  working  life  to  Frueha 
but  the  facts  seem  to  bear  out  his  re 
expectations. 

Says  he:  "The  industries  we  serve 
undergoing  a  revolution.  Trailers  we'll 
building  five  years  from  now  will 
completely    different    from  today' 
Why?  "Because  the  cost  of  oil  is  goi 
up,"  he  says.  "We're  working  on  equ 
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^ent  that'll  give  15%  to  20%  more  mile- 
!ge  and  haul  20%  to  40%  more  goods." 
Ps  a  rerun  of  what's  happening  in  the 
juto  industry.  "But  unlike  the  auto  in- 
dustry, there  are  no  Japanese  firms  that 
|m  economically  ship  a  6-ton  trailer  and 
lreaten  our  market  during  the  transi- 
on  to  more  fuel-efficient  trailers,"  says 
owan  confidently. 

He's  right,  of  course,  and  it's  going  to 
lean  trailer  sales  above  the  levels  need- 
i  to  replace  worn-out  stock  or  to  cope 

ith  a  revived  economy.  "I'm  convinced 
lere's  a  pent-up  demand,"  says  Rowan. 
'.e  predicts  industry  unit  sales  of 
?5,000  in  each  of  the  next  four  years, 
Dmpared  with  132,000  units  in  1980.  Of 
jurse  that  depends,  says  Rowan,  on 
eagan's  medicine,  which  he  thinks  will 
ork,  and  on  the  level  of  interest  rates. 


by  locally  based  subsidiaries.  But  foreign- 
ers, it  seems,  lag  the  U.S.  in  trailer  chic. 
Example?  "Piggybacking,  trailers  on  rail- 
cars;  the  English  have  decided  they  just 
discovered  it.  And  the  same  is  true  in 
much  of  Europe,"  Rowan  says,  rubbing 
his  hands  at  the  prospect  of  greatly  en- 
hanced overseas  sales  as  new  uses  are 
found  for  trailers. 

Not  all  Fruehauf 's  eggs  are  in  one  bas- 
ket. "Our  diversification's  so  successful 
it's  unbelievable,"  he  says.  "The  thing  is, 
nobody  ever  looks  at  the  figures."  For 
instance?  "We  acquired  two  beat-up, 
downtrodden  shipyards  that  were  going 
no  place  and  doing  nothing.  Today 
they're  the  two  best  repair  yards  on  the 
East  Coast."  Says  Rowan  of  his  two  ship- 
yards at  Baltimore  and  Jacksonville,  Fla., 
which  accounted  for  almost  10%  of  sales 


that?  Says  Rowan,  arms  outstretched: 
"Our  shareholders  should  look  to  the 
East  and  praise  Allah  for  this  diversifica- 
tion." He  means  it.  Kelsey-Hayes  is  a 
leading  maker  of  lightweight  aluminum 
small-car  wheels.  As  Detroit  downsizes 
its  cars,  lighter,  smaller  wheels  are 
what's  wanted.  Kelsey-Hayes  might, 
after  all,  be  a  bonanza. 

Clearly  Fruehauf  will  be  spending 
heavily  in  trailers  and  other  businesses 
like  Kelsey-Hayes.  Indeed,  capital  spend- 
ing was  $88  million  last  year,  vs.  $163 
million  in  1979,  and  it  is  projected  at 
$100  million  in  1981.  Long-term  debt  is 
already  approaching  45%  of  capital. 
Where  is  the  money  to  come  from?  For 
one  thing,  Fruehauf  has  a  healthy  cash 
flow  despite  depressed  earnings  last  year. 
Moreover,  its  finance  subsidiary,  uncon- 


uehauf  Corp.  's  Chairman  Robert  D.  Rowan 

<ur  shareholders  should  look  to  the  East  and  praise  Allah." 

rou  know,  those  same  people  who  said 
jben  we  were  in  an  economic  heaven 
lat  things  were  never  going  to  change, 
jy  nothing  is  going  to  improve  now  that 
fe're  at  the  bottom  of  the  cycle."  Says 
1  angry  Rowan:  "Things  are  always 
j.anging." 

There's  another  reason  for  Rowan's 
j'tirnism.  "Eventually  our  international 
arket  will  be  as  large  as  the  domestic, 
;aybe  within  five  years."  Currently 
ii%  of  Fruehauf 's  sales  are  made  abroad 


last  year,  "We  have  contracts  with  all 
major  Japanese  shipping  companies. 
They  come  to  us  for  refitting.  We  do  it 
better  and  cheaper  than  in  Japan.  That's 
no  bullshit." 

What  about  the  $92  million  acquisi- 
tion in  1973  of  then  $500  million  (sales) 
Kelsey-Hayes?  It  gets  70%  of  revenues 
selling  brakes,  wheels  and  other  original 
equipment  to  automakers.  Not  surpris- 
ingly, after  six  record  years,  earnings 
were  down  in  1980.  What's  smart  about 


solidated,  might  offer  additional  buying 
power.  And,  finally,  there  is  divestiture. 
"We  could  sell  every  company  we  own 
today  for  20  to  30  times  what  we  paid. 
There  are  one  or  two  that  could  do  better 
with  somebody  else.  We'd  raise  $100 
million  this  way."  Which  ones?  Rowan 
won't  say,  but  Fruehauf's  highly  profit- 
able aerospace  operation  looks  to  be  a 
strong  possibility. 

Okay,  if  Fruehauf's  businesses  are 
turning  around,  and  others  are  to  be  sold 
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for  cash,  doesn't  Rowan  fear  a  takeover? 
After  all,  Fruehauf's  book  value  is  com- 
fortably over  $43  a  share,  against  a  recent 
market  price  of  27.  "We're  threatened  all 
the  time,"  he  says.  "Frankly,  we've  had 
several  offers  from  foreign  companies." 
So  serious  is  Rowan  that  Fruehauf  al- 
ready has  a  detailed  defense.  "We're  pay- 
ing retainers  to  Kidder,  Peabody  and  a 
leading  legal  firm  in  this  area." 

If  a  public  takeover  bid  does  surface, 
Rowan  knows  that  his  past  troubles 


might  well  be  dragged  through  the  press 
again.  In  1975  Rowan,  as  president,  and 
William  Grace,  as  chairman,  were  con- 
victed of  conspiring  to  defraud  the  gov- 
ernment of  $12  million  in  excise  taxes. 
Rowan  had  a  six-month  prison  sentence 
commuted  to  four  months'  duty  at  De- 
troit's Sacred  Heart  Rehabilitatibn  Cen- 
ter and  two  years'  probation.  He  returned 
to  run  Fruehauf  in  May  1979.  "You  see, 
I'm  really  a  round  peg  in  a  round  hole," 
Rowan  says  fondly  of  his  attachment  to 


The  Washington  wheels  are  turning  to  give 
independent  truckers  greater  freedom — to  the 
alarm  of  the  rest  of  the  trucking  industry. 


Independence  for 
the  independents? 


By  Beth  Brophy 


I'd  say  my  profit  margins  are  about 
50%  slimmer  than  when  I  first  went 
into  business,"  drawls  independent 
trucker  Richard  Wagner  of  Odessa,  Mo. 
He  has  been  hauling  40,000-pound  loads 
of  meat  and  other  freight  from  Liberal, 
Kans.  to  the  East  Coast  for  20  of  his  49 
years.  Wagner's  blue  Ford  diesel  truck 
cost  $55,000  when  he  bought  it  last  year 
with  a  25%  down  payment  of  $13,800 
and  an  18%  four-year  loan  plus  his  old 
truck.  That  means  fixed  monthly  costs  of 
$1,200  even  before  Wagner  buys  fuel, 
$3,000  a  month;  his  Kansas  operating 
plates,  $133  a  month;  and  insurance, 
$184  a  month.  Wagner  says  he  paid  taxes 
on  $20,000  last  year,  and  he  hopes  to  earn 
a  lot  more  if  the  Interstate  Commerce 
Commission  approves  a  rule  letting  him 
lease  his  truck  directly  to  shippers. 

Today  Wagner  fiasco  pay  25%  or  more 
off  the  top  to  a  "certified  carrier" — a 
middleman  who  handles  cargo  insurance 
and  paperwork  and  lines  up  customers 
for  him.  On  a  typical  1,500-mile  trip 
Wagner  grosses  $1,275 — 75%  of  the 
$1,700  the  shipper  who  hires  him  pays  to 
move  his  goods. 

Why  the  high  fee?  Because  the  carrier 
has — and  he  hasn't — an  ICC  license  giv- 
ing a  driver  authority  to  operate  on  the 
roads.  Independent  truckers  like  Wagner 
are  in  business  for  themselves.  Th 
move  the  goods  on  their  trucks  while  the 


"carrier"  handles  the  paperwork. 

The  independents  insist  that  lately 
things  have  been  getting  even  worse. 
"The  fixed  costs  of  many  of  the  common 
carriers  that  use  the  services  of  the  own- 
er-operators have  not  increased  as  fast  as 
operating  costs  of  the  independents," 
says  Herbert  Jacob,  a  director  of  the 
3,200-member  Independent  Drivers  As- 
sociation of  America.  Equipment  costs 
have  been  escalating  at  12%  a  year,  he 
says.  "Wagner's  $55,000  truck  would 
cost  him  $62,000  today.  And  not  all  inde- 
pendents have  fixed  interest  rates,  ei- 
ther. Some  pay  escalating  rates  that  have 
climbed  to  22%  lately." 

But  Wagner's  life  could  change  drasti- 
cally as  a  result  of  a  proposed  rule  change 
now  before  the  ICC — a  longtime  bureau- 
cratic mother  hen  that  recently,  under 
its  Carter-appointed  chairman  and  staff, 
seems  to  have  become  an  ardent  champi- 
on of  deregulation.  The  proposed  rule 
would  allow  owner-operators  and  others 
not  licensed  by  the  ICC  to  lease  their 
equipment  with  drivers  directly  to  ship- 
pers. That  could  cut  out  the  licensed  car- 
riers and  their  commission  entirely. 
What's  more  likely,  though,  is  that  the 
independents'  new  leasing  freedom 
would  enable  them  to  negotiate  better 
deals  with  the  carriers — just  as  onetime 
captive  baseball  players  have  been  able  to 
do  vastly  better  as  free  agents  in  a  com- 
petitive marketplace. 

But  the  biggest  wheels  in  American 


Fruehauf,  which  he  joined  26  years  agt 
a  financial  controller. 

Actually,  the  IRS  still  claims  $5 1 .6  r) 
lion  from  Fruehauf.  It  won't  get  it  all 
course.  Even  if  it  did,  Fruehauf  would 
out  only  $30.9  million  after  taxes,  ab 
$2.53  a  primary  share. 

That's  a  mosquito  bite.  Particuh 
when  you  consider  Fruehauf's  potent 
"You  know,"  says  Rowan,  "we're  eld 
to  earning  $10  a  share  than  any^ 
thinks."  ■ 


trucking — the  Teamsters,  with  500,1 
trucking  members,  and  the  Amerii 
Trucking  Association,  which  represe 
17,000  trucking  companies  and  51  st 
associations — bitterly  oppose 
change.  What  makes  the  opposit 
more  formidable  is  that  Reese  Tayi 
the  man  said  to  be  Reagan's  favorite 
ICC  chairman,  is  an  old  ally  of  the  Tea 
sters  and  ATA.  ICC  staffers  are  hoping 
drive  the  new  rule  through  within 
next  month  before  any  new  chairn 
slams  the  brakes  on  making  the  truck 
industry  more  competitive.  Most  of 
five  current  ICC  commissioners  seen: 
favor  the  proposed  change. 

The  heart  of  the  ATA's  and  Te£ 
sters'  case  against  the  proposed  rule 
that  the  ICC  lacks  the  legal  authority 
alter  the  distinction  between  regula 
"for-hire  carriers"  and  "private  carriei 
The  latter,  who  are  exempt  from  regi 
tion,  include  outfits  like  Sears,  Roebui 
for  example,  that  often  do  their  o 
hauling  but  could  also  contract  with 
independent.  "It  would  mean  that  thi 
sands  of  for-hire  carriers  could  oper 
free  of  regulation  while  competing  w 
us  regulated  carriers.  Every  truck  dri 
and  every  leasing  company  could  b 
for-hire  carrier,  hauling  anything  a 
where,"  says  Richard  Few,  president 
$18  million  (revenues)  Cooper  Ma 
Freight  of  Greenville,  S.C 

What's  wrong  with  that?  ask  the  oi 
er-operators,  who  contend  that  increa 
competition  results  in  greater  efficiei 
and  lower  costs.  "Shippers  are  only  % 
ting  50  cents  of  transportation  out 
every  dollar  they  pay  now,"  says  Wagi 
"The  rest  is  going  to  outrageous  o\ 
head  fees  and  union  wages." 

There  are  also  sharp  differences  in 
effect  that  the  new  rule  would  have 
highway  safety.  "The  ATA  uses  the  ar 
ment  that  the  independents  are  a  bur 
of  cowboys  and  need  looking  afte 
scoffs  an  ICC  official.  Says  Mike  Pa 
hurst,  publisher  of  Overdrive ,  a  truck 
trade  magazine:  "The  independents  h; 
lower  accident  rates,  more  pride  and 
more  careful  driving  their  own  trucks 

Given  the  political  uncertainty  of  w 
will  be  the  next  ICC  chairman,  only  t 
completely  safe  prediction  can  be  ma 
Says  ATA  lawyer  Robert  Hirsch 
are  prepared  to  go  to  court."  ■ 
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How  active  management 
of  international  portfolios 
helps  Morgan  clients 


Member,  FDIC 
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Some  of  the  Morgan  officers  responsible  for  international  investment  strategy  are  shown  in 
London  From  left,  Martin  Harrison,  Minoru  Itoh,  Karl  Van  Horn,  Walter  Zinsser,  Charles  Green. 


Alert  pension  fund  sponsors,  founda- 
tions, and  other  institutions  increas- 
ingly seek  the  twin  benefits  that 
internationally  diversified  portfolios 
can  provide:  reduced  risk  and  im- 
proved return.  Many  have  turned  to 
The  Morgan  Bank,  which  manages 
more  than  $700  million  in  overseas 
equities  and  fixed-income  securities 
for  U.S.  employee  benefit  plans.  We 
earned  this  leadership  position  by 
developing  a  multinational  team  of 
professionals  and  by  achieving  an  out- 
standing record  of  performance. 
Headquarters  in  London 
Morgan's  international  investment 
experience  dates  from  the  early  sixties. 
Today  our  international  investment 


team  is  headquartered  in  London,  and 
has  been  expanded  to  include  profes- 
sionals in  Paris,  Geneva,  New  York, 
Hong  Kong,  and  Tokyo. 

At  Morgan  geographic  diversification 
is  actively  managed  and  based  on  care- 
ful research.  It  broadens  the  range  of 
investment  options.  It  can  smooth  the 
cyclical  bumps  that  are  bkely  to  jar  a 
one-economy  portfolio. 

Morgan's  special  resources 

Active  fund  management  like  this 
requires  special  resources.  Our  inter- 
national investment  managers  draw  on 
the  knowledge  of  a  multinational 
research  team,  the  country-by-country 
analyses  of  our  international  econo- 
mists, and  the  currency  judgments  of 


the  bank's  foreign  exchange  specialists 
in  the  world's  money  centers.  The  flow 
of  information  and  judgments  from 
these  experts  is  employed  systemati- 
cally, enabling  our  managers  to  build 
portfolios  that  balance  risk  and  return 
in  accord  with  each  client's  objectives. 

Morgan  employs  two  types  of 
account.  Any  client  may  use  directly 
invested  accounts.  Qualified  U.S. 
employee  benefit  plans  may,  in  appro- 
priate cases,  use  our  international  com- 
mingled funds. 

Write  for  details 

For  more  information,  write  John 
L.  Griffith  Jr.,  Vice  President,  Morgan 
Guaranty  Trust  Company,  9  West  57th 
Street,  New  York,  N.Y  10019. 


The  Morgan  Bank 


Anew 

dimension  in 
energy  savings 
along  existing  lines. 

>  Now  a  single  system  can  enhance  your  communications  capabilities  and 
lower  energy  costs  by  as  much  as  20%.  And  that  single  system  is  already  wired  to  a 
large  extent  in  any  building  with  existing  telephone  lines,  so  you  also  save 
considerably  on  the  cost  of  installation. 


<^>  A  decision  within  a  process  symbolizes  information  management. 

Energy  communications  achieves  vital  savings  by  applying  the  specific 
strategies  of  a  Bell  System  Energy  Study  conducted  at  your  place  of  business. 

Dimension"  PBX  with  Energy  Communications  is  easy  to  operate  and 
easily  updated.  It  implements  your  programmed f  bnofT"  cycles  and  load-shedding 
during  times  of  peak  demand.  It  transmits  signals  to  units  that  help  prevent  energy 
waste  in  ways  as  complex  as  adjusting  heating  and  cooling  systems  and  as  simple  as 
turning  lights  on  and  off.  Night  and  day.  Summer  and  winter. 

The  same  system  improves  overall  productivity  by  providing  more 
flexibility  and  greater  control  over  your  internal  and  external  communications. 

Managing  information  to  manage  energy  means  getting  the  most  from 
the  resources  on  hand— another  example  of  the  Bell  System  putting  its  knowledge  to 
work  for  your  business.  M 


The  knowledge  business 
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More  VO.  is  bought  than  any  other  imported 
distilled  spirit  in  America.  More  than  any  Scotch, 
Canadian,  Rum,  Gin,Vodka,Tequila.^*bu  name  it. 
Enjoy  our  qualify  in  moderation. 

CANADIAN  WHISKY.  A  BLEND  OF  CANADA'S  FINESTWISKIES  6  YEARS  OLD.  86.8  PROOF.  SEAGRAM  DISTILLERS  CO.,  N.Y.C. 


Thy  are  foreign  investors  pouring  billions 
ito  Australian  natural  resources?  Because  if 
ining  is  the  investment  opportunity  of  the 
ghties,  Australia  is  where  it's  at. 


Australia's  soaring 
minerals  boom 


By  James  W.  Michaels 


wi  ore  conveyor  in  Western  Australia 

it  of  all,  elbow  room  to  exploit  their  natural  resources. 


We  cannot  vouch  for  its  authen- 
ticity, but  a  very  distinguished 
Australian  businessman  recent- 
ly told  us  this  story: 

Although  he  was  christened  John  Mal- 
colm Fraser,  nobody  ever  calls  Australia's 
Prime  Minister  anything  but  Malcolm 
Fraser;  the  "John"  has  long  ago  atro- 
phied. But  when  "Big  Mai,"  as  the  Aus- 
sie press  calls  him,  visited  the  White 
House  a  few  years  back,  Jimmy  Carter 
greeted  him  with,  "How  are  you,  John?" 
It  seems  Carter's  staff  work  in  this  case 
was  limited  to  a  quick  perusal  of  the 
International  Who's  Who. 

Not  many  leading  U.S.  businessmen 
would  have  made  the  same  mistake.  For 
literally  hundreds  of  them,  the  7,300- 
mile  commute  to  Down  Under  has  be- 
come an  exhaustingly  familiar  one  and 
Big  Mai  a  refreshing  kind  of  politician.  In 
fact,  these  businessmen — usually  in  part- 
nership with  local  capital — are  pouring 
so  many  billions  into  Australian  natural 
resource  development  that  they  dwarf 
the  takeover  bids  by  oil  companies  in  the 
U.S.  for  mining  companies  like  AMAX 
and  Kennecott.  In  a  resource-short  fu- 
ture, an  Australian  coal,  copper  or  urani- 
um mine  may  be  a  priceless  asset. 

You  need  a  few  simple  facts  about  Aus- 
tralia to  understand  why: 

Imagine  a  United  States  with  just  10 
million  people  living  on  a  narrow  strip 
along  the  East  Coast  from  Boston  to  Flor- 
ida, a  million  in  the  South  around  New 
Orleans  and  a  scant  million  more  on  the 
West  Coast.  There  are  also  outposts  in 
St.  Louis  and  Chicago.  The  rest  of  the 
country  is  almost  empty.  That  describes 
Australia.  A  continent  almost  as  big  as 
the  U.S.,  it  has  only  one-sixteenth  the 
population — just  14  million  people. 

The  reasons  that  kept  most  of  Austra- 
lia empty  and  unexploited  were  valid  in 
the  19th  century  and  well  into  the  20th: 
Virtually  the  whole  center  is  barren,  arid, 
bleak.  The  Outback  is  still  as  foreboding 
for  habitation,  but  the  reasons  for  its 
remaining  unexploited  are  no  longer  val- 
id. Under  that  arid  bleakness  lies  a  trea- 
sure trove  of  minerals,  within  reach  of  an 
advanced,  educated  populace  willing  to 
work  for  the  high  wages  offered  them. 

Numbers  can  be  boring,  so  a  few  brush 
strokes  will  suffice.  Under  this  reddish- 
brown  moonscape  lie  a  fifth  of  the 
world's  uranium,  estimated  coal  reserves 
sufficient  to  meet  current  world  demand 
for  56  years  and  more  iron  ore  than  Japan 
could  use  for  the  next  1,000  years. 

Best  of  all,  Australia  has  the  elbow- 
room  to  exploit  its  wealth.  Sir  Gordon 
Jenkins  is  a  thoughtful  man  who  heads 
CSR  Ltd.,  one  of  Australia's  new  billion- 
dollar  natural  resource  companies.  Says 
he:  "Lots  of  countries  have  minerals  but 
Australia  has  the  land,  the  water,  the 
environment,   to   develop   them."  He 
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means  that  in  those  wide-open  spaces, 
pollution  is  less  of  a  problem  than  it  is  in 
the  crowded  U.S.  or  Western  Europe. 
The  bulldozers  that  strip  the  soil  to  bare 
the  riches  beneath  are  hardly  destroying 
natural  beauty.  They  need  disturb  no 
one.  Australia  can  exploit  her  mineral 
wealth  and  still  have  recreational  space 
and  unspoiled  landscapes  to  spare. 

All  this  has  not  been  lost  on  the 
world's  investors  either.  Since  1974  huge- 
amounts  of  foreign  capital  have  flooded 
into  Australia,  growing  from  under  $500 
million  in  1974  to  $3.6  billion  last  year. 

Oil  companies  pay  huge  premiums 
over  market  value  to  acquire  mining 
companies.  Seagram  offered  $2  billion 
for  St.  foe  Minerals,  a  staggering  17  times 
earnings.  In  mining  and  minerals  pro- 
cessing, however,  these  are  no  longer 
extravagant  sums.  In  the  last  five  years 
alone,  U.S.  corporate,  institutional  and 
private  investors  have  poured  $4  billion 
into  Australia.  It's  no  secret  General 


already  exports  huge  amounts  of  coal  to 
Japan  and  alumina  to  the  U.S. 

Do  Australians  resent  all  this  foreign 
presence,  all  this  churning  up  of  the  Out- 
back? To  a  degree,  inevitably,  but  the 
blow  is  greatly  softened  by  the  increasing 
partnership  of  local  capital  under  guide- 
lines that  suggest  at  least  50%  of  the 
equity  in  most  new  natural  resource  proj- 
ects be  in  Australian  hands. 

These  guidelines  are  not  the  barrier 
they  might  be  in  less-developed  coun- 
tries: Australia  is  rich  now  and  has  a 
high  savings  rate.  There  is  a  growing — 
however  slowly — pool  of  skilled  Austra- 
lian management  personnel.  The  growth 
of  the  local  capital  markets  has  given 
Australians  a  new  confidence  that  they 
can  deal  with  foreign  investment  as 
equals.  Turnover  on  the  Sydney  and  Mel- 
bourne stock  exchanges,  which  dragged 
along  at  maybe  $6  million  a  day  a  half 
decade  ago,  now  often  hits  $60  million  a 
day.  In  February,  Broken  Hill  Propri- 
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Loading  coal  Jar  export  in  Queensland 

In  a  natural-resource  future,  almost  priceless  assets. 

Electnc's  $2 


billion  takeover  of  Utah 
Mining — until  recently  the  biggest  such 
deal  in  history — was  motivated  in  large 
part  by  Utah's  huge  holdings  of  Austra- 
lian coal.  Had  it  not  been  for  its  bold  and 
pioneering  backing  of  the  Hammersley 
iron  ore  project  in  Western  Australia  in 
the  mid-Sixties,  Kaiser  Steel  might  today 
be  bankrupt;  its  solvency  owes  much  to 
the  sell-off,  at  a  hugh  profit,  of  its  Ham- 
mersley holdings. 

Consider  a  few  of  the  numbers  in- 
volved in  the  Australian  mining  boom. 
Close  to  $40  billion  is  already  committed 
to  natural  resource  development  in  the 
first  half  of  the  1980s.  The  biggest  single 
piece  of  this,  about  $10  billion,  is  ear- 
marked for  coal,  considerably  more  than 
will  be  spent  in  the  U.S.  on  coal  develop- 
ment in  the  next  four  years. 

Unlike  the  situation  in  many  other 
countries,  energy  isn't  a  problem  in  de- 
veloping those  raw  materials.  Australia 
produces  60%  of  its  oil  and  has  so  much 
coal  and  uranium  that,  overall,  it  is  likely 
to  become  a  net  energy  exporter. 

How  much  coal  can  14  million  people 
use?  How  much  aluminum?  Not  a  great 
deal.  But  Japan  is  hungry  for  resources 
and  so  is  the  rest  of  the  world.  Australia 


etary,  Australia's  huge  oil,  steel  and  iron 
conglomerate,  successfully  floated  a 
rights  offering  that  was  huge  even  by 
U.S.  standards — nearly  $400  million. 

Timid  and  undercapitalized  until  a  few 
years  ago,  Australia's  businesses  and 
businessmen  are  now  flexing  their  mus- 
cles. The  mining  giant  Conzinc  Riotinto 
of  Australia  (CRA)  is  superbly  managed 
by  any  standard  and  so  are  many  of  the 
other  mining  conglomerates.  Australian 
businessmen  are  becoming  a  factor  on 
the  international  scene.  Newspaper  mo- 
gul Rupert  Murdoch  is  the  best  known, 
but  he  is  not  alone.  Sir  Peter  Abeles,  the 
dynamic  boss  of  Australia's  TNT  trans- 
port company,  has  made  acquisitions  in 
the  U.S.  and  so  has  Australia's  exceed- 
ingly well  managed  building  and  real  es- 
tate outfit,  Lend-Lease,  which  is  in- 
volved in  a  California  land  development. 

The  Australian  stock  market  turned 
weak  early  this  year:  The  decline  in  the 
price  of  gold  hurt.  So  did  the  attraction 
for  international  money  of  high  interest 
rates  in  the  U.S.  Viewed  in  perspective, 
however,  this  was  only  an  interruption 
in  a  powerful  bull  market  that  carried  the 
Sydney  All  Ordinaries  composite  stock 
index  from  260  in  early  1976  to  as  high 


as  776  in  1980.  British  investors, 
active  on  the  Australian  scene,  he 
fuel  the  boom.  Americans,  relative  r 
comers  as  portfolio  investors  here,  cj 
in  small  but  increasing  numbers.  Ti 
was  also  Arab  money,  and  Asian  mt 
of  all  kinds. 

Already  some  of  the  local  compa 
have  become  American-size.  Broken 
Proprietary,  traded  in  the  U.S.  thrc 
American  Depository  Receipts, 
170,000  stockholders  and  a  market 
italization  of  nearly  $5  billion.  Sir  Rc 
ick  Carnegie's  CRA  is  well  over  $2 
lion.  There  are  already  eight  Austra 
companies  with  a  market  value  o: 
billion  or  better. 

And  yet,  less  than  a  decade  ago,  II 
tralia  came  close  to  blowing  the  w 
thing.  After  21  years  out  of  power 
Labor  Party  won  in  1972,  led  by  Gc 
Whitlam,  a  pretentious  man  utterly  i, 
rant  of  economics.  Whitlam  annoui 
he  was  going  to  build  a  new  Australia 
make  business  pay  for  it.  He  was  goir 
stop  the  "despoliation"  of  Austra 
hinterland  by  foreign  investors.  Auj 
lians  were  going  to  "buy  back  the  fai 
After  boosting  government  outlays 
nearly  half  in  one  wild  spendthrift  ) 
pushing  the  inflation  rate  to  17%,  aln 
shutting  down  the  mineral  boom 
playing  footsie  with  a  shady  chara 
who  promised  an  international  loan  c 
billion,  Whitlam  was  booted  into  v 
deserved  obscurity  in  1975.  A  relati 
conservative  government  came  in,  h 
ed  by  Malcolm  Fraser  and  has  rema: 
in  power  through  three  elections. 

Can  Australia  blow  it  again?  It's 
impossible.  The  election  results  are  I 
ally  fairly  close  and  the  Labor  Party  h 
radical  fringe  dedicated  to  banning  ui 
um  development  and  ousting  foreigr 
vestors.  Many  of  the  intellectuals  opi 
yearn  for  the  days  of  Gough  Whitlarr 

Out  of  power,  the  Labor  Party  t 
moderation.  The  Labor  Premier  of  P 
South  Wales,  an  attractive  politi' 
named  Neville  Wran,  is  working  har 
bring  billions  of  dollars'  worth  of  ah 
num  plants  to  depressed  areas  of 
state.  Says  Wran:  "Talk  about  gov 
ment  ownership  is  a  one-way  ticke 
political  oblivion  in  this  country." 
there  is  no  doubt  that  a  Labor  gov 
ment  would  reverse  the  present  tl 
toward  less  government  spending. 

Even  Bob  Hawke,  Labor's  brilliant 
popular  shadow  minister  of  industrial 
lations  in  parliament,  speaks  of  spent 
much  more  heavily  on  foreign  aid 
means  of  playing  a  bigger  role  in  So 
east  Asia.  There  can  be  no  doubt  th 
Labor  government  would  pour  rl 
money  into  the  public  sector.  This  cc 
result  in  either  higher  inflation  or 
creased  taxes,  or  both,  in  a  nation  wl 
the  top  tax  bracket  is  60%  for  that  g 
income  above  $34,478  (Australi 
Higher  inflation  and  higher  taxes  11 
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Here  is  a  complete  hm  ui  uh 
dry  plain  paper  copiers  under  $3500 

with  dual  paper  cassettes, 
microprocessor  control 
and  automatic  toner  n  1  * 1 


IToshiba  BD-3503 


COMPANY  NAME. 


Please  tell  me  more  about  the  Toshiba  BD-3503  Copier,  for-4 

NAME  TITLE  


ADDRESS- 
PHONE— 
CITY  


TOSHIBA  AMERICA,  INC. 

Business  Equipment  Division 
82  Totowa  Road,  Wayne,  Kl.J.  07470  Tei.  (201)  628-8000 


would  spell  trouble  for  the  mining  boom. 

Nevertheless,  the  present  middle-of- 
the-road  government  is  by  no  means  cer- 
tain to  stay  in  power.  Painfully,  and  us- 
ing measures  that  are  not  always  popular, 
it  has  cut  taxes,  reduced  government 
spending  and  brought  inflation  down  to 
relatively  low  levels.  But  thanks  to  the 
mining  boom,  there  are  serious  shortages 
of  skilled  labor,  and  the  danger  of  speed- 
ed-up  wage  inflation  hangs  heavy.  In 
some  remote  mining  areas,  skilled  work- 
ers make  close  to  $50,000  (Australian)  a 


year.  If  that  kind  of  wage  inflation  spills 
into  the  more  populated  areas,  look  out! 
But  how  do  you  persuade  people  to  exer- 
cise wage  restraint  when  their  country  is 
in  the  grip  of  a  great  mining  boom? 

Another  drawback  to  the  development 
of  all  this  wealth  is  the  Australian  char- 
acter itself.  "Arrogant"  is  the  all-purpose 
word  in  Australia  for  any  person  who 
gets  ahcad-too  fast  or  distinguishes  him- 
self or  herself  from  the  crowd — a  legacy 
perhaps  of  Australia's  convict  past  and 
its  long-vanished  frontier  traditions.  The 


term  is  applied  equally  to  Prime  Min 
Fraser  and  some  of  his  prospectiv<  r 
placements,    including  Laborite 
Hawke,  a  onetime  Rhodes  scholar. 

Australians  themselves  speak  of 
"great  Australian  sloth."  This  is  no 
say  that  Australians  are  lazy,  but  li 
relatively  easy  here.  The  beaches 
close  to  the  cities  and  uncrowded 
climate  is  mild  along  the  coasts.  Kee 
up  with  the  Joneses  American-style 
never  really  caught  on.  The  work  eth 
not  weak,  is  hardly  urgent.  The  An 


n 


Down  under,  how  to  buy  in 


Says  Don  Gimbel,  Kidder,  Peabody's  vice  president  cover- 
ing Australia  and  New  Zealand:  "I  spend  most  of  my  time 
telling  people  not  to  buy  blindly  in  Australia  and  to  stay 
with  quality."  Below  are  listed  some  of  Australia's  largest 
enterprises.  Because  they  are  regarded  as  growth  stocks,  the 
natural  resource  companies  command  the  highest  P/E  ra- 
tios; there,  as  here,  banks  rate  the  lowest.  Nine  of  Austra- 
lia's ten  largest  companies  are  in  natural  resources. 

Besides  Kidder,  several  other  U.S.  brokers  deal  in  Austra- 
lian securities,  among  them  Salomon  Brothers  and  Merrill 
Lynch.  Your  Aussie  stock  is  kept  in  a  custodian  account  in 
an  Australian  bank,  but,  if  you  want  to  take  physical 


delivery,  you  must  go  by  way  of  American  Depositor 
Receipts,  which  carry  slight  fees  upon  purchase,  sale  an 
dividend  disbursement.  Australia  levies  a  15%  withholdin 
tax  on  dividends,  but  that  can  be  offset  against  U.S.  taxe 
Some  27  Australian  companies  traded  on  the  Sydney  ex 
change  can  be  followed  in  the  New  York  Times. 

One  of  the  best  sources  for  information  is  the  Australia 
Consulate-General  library,  636  Fifth  Avenue,  New  Yort 
N.Y.  10111,  which  carries  background  information  on  lead 
ing  Australian  companies.  Other  Australian  governmen 
offices  are  located  in  Washington,  San  Francisco,  Chicago 
Los  Angeles  and  Honolulu. — Jeff  Blyskal 
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(mil)* 
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value 

ratio 

% 

20  largest  natural  resource  companies  in  Australia 

1 

•  Broken  Hill  Proprietary/iron,  steel,  oil 

$4,715 

$15.97 

$20.59-$  13.34 

1.2 

7.8 

3.0°/ 

2 

Conzinc  Riotinto  of  Australia/mining 

2,195 

5.38 

8.31-5.09 

1.4 

10.8 

4.1 

3 

•  MIM  Holdings/mining 

2,095 

4.68 

6.97-3.51 

3.0 

12.8 

5.0 

4 

•  CSR/mining,  chemicals,  sugar 

1,974 

7.61 

9.36-5.09 

1.7 

15.4 

2.8 

5 

•  Western  Mining  Corp/mining 

1,419 

5.52 

7.96-4.10 

3.5 

21.3 

3.0 

6 

Comalco/aluminum 

1,227 

6.55 

7.28-4.62 

1.5 

13.9 

2.6 

7 

•  Woodside  Petroleum/oil  and  gas 

1,219 

3.04 

4.56-1.99 

NA 

NM 

0.0 

8 

•  Santos/oil  and  gas 

1,049 

20.48 

22.58-6.67 

NA 

91.0 

0.6 

9 

Energy  Resources  Australia/uranium 

876 

2.15 

3.51-2.11 

NA 

NM 

0.0 

10 

Hamersley  Holdings/iron  ore 

853 

3.51 

5.50-3.45 

2.5 

12.2 

5.3 

11 

Bougainville  Copper/copper 

734 

1.83 

3.66-1.70 

1.6 

6.7 

13.7 

12 

•  Southern  Pacific  Petroleum/oil  and  gas 

572 

2.43 

5.03-1.23 

NA 

NM 

0.0 

13 

North  Broken  Hill/mining,  oil,  gas 

538 

3.69 

5.21-3.22 

1.5 

9.4 

5.7 

14 

•  Peko  Wallsend/coal  and  minerals 

522 

9.10 

14.98-7.72 

1.9 

9.5 

2.9 

15 

•  Central  Pacific  Minerals/oil  &  min  prspctng 

495 

5.97 

13.69-3.16 

NA 

NM 

0.0 

16 

•  Boral/quarrying 

485 

4.10 

4.21-2.08 

1.3 

11.8 

3.6 

17 

EZ  Industries/lead,  :mt 

479 

6.32 

9.95-5.73 

2.0 

11.1 

7.4 

18 

Coal  and  Allied/coal 

427 

15.21 

17.08-8.31 

3.8 

200.6 

1.5 

19 

Ampol  Petroleum/oil  and  gas 

417 

2.04 

2.41-1.11 

1.5 

11.6 

4.3 

20 

BH  South/copper 

339 

6.08 

6.44-4.68 

1.3 

47.6 

1.5 

10  largest  Australian  companies  in  manufacturing  and  retailing 

1  »GJ  Coles/retailing                                            580  2.88  2.93-1.92  1.6  9.3 

2  ICI/chemical  products                                      484  2.61  3.42-2.12  0.8  6.2 

3  Pioneer  Concrete/quarry  products                         478  2.69  3.10-1.85  1.9  13.0 

4  •  Australian  Paper  Mfrs/paper  products                    424  2.63  2.71-1.70  1.2  7.5 

5  •  Meyer  Emporium/retailing                                  387  2.08  2.11-1.58  0.7  9.8 


6.1 
6.7 
4.3 
6.7 
5.9 


6  Woolworths/retailing 

334 

2.29 

2.32-1.65 

1.3 

7.7 

6.6 

7      Carlton  United  Breweries/brewing 

325 

2.63 

2.71-1.88 

1.2 

9.9 

6.2 

8      James  Hardie/building  materials 

311 

4.75 

5.09-3.03 

0.8 

9.2 

4.9 

9      Castlemaine  Tooheys/brewing 

276 

4.10 

4.45-3.33 

1.0 

7.9 

5.7 

10      Dunlop  Olympic/tires  and  rubber 

253 

1.31 

1.64-0.82 

1.0 

6.2 

7.1 

5  largest  Australian  banks 

1    »ANZ  Bank  Group 

913 

5.27 

5.32-3.84 

0.8 

5.7 

5.3 

2    »Bank  of  New  South  Wales 

841 

3.57 

4.10-3.16 

0.8 

5.8 

5.9 

3    •  National  Bank 

524 

3.51 

3.51-2.71 

0.9 

5.9 

6.0 

4    •  Commercial  Bank  of  Australia 

244 

3.63 

3.15-2.48 

0.8 

5.4 

6.5 

5    •  Commercial  Banking  Co  of  Sydney 

215 

3.98 

3.55-2.40 

0.9 

4.8 

6.5 

Note:  All  data  as  of  Feb.  28,  1981     'Available  in  American  Depository  Receipts.  * 

i  s  dollars 

NA  Not  available.  NM 

Not  meaningful. 

Source:  The  (Austt 

alian)  National  Times 
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HEWLETT-PACKARD; 
WE'D  LIKE  TO  DO  SOME 
COMPUTATIONS  FOR  YOU. 


We  currently  help  you  with  cash  management.  But  our 
capabilities  don't  stop  there,  just  ask  other  major  companies 
like  Boeing,  PACCAR,  Safeco,  Western  International,  and 
Weyerhaeuser 

A  TOP  20  BANK  NATIONALLY 
NUMBER  ONE 
WHEREYOUNEEDUS. 

As  the  dominant  bank  in  the  Pacific  Northwest, 
and  ranked  in  the  top  20  nationally,  we  offer  a  range  of 
multinational,  money  center  services  —  equipment  leasing, 
international  banking,  fund  and  trust  management, 
syndications,  or  what  have  you. 

What  have  you? 


GIVE  US  AN  ASSIGNMENT 

Any  assignment. 

You  already  know  we  can  perform  when  it  comes  to 
cash  management.  And  we'd  like  to  show  you  what  we  can 
do  in  other  areas.  Even  if  it  means  doing  a  number  of 
different  calculations. 

SEATTLE  FIRST 
NATIONAL  BANK 

FOR  MONEY  CENTER  BANKING 
IN  THE  PACIFIC  NORTHWEST 


Swissair  passengers  dine  on  china. 


Certainly  you  wouldn't  choose  an 
airline  for  its  table  setting.  After  all, 
a  plate  is  pretty  basic.  Which  is  just  the 
point. 

When  dining  out,  you  expect  a 
certain  decorum  to  be  observed.  And 
it  shouldn't  be  any  different  whether 
you  sit  down  to  a  meal  at  your  favorite 
restaurant  or  at  30,000  feet. 

On  Swissair,  attitude  doesn't  vary 
with  altitude.  For  two  reasons. 
The  ticket  you  purchased  from  Swissair 
entitles  you  to  the  best  we  can  offer,  no 
matter  where  you  sit.  The  food  Swissair 
serves  deserves  the  same. 

If  Swissair  serves  the  best  food  in 
the  air,  it  is  because  of  the  precise  care 
that  goes  into  the  preparation  of  every 
meal.  Our  chefs  take  great  pride  in 
their  work.  It  wouldn't  be  right  to  ruin 
it  with  paper  plates  and  plastic  utensils. 

So  we  put  in  a  little  extra  effort. 
And  that  means  starting  with  the  basics, 
whether  we  are  serving  a  meal  or 
making  a  reservation.  When  you  pay 
attention  to  the  fine  points,  the  rest 
follows  naturally. 

Find  out  for  yourself  what  makes 
this  ordinary  plate  extraordinary.  Fly  the 
airline  that  fills  it. 

Swissair  departs  worldwide  from 
New  York,  Boston,  Chicago,  Toronto 
and  Montreal. 

Swissair ^ 


Here  is  an  example  of  what  is  to  come. 


DINER  A  LA  CARTE 
Dinner  Selection 

APERITIF 
Cocklatl 

HORS  D'OEUVRE  RICHE  SUR  VOITURE 
Selected  Hors  d'Oeuvres 

CONSOMME  BRUSOISE        CREME  PORTUGAISE 
Clear  Soup  with  I  egetahles  Cream  of  Tomato  Soup 

STEAK  All  POIl  RE  CANARD  B1GARDE 

Sirloin  Steak  *ith  Pepper  '   Roast  Duckling  *ilh  Orange  Slices 

HOMARD  THERMIDOR 
ljobsler  Thermidor 

POMMESPARISIESSE  RIZ  CREOLE 

Roasted  Potato  Balls  Boiled  Rice 

BOL  QL  ETIERE  DE  LEGUMES 
Choice  of  Vegetables 

SALADE  DE  SAISOS 
Salad  in  Season 

A  SSOR  TIM  EST  DE  FROM  AGES 
Cheese-Tray 

CORBEILl.E  DE  FRUITS 
Assorted  Fruits 

SORBET  All  C1TROS  TOURTE  SACHER 

Lemon  Sherbet  Viennese  Chocolate  Tone 

CAFE  LIQUEURS 
Coffee  and  Liqueurs 

PRALISES 
S*lss  Chocolate  Candies 


can  term  is  "laid  back."  This  helps  con- 
tribute to  a  certain  irresponsibility  when 
it  comes  to  strikes.  "Unfortunately," 
says  an  Australian  businessman,  "the 
strike  tends  to  be  the  first  weapon  labor 
uses  here,  not  the  last  as  in  the  U.S.  and 
elsewhere."  Accustomed  to  an  all-en- 
compassing welfare  state,  the  electorate 
tends  to  resent  the  cutbacks  in  social 
spending  the  Fraser  government  has 
made.  Like  all  industrial  nations,  Austra- 
lia suffers  from  growing  unemployment 
among  the  young  for  which  the  govern- 
ment in  power  tends  to  get  blamed.  The 
trouble  is  that  the  mining  and  processing 
of  raw  materials  provides  jobs  for  skilled 
workers,  not  for  untrained  kids. 

Australia,  in  short,  has  problems,  and 
if  they  may  not  look  like  problems  to 
people  in  poorer  countries,  they  still 
present  a  tough  challenge  to  Australia's 
businessmen  and  politicians.  "The  big 
question  here,"  concedes  Industrial  Rela- 
tions Minister  and  former  Foreign  Min- 
ister Andrew  Peacock,  "is:  Will  any  gov- 
ernment be  able  to  handle  the  effects  of 
the  resources  boom?" 

On  the  positive  side,  the  Australian 
people  are  becoming  increasingly  middle 
class  and  increasingly  skeptical  of  politi- 
cal rhetoric.  The  opposition,  or  at  least 
its  moderate  wing,  understands  that 
Australia  needs  foreign  investment  if  it 
is  to  have  those  two  cars  in  every 
garage.  A  Sydney  taxi  driver,  an  emi- 
grant from  union-cursed  Britain,  says, 
"The  family  comes  first  with  the  Aus- 
tralian workingman,  not  his  union.  He 
wants  to  know  what's  in  the  pay  pack- 
et, not  what  it  is  the  union  leaders 
want."  Andrew  Peacock  points  out  that 
the  consequences  of  Trudeau's  antibusi- 
ness  policies  in  Canada  have  not  been 
lost  on  the  Australians;  Trudeau  has 
paid  a  fearful  price  in  a  capital  flight 
from  Canada  (see  p.  35)  that  can  only 
result  in  growing  unemployment. 

So  what  should  an  investor  make  of  all 
this?  The  bottom  line  for  American  busi- 
nessmen and  investors  is  that  Australia 
is  too  good  an  opportunity  to  pass  by.  But 
remember,  Australia  is  not  the  U.S. 

Sir  Arvi  Parbo,  one  of  Australia's  lead- 
ing industrialists,  brings  an  unusual  per- 
spective to  the  scene.  A  native  of  Esto- 
nia, he  came  to  Australia  as  a  refugee 
after  World  War  II  and  worked  up  from 
the  bottom  to  the  chairmanship  of  West- 
ern Mining  Corp.,  a  front-runner  in  the 
minerals  boom.  We  asked  Parbo  what 
advice  he  had  for  American  businessmen 
and  investors.  He  replied:  "Tell  them  not 
to  be  overoptimistic  and  above  all  not  be 
in  too  much  of  a  hurry.  We  can't  rush 
headlong  into  mineral  development.  We 
have  to  persuade  the  man  in  the  street 
that  there's  something  in  it  for  him." 

Sound  advice.  But  is  the  man  in  the 
street  getting  the  message?  We  put  that 
question  to  Prime  Minister  Malcolm  Fra- 
ser in  the  interview  that  follows.  ■ 


How  Australia  cut  taxes,  reduced  both  inflc 
tion  and  the  federal  deficit  and  reopened  ii 
doors  to  foreign  investment. 


An  interview  with 
Australian  Prime 
Minister  Fraser 


THE  LEADER  OF  THE 
conservative  Liber- 
al-National Coun- 
try Party  coalition  is 
Prime  Minister  Malcolm 
Fraser,  50.  Raised  on  a 
sheep  ranch,  he  was  edu- 
cated at  Oxford  Universi- 
ty and  so  combines  a 
farmer's  practicality  with 
an  intellectual's  broader 
vision. 

Yet  he  has  problems. 
Tall,  distinguished-look- 
ing but  aloof,  almost  shy, 
Fraser  has  none  of  the 
"matey-ness"  that  Aus- 
tralians profess  to  find  at- 
tractive. He  walks  a  diffi- 
cult line  in  espousing  free- 
enterprise  policies  in  a  na- 
tion that  has  traditionally 
been  suspicious  of  wealth 
and  accustomed  to  the 
welfare  state. 

Fraser  was  interviewed 
in  Canberra  recently  by 
Forbes  President  Mal- 
colm S.  Forbes  Jr.  and  Edi- 
tor James  W.  Michaels. 
Highlights  of  the  inter- 
view follows: 

Forbes:  Your  party  is  com- 
mitted to  free-enterprise  poli- 
cies, but  the  Liberals  may  not 
be  in  power  forever.  What 
can  you  say  to  foreign  investors  who  were 
burned  once  before  when  your  predecessor 
Labor  government  turned  hostile  to  foreign 
investment?  It  was  the  same  old  story  -  Invest- 
ment comes  in  under  one  set  of  rules  and 
then  finds  that  the  rules  are  abruptly 
changed  unilaterally. 

Fraser:  Remember  we  have  had  three  of 
the  largest  maiorities  in  the  history  of 
Australia,  one  after  the  other.  Austra- 
lians have  learned  a  great  deal  from  those 
years  [of  hostility  toward  foreign  invest- 


Prime  Minister  Malcolm  Fraser 

"My  opponents  are  damned  lucky  I'm  not  popular.' 


ment  under  Labor].  Our  people  would  n 
have  any  of  those  policies  again.  Thi 
were  deceived  before;  they  were  n 
warned  that  government  expenditur 
would  go  up  46%  in  one  year.  It  w 
madness  compounded  on  madnes 
There  is  no  way  our  people  would 
back  to  that. 

Remember  that  we  went  into  the  19* 
election  with  a  pretty  courageous  o: 
pricing  policy  in  a  country  where  di 
tances  are  large — where  one  or  two  mi 
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A  LUXURY  SEDAN 
THAT  SATISFIES 
BOTH  THE  PEOPLE 
WHO  KNOW  MONEY 
ANDTHE  PEOPLE 
WHO  KNOW  CARS. 


In  our  more  naive  past, 
questioning  the  price  of  an 
expensive  luxury  sedan  was 
considered  something  of  a 
social  blunder. 

A  curious  attitude  typ- 
ified by  the  smug  maxim, 
"If  you  have  to  ask  how 
much  it  costs,  you  can't  af- 
ford it." 

Today,  of  course,  with 
the  price  of  a  luxury  sedan 
approaching  that  of  a 
small  house,  even  people 
of  means  are  peering 
under  hoods  and  scanning 
specification  sheets. 

Asking  themselves  the 
perfectly  reasonable  ques- 
tion, "What  is  it  that  makes 
a  car  worth  $30,000?" 

A  turn  of  events,  no 
doubt,  viewed  by  many  of 
the  world's  automakers 
with  alarm. 

To  the  engineers  at 


BMW  in  Munich,  Germany, 
however,  this  heightened 
consumer  awareness  is 
rather  heartwarming. 

For  even  in  its  ranfied 
category  no  other  lux- 
ury sedan  justifies  its  price 
quite  so  thoroughly  as  the 
BMW733L 

A  fact  that  perhaps  ex- 
plains why,  even  in  the  heat 
of  last  year's  money 
crunch,  the  demand  for  a 
car  as  costly  as  the  BMW 
exceeded  even  the  most 
optimistic  predictions. 
And  why,  traditionally,  BMW 
retains  an  astonishing  per- 
centage of  its  original  price 
on  the  used-car  market. 

TECHNOLOGY  THAT 
INSPIRED  A  GENERATION 
OF  IMITATORS. 

While  the  sobering  real- 
ities of  the  1980 's  have 
forced  other  automakers  to 


drastically  rethink  their  en- 
gine technology— desper- 
ately cutting  cylinders,  re- 
sorting to  diesel  fuel  to 
achieve  efficiency,  tinker- 
ing with  all  manner  of  elec- 
tronic devices— we 
at  BMW  have  enjoyed  the 
luxury  of  evolutionary 
development.  (And  as  any 
automotive  expert  will 
testify,  evolution  is  always 
preferable  to  revolution.) 

Indeed,  the  BMW 
733i's  3.2-liter,  fuel-inject- 
ed power  plant  is  the  prod- 
uct of  millions  of  miles  of 
testing  and  refinement— 
on  and  off  the  great  race- 
courses of  the  world. 

With  every  engine  rev- 
olution a  computerized  en- 
gine monitoring  system 
(first  installed  by  BMW  in 
1975)  receives  and  assess- 
es signals  from  electronic 


sensors  deep  within  the  6- 
cylinder  engine  itself.  Then 
instantly  determines  the 
precise  air/fuel  mixture  to 
be  injected  into  the  cylinder 
ports— optimizing  emissions, 
fuel  consumption  and  pow- 
er development  to  a  de- 
gree once  considered 
merely  within  the  realm  of 
academic  theory* 

Its  double-pivot  suspen- 
sion system  has  been  de- 
scribed by  Car  and  Driver 
magazine  as  ". .  .the  single 
most  significant  break- 
through infrontsuspension 
design  in  this  decade." 
THE  OPTIMAL  SYNTHESIS 
OF  MAN  AND  MACHINE. 

Unless  one's  taste  for 
luxury  is  virtually  insatiable, 
it  would  be  difficult  to 
imagine  an  appointment,  a 
convenience  or  an  acces- 
sory that  has  been  omitted 
in  the  BMW733L 

Yet,  all  facets  have  been 
biomechanically  engineered 
to  the  nth  degree  to  achieve 
the  perfect  integration  of 
man  and  machine. 

So  thoroughly  impres- 
sive is  the  total  result  that 
one  otherwise  conservative 
automotive  journalist  was 
moved  to  write  of  the  733 1, 
"...to  drive  it  is  to  know  all 
the  wonderful  things  ma- 
chines can  do  for  man." 

If  you  find  the  notion  of 
owning  such  a  car  intriguing, 
we  suggest  you 
phone  your  near- 
est BMWdealer 
and  arrange  a 
thorough  test  drive!5 

THE  ULTIMATE  DRIVING  MACHINE. 

BMW,  MUNICH,  GERMANY 


"The  733i  (with  standard  transmission)  delivers  US  EPA  estimated  mpg.  25  estimated  highway  mileage  and,  based  on  these  figures,  an  estimated  mpg  range  of  [360]  miles  and  a  highway 
range  of  562  miles  (Naturally,  our  fuel  efficiency  figures  are  tor  comparison  purposes  only  Your  actual  mileage  and  range  may  vary,  depending  on  speed,  weather  and  trip  length  Your  actual  high- 
way mileage  and  highway  range  will  most  likely  be  lower)  ©  1981  BMW  of  North  America,  inc.  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayensche  Motoren  Werke,  A  G 


SAVIN  FINALLY  HAS  A 
COPIER  IT  CAN' 

TO  ANY  XEROX. 


SAVIN  880/3 


It's  tough  comparing  the  new  Savin  880/3  to  a  compara- 
ble Xerox  copier.  Because  there  isn't  any.  This  Savin  stands 
alone. 

•  An  automatic  feed  that  stacks  up  to  25  letter  or  legal  size 
originals. 

•  1300  copies  without  reloading.  A  thousand  from  the  main 
paper  tray.  The  rest  from  one  of  two  interchangeable  300- 
sheet  trays. 

•  A  convenient  storage  console. 

•  Phenomenal  4.3  seconds  first  copy  time  with  additional 
copies  at  30  per  minute. 

•  A  Copy  Memory  so  you  can  interrupt  a  long  copy  run 
with  a  short  one. 

•  An  electronic  Self  Diagnostic  Display  for  speedier  ser- 
viceability. 

Of  course  a  Savin  wouldn't  be  a  Savin  without  liquid 
toner  technology,  short  paper  path,  electronic  brain,  and 
energy-saving  automatic  shutoff. 

Though  it  might  be  a  Xerox  without  them. 

For  further  information  about  Savin  copiers,  call  your 
local  Savin  representative  or  (914)  769-8805. 


XEROX 


savin 


The  revolutionary  copiers  that  are  winning  over  big  business. 


nil  Svrin  logotype  are  registered  trademark*  of  Savin  Corpon 


a  reinsert*!  trademark  of  Xer..\  Corporation  Cl*l  Savin  Corp  oration.  Valhalla,  N.Y.  10S96. 


How  much 
would  your 
company 
save  a  year 

using  OPPDs 

low-cost 
electricity? 


r-cars  per  family  is  common — and  we 
id  a  [decontrol]  policy  and  stuck  to  it. 
ur  political  opponents  thought  this  was 
ing  to  be  a  bonanza.  They  offered 
leaper  petrol  and  yet  we  won.  When 
>u  ask:  "Is  there  a  chance  of  the  past 
peating?"  I  say  we  have  done  a  number 
things  over  the  last  five  years  that 
ve  been  pretty  unpopular  in  terms  of 
e  normal  conception  of  how  you  win 
tes.  We  have  not  deviated  from  those 
licies  [of  oil  decontrol  and  cutting  gov- 
iment  spending]  because  we  believe 
t  can  explain  to  the  Australian  people 
at  the  policies  are  right  and  have 
)rked. 

Your  government  inherited  a  situation  of 
nost  runaway  inflation  in  1975-  There 
re  huge  federal  deficits.  You  had  tax- 
icket  creep  that  had  become  almost  con- 
's -atory.  Coming  from  a  country  that  is  also 
ncemed  with  such  problems,  we'd  be  in- 
vested in  hearing  how  you  brought  all  this 
\der  control. 

-raser.  We  reduced  income  taxation  a 
;at  deal.  But  we  have  had  to  cut  taxes 
thin  an  overall  context  of  moving 
•adily  to  balance  the  budget.  We  have 
luced  the  deficit  from  upwards  of  5% 
our  gross  national  product  (the  current 
ure  in  the  U.S.  is  about  2%].  We  did  it 
containing  expenditure,  reducing  pub- 
I  service  employment  by  10,000  people 
der  what  it  was  five  or  six  years  ago. 
:  may  be  the  only  government  in  the 
irld  that  has  achieved  and  maintained 
.tbacks  of  that  relative  size].  The  re- 
ctions  would  have  been  much  greater 
;rall  except  that  there  were  offsetting 
;reases  we  could  not  avoid.  We  have  an 
ler  population,  so  that  means  more 
)ple  are  drawing  pensions  every  year. 
!  Australia  we  have,  I  think,  made  up 
ir  minds  that  we  cannot  live  in  the 
I  rer-never  and  we  cannot  pay  next  de- 
le what  we  spend  today.  It  just  works 
I :  in  inflation. 

had  no  particular  pleasure  in  winning 
|  et  I  once  had  with  Arthur  Bums  that 
:  would  get  Australia's  inflation  rate 
1  ow  that  of  the  U.S.  And  we  did. 
portly  before  the  interview  it  was  an- 
mced  that  Australia's  rate  was  down 
?.3%,  while  in  the. U.S.  inflation  was 
:  ming  at  13.5%.] 

<  ut  policies  that  seem  to  favor  business 
\  ( fight  inflation  leave  any  government 
i  terab/e  to  attacks  from  the  Left  that  you 
i  favoring  the  rich  or  foreigners. 
\faser:  I  believe  that  people  are  be- 
;ning  thoroughly  skeptical  of  politi- 
es' promises  because   they  realize 
i  t  it's  their  taxes  that  pay  for  those 
mises.  It  is  possible  to  show  that,  if 
j.iness  can  make  a  profit,  then  we 
1  get  the  resources  necessary  to  pay 
i  schools  and  environmental  things, 
look  after  national  parks,  to  build 
i  ds,  to  pay  for  defense. 
!  7hen  Forbes  last  wrote  about  Australia — 
!  7974 — there  was  much  talk  under  the 


Labor  government  about  "buying  back  the 
farm. "  That  is,  getting  rid  of  foreign  invest- 
ment. Now  foreign  investment  seems  to  be 
flourishing  again  and  people  are  accepting 
the  fact. 

Fraser.  We  have  an  objective  of  50% 
Australian  equity  ownership  in  resource 
projects;  increasingly  we  will  be  able  to 
meet  that  objective.  But  we  have  also 
said  we  do  not  want  important  projects 
held  up  if  there  is  a  shortage  of  Austra- 
lian capital.  There  is  no  way  the  Austra- 
lian capital  markets  can  find  all  the  mon- 
ey that  is  going  to  be  needed.  For  a  long 
time  Australia  is  going  to  have  to  be  a 
capital-importing  country. 

Beyond  equity  ownership  we  have  to 
show  that  the  benefits  from  the  in- 
creased wealth  go  not  only  to  the  com- 
panies or  the  people  immediately  em- 
ployed [in  mining].  We  are  looking  for 
more  processing  [of  minerals]  in  Austra- 
lia. This  is  already  happening,  particu- 
larly in  the  aluminium  area.  This  prob- 
ably  suits   other   economies  because 


"In  Australia  we  have  made 
up  our  minds  that  we  cannot 
live  in  the  never-never  and  we 
cannot  pay  next  decade  what 
we  spend  today.  It  just  works 
out  in  inflation." 


transportation  costs  have  gotten  so  high 
for  bulk  commodities. 

To  turn  to  another  topic,  in  a  world  where 
the  U.S.  hasn't  been  getting  much  support 
from  its  allies,  Australia  has  stood  out  as  a 
friend  under  your  administration.  Why? 

Fraser:  The  position  of  the  U.S.  is  im- 
portant to  all  free  peoples.  We  have  var- 
ious joint  bases  in  this  country.  We  have 
offered  transit  or  staging  facilities  for 
B-52s.  There  is  also  what  we  can  do  on 
our  own  account  in  our  own  region — 
whether  it  is  economic  or  diplomatic 
relations  with  the  ASEAN  [Association 
of  South  East  Asian  Nations]  countries, 
or  surveillance  and  patrolling  of  the  Indi- 
an Ocean.  There  is  a  good  deal  of  consul- 
tation between  us  and  the  U.S. 

We  have  been  outspoken  in  support  of 
what  the  U.S.  has  been  trying  to  do  on  a 
number  of  issues.  Sometimes  journalists 
have  asked,  "Why  bother?  You're  a  na- 
tion of  only  14  million  people."  But  we 
think  the  U.S.  is  right  on  important  is- 
sues that  are  important  to  us. 

One  more  question.  So  much  depends 
upon  a  continuation  of  power  of  a  Liberal 
government  and  yet,  frankly,  there  are  a 
good  many  people  who  say  that  Malcolm 
Fraser  is  a  cold  man,  that  he  is  not  a  popular 
leader 

Fraser:  All  I  can  say  of  my  political 
opponents  is  that  they  are  damned  lucky 
I  am  not  a  popular  leader  because,  if  I 
were,  they  would  not  have  a  seat  left  in 
Parliament.  ■ 


Tell  us  your  kilowatt-hour 
usage  and  kilowatt  demand 
per  month  last  year. . . 
well  figure  what  you 
would  pay  in  Omaha/ 
Southeastern  Nebraska. 

Or  if  you're  planning  an  additional 
location,  simply  project  the 
monthly  power  requirements  for  12 
months  and  we'll  compute  what 
your  bill  would  be  at  Omaha  Public 
Power  District  rates. 

OPPD  has  plenty  of  electric  power, 
produced  by  nuclear  fuel  and 
Wyoming  coal,  at  rates  among  the 
lowest  in  the  U.S.  When  you 
use  OPPD  electricity  you  reduce 
America's  dependence  on  imported 
energy  and  cut  the  dollar  outflow, 
while  conserving  our  nation's  oil, 
propane  and  natural  gas. 

Electricity 


By  Omaha  Public  Power  District 


Tom  Gage,  Manager  Area  Development 
Omaha  Public  Power  District 
1623  Harney  Street 
Omaha,  Nebraska  68102 

□  How  much  would  OPPD  charge  my 
firm  for  attached  12  monthly  kwh  use 
and  demand? 

□  Tell  us  more  about  Omaha/SE 
Nebraska. 


Name 


Title 


Company 


Address 


City 


State  Zip  5-4 
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Report  from  GTE 


Giving  credi 
in  seconds 


It's  not  what  you  sell,  it's  getting  paid  for  it 
that  counts. 

Getting  credit  approvals  can  be  tedious  and 
time  consuming  for  you  and  your  customer. 

And  without  an  approval,  you  might  not 
get  paid. 

Enter  Micro-Fone™ 

At  GTE,  we've  combined  our  knowledge  of 
telecommunications  with  microelectronics  to 
come  up  with  a  fast,  precise  way  to  approve 
credit.  Its  name  is  Micro-Fone,  and  it  is  already 
being  used  by  major  banks  throughout  the 
country. 

Micro-Fone  is  a  computer  terminal/automatic 
telephone  that  can  automatically  reach  up  to 
14  credit  organizations  (or  manually  reach  any 
phone  number). 

It  has  a  magnetic-stripe  reader.  A  quick  wipe- 
through  with  the  credit  card  starts  the  procedure 

A  complete  credit  verification  can  take  as  few 
as  10  seconds. 

Micro-Fone  can  operate  through  the  regular 
public  telephone  system,  or  through  packet 
switched  data  communications  networks. 


Because  we're  more 
than  a  phone  company.. 

Micro-Fone:  it's  a  logical  extension  of  our 
concentration  in  all  aspects  of  communications 

Whether  it's  in  serving  the  more  than 
twenty-seven  million  people  who  call  us  their 
phone  company  or  in  providing  advanced  com- 
munications products  to  millions  more. . . 

GTE  is  telecommunications.  And  a 
great  deal  more 


F or  information  on  Micro-Fone, 
call  toll-free 800-526-7843, 
ext.  402.  In  New  Jersey, 
800-522-4503, 
ext.  402. 


From  Congress'  deposed  tax  czar,  this  curious 
criticism:  The  Reagan,  Stockman  &  Co.  tax 
cuts  arent  business-oriented  enough. 

A  chat  with  Wilbur  Mills 

"This  is  strange 
coming  from  me" 


By  Newcomb  Stillwell 


When  I  go  up  to  Treasury  these 
days  I  have  to  ask  'em,  instead 
of  tell  'em,"  says  Wilbur  Mills, 
from  1958  to  1974  chairman  of  the 
House  Ways  &  Means  Committee,  now 
tax  counsel  in  the  Washington  office  of 
New  York  lawyers  Shea  &  Gould.  A  fear- 
some growl,  a  sly  wink.  "I  don't  know 
that  they  listen  like  they  used  to." 

But  when  Forbes  came  calling  last 
month,  the  71 -year-old  "chairman"  (as 
his  legal  colleagues  unfailingly  address 
him  still),  fully  recovered  from  a  problem 
with  the  sauce  and  a  saucy  stripper 
named  Fanne  Foxe,  had  more  on  his 
mind  than  his  newfound  legal  practice 
and  weekend  temperance  lectures.  In 
short,  tax  policy.  Like  most  of  his  Demo- 


cratic colleagues  in  the  House,  he's  leery 
of  a  tax  cut  for  individuals  right  now. 

"Ninety  percent  of  what  folks  get  back 
in  way  of  reduction  isn't  saved,  it's 
spent,"  he  says,  shaking  his  head. 
"That's  inflationary,  and  the  electorate 
knows  it.  They  always  were  smarter 
than  anybody  thinks.  What  we've  got  to 
do  is  make  American  industry  more  pro- 
ductive, and  you  do  that  with  selective 
reductions — depreciation,  though  10-5-3 
has  some  problems,  marginal  rates,  that 
stuff — so  business  can  have  more  equity 
capital.  I  mean,  for  years  we  had  a  27.5% 
depletion  allowance;  now  we've  got  a 
windfall-profits  tax,  and  we're  begging 
people  to  drill.  If  we  don't  make  some 
changes,  I  can  foresee  whole  segments  of 
industry  with  the  same  problems  the 
automobile  people  have.  And  some  want 


Wilbur  Mills  in  his  Washington  law  office 
"Another  thing  I'd  change,  indexing  benefits." 


m 


to  go  beyond  temporary  import  res( 
tions — which    would  help — back 
Smoot-Hawley-type      tariffs.  T\ 
caused  the  Depression,  and  could  d 
again.  Oh  sure,  they  could  do  it  agair 

Er,  ah,  what  about  the  Kennedy 
cuts?  "The  difference  is  inflation  n 
and  no  inflation  then.  I  mean  vtewai 
to  get  us  some  inflation  back  then, 
volcanic  laugh.  "No,  there's  no  quest 
but  that  they  worked,  set  the  econc 
on  fire.  Of  course,  compared  to  the  C 
our  cuts  were  a  lot  bigger.  But  we  m 
Kennedy  commit  on  holding  the  but 
to  $98  billion  in  fiscal  1964 — think 
that,  a  $98  billion  budget — to  keep  in 
tion  down.  Even  then  we  had  to  cal 
tax  'reform'  instead  of  'reduction'  so 
European  bankers  wouldn't  get  all  v 
ried,  start  a  run  on  our  gold  or  someth 
And  it  was  only  Vietnam  kept  us  froi 
balanced  budget   before    1969.  Th 
what  caused  this  inflation,  and  Ni: 
could've  stopped  it  dead  if  he'd  lister 
Told  me  he  was  a  tax  lawyer."  Sm 
"All  he  did  up  in  New  York  was  s 
bond  papers.  Never  would  look  you  in 
eye,  just  your  eyebrows,  or  your  mot 
The  oil  thing  would've  caused  some 
flation  by  itself,  no  doubt  about  that, 
the  government  started  it.  I  mean,  is 
inflation  as  bad  as  12%?" 

It's  not  that  the  chairman  is  agai 
individual  tax  cuts,  mind  you,  it's  j 
that  he  thinks  Congress  should  e 
them  with  a  couple  years  of  budget  c 
first.  "This  is  strange  coming  from  i 
maybe,  but  I  don't  think  Reagan's  asl| 
for  enough  cut.  The  government's  ou 
control,  not  a  doubt  about  it.  I'd  h. 
asked  for  $60  billion  if  I  wanted  to 
$48  billion  cut.  Everybody's  going  to 
saying  they  can't  render  services  unl 
they  get  exactly  what  they  want 
goodness,  I  never  knew  when  that  \ 
true.  I  expect  the  members'll  give  Reaj 
most  of  what  he  wants,  though,  exc 
they'll  probably  go  slow  on  individ 
taxes,  like  they  should." 

The  phone  rings,  from  Arkansas.  J 
vice  on  the  local  Home  Loan  Ba 
Board.  Complaints  of  how  a  friend's 
pointment  supported  by  Reagan  peo 
got  headed  off  by  Bush.  "George  was 
the  committee  with  me.  Real  frieni 
fellow."  Questions  about  folks  ba 
home.  "Why,  Polly's  fine,  thank  you,  sj 
spending  money  like  she  was  married 
a  Kennedy."  Back  to  business. 

"Reagan's  going  to  get  cooperati 
like  Eisenhower  did  because  he's  on  t 
right  track,  least  as  far  as  spending, 
concerned.  And  you  don't  go  down 
history  as  a  great  President  withe 
somebody  cooperating  with  you.  This 
evident  from  some  of  his  predecessc 
problems.  Reagan's  close  to  Roosevelt 
his  ability  to  electrify  people,  a  tremc 
dous  salesman.  And  the  situation  tod 
is  as  dangerous  as  the  one  Roosev 
faced.  I  really  believe  it.  Reagan's  or 
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What  you  see  here  represents  a  part  of  America's  chang- 
ig  investment  attitude. 

The  question  is  becoming  less  and  less  "Should  I  buy 
lold  coins?"  and  more  and  more  What  kind  of  gold  coins 
hould  I  buy'?'" 

Millions  of  Americans  have  bought  them.  And  probably 
mllions  of  others  want  to 

For  despite  its  periodic  fluctuations  hardly  any  other 
"ivestment  has  done  as  well  as  gold  the  past  five  years. 
>ut  its  rise  in  price  has  made  it  expensive  for  many  coin-a- 
;,  ji/eek  and  coin-a-month  buyers. 

So  the  Krugerrand  -which  contains  exactly  one  ounce 
f  pure  gold -is  now  offered  in  three  new  sizes  containing 
:.  xactly  one-half  ounce,  exactly  one-quarter  ounce,  and 
actly  one-tenth  ounce  of  pure  gold. 

For  millions,  this  "family  concept"  puts  gold  at  a  more 
achable  price.  For  regular  investors,  it  provides  a  more 
xible  choice-one  can  buy  smaller  coins  more  often,  or 
old  a  portion  of  his  gold  in  smaller  sizes.  The 
rge  investor,  of  course,  will  continue  to  buy 
is  one-ounce  Krugerrands  in  large  lots 
No  matter  which  size  Krugerrand 
•  ou  choose,  you'll  still  holdyourgold 
itl  |)  units  easily  related  to  the  ounce. 
oyou  can  always  figure  whatyour 
old  holdings  are  worth  simply 
y  checking  the  world  gold-ounce 


ACTUAL  SIZE 
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price  in  your  daily  newspaper.  No  other  gold  coin  offers 
you  all  these  exact-ounce-related  sizes. 

South  African  Krugerrands  are  not  "commemoratives" 
nor  do  they  have  a  limited  minting.  They  are  legal  tender 
coins  in  their  country  of  origin  and  are  minted  in  unlimited 
quantity.  They  are  designed  to  be  sold  in  volume  and  with 
only  a  modest  premium  over  the  price  of  gold  itself -to 
cover  coinage  and  distribution 

Easy  to  buy  and  easy  to  sell,  you'll  find  Krugerrands 
traded  daily  without  assay  at  countless  local  coin  dealers,  at 
precious  metals  companies  and  at  some  selected  banks. 

With  more  coins  sold  than  all  other  gold  coins  in  the  world 
combined  (over  30  million  since  1 967],  the  one-ounce  Kruger- 
rand has  long  held  the  title,  "The  world's  best  way  to  own  gold." 

Even  though  that  title  is  now  being  shared,  it  still  remains 
in  the  same  family. 

For  further  information  and  Krugerrand  dealers  near  you 

call  800-44  7-4700  Ext.  6220  (in  Illinois, 

800-322-4400)  or  send  coupon. 
 1 

KRUGERRAND  INFORMATION  SERVICE  622c 
PO  Box  AA  Norwood  NJ  07648 
Please  send  free  brochure  and  a  list  of  Krugerrand  dealers 


Cily_ 
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KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


problem  is  all  the  reforms  in  Congress. 
And  I  voted  for  'em,  every  one.  Didn't  do 
a  thing  but  slow  down  the  whole  proeess. 
But  he's  done  a  magnificent  job  with  the 
leadership  on  both  sides.  Of  course, 
there's  more  chiefs  than  Indians  now. 
When  foe  Cannon  was  speaker,  he  could 
/c//  a  president  what  was  going  to  pass." 

Of  course,  after  government  spending 
is  down  the  chairman  is  itching  to  see  a 
Kennedy-style  personal  income  tax  cut. 
"I  don't  think  the  federal  government 
should  ever  be  more  than  a  50-50  partner 
with  you  and  your  pocketbook.  It  tends 
to  reduce  the  incentive  of  the  individual; 
there  has  to  be  a  reward  for  effort,  and  we 
measure  it  by  dollars.  It's  not  an  easy 
road  if  you  earn  a  lot  of  money.  You  don't 
enjoy  the  things  people  who  don't  earn  it 
think  you  do.  I've  always  felt  this  way." 
Grin.  "Even  though  it's  only  since  I've 
been  in  the  private  sector  that  I've  been 


much  of  a  participant  in  high  income.  I 
wanted  to  get  unearned  income  down  to 
50%  when  we  pulled  earned  income- 
down,  but  didn't  because  I  got  scared 
we'd  lose  'em  both." 

Clenching  a  cigarette  in  his  teeth  like 
a  little  white  cigar,  Mills  leans  forward  at 
his  desk.  "Another  thing  I'd -change — 
indexing  benefits.  Never  did  see  the 
need;  we  did  a  pretty  good  job  increasing 
benefits  without  it.  Always  voted  against 
it,  gets  your  financing  out  of  balance. 
Look  at  Social  Security;  that's  not  a  Gen- 
eral Fund  responsibility.  Health,  retire- 
ment, the  taxpayer  should  be  willing  to 
pay  for  them  honestly,  if  he's  to  enjoy 
them." 

How  is  Mills  enjoying  his  retirement? 
"Lawyers  don't  retire,  politicians  do,"  he 
shoots  back.  Again,  a  conspiratorial 
wink.  "I  just  live  a  quiet  life,  working  to 
make  a  living  during  the  week,  talking 


about  alcohol  and  drugs  on  the  wee 
It's  a  problem,  alcohol."  An  acq 
look.  "Particularly  among  youngpeo; 

Quiet?  "Yes,  I  never  much  liked 
lieity,  the  good  or  the  bad.  I'm  not  h 
though.  Wouldn't  change  anythinj 
ways  wanted  to  go  to  Congress,  jj 
Ways  &  Means.  The  photographic 
low,  took  my  picture  at  the  Tidal  1 
that  night — I  got  reelected  after  that  . 
know,  folks  always  forgive  you  quid 
you  forgive  yourself — he  said  on  T  ft 
didn't  know  whether  he  destroyed  „ 
bur  Mills  or  saved  his  life.  He  saved  « 

The  intercom  buzzes.  "Now,  y  Q( 
fellow,  I  got  to  get  to  a  meeting."  I 
on  elbow.  "You  give  my  best  to  you  j| 
Forbes.  We  always  got  along,  excep 
time  he  lit  into  me  for  going  * 
yachts."  (Editor's  note:  MS/'s  efforts  in  „ 
no  avail.  Today  yachts  arc  no  Ionise 
ductiblefor  business  uses  )  ■ 


Workmen  installing  Carlisle  's  sure  Seal  single-ply  roof  on  Houston's  Astrohall 
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The  tire  business  these  days  is  flat,  flat,  flat.  But 
that  doesn't  faze  Carlisle  Corp.  It's  found  a 
new  growth  market  in  a  prosaic  old  business. 

Where  the  rubber 
meets  the  roof 


By  Steven  Flax 


Saying  that  the  tire  business  is  flat 
won't  get  you  much  of  an  argument 
these  days,  even  in  downtown  Akron. 
With  the  U.S.  industry  running  at  rough- 
ly 80%  of  capacity,  big,  original-equip- 
ment mastodons  like  Goodyear  and  Fire- 
stone were,  until  recently,  slashing 
prices  and  are  feeling  profit  pains  as  a 
result.  So  where  does  that  leave  a  small 
supplier  like  Cincinnati's  Carlisle  Corpo- 


ration, which  had  sales  of  less  than  $400 
million  last  year? 

Doing  very  nicely,  thank  you.  Car- 
lisle's net  earnings  for  1980  were  nearly 
$26  million,  a  38%  improvement  over 
1979,  at  a  time  when  most  competitors 
were  cutting  dividends  and  showing  defi- 
cits. And  despite  all  that  industry  price- 
cutting,  Carlisle  was  able  to  raise  its  re- 
turn on  sales  from  5.8%  to  6.8% — earn- 
ing a  full  cent  more  on  each  sales  dollar 
during  a  recession.  While  Wall  Street 


hissed  at  the  rubber  companies, 
lisle's  stock  soared. 

So  why  is  Carlisle,  which  also 
roofing  materials  to  the  constructio 
dustry,  doing  so  well  when  it  was  i 
bered  in  the  last  two  recessions? 
reason  is  an  entirely  new  strategy.  ' 
key,"  says  Chairman  George  Dixi 
West  Point  graduate  and  former  mil 
engineer,  "is  not  to  get  trampled  b) 
elephants." 

That  means  that  Carlisle  has  not 
to  do  with  automobile  tires.  "It's  a 
nibalistic  type  of  industry,"  says  Rc 
Brown,  president  of  the  Carlisle  Ti; 
Rubber  Company.  "Because  of  the  e 
mous  leverage  of  the  original  equipr 
market,  the  big  companies  stoppec 
ing  profit-oriented."  Brown  sh 
know.  He  came  to  Carlisle  in  1978 
Firestone  where,  as  executive  vice  p 
dent  of  Firestone,  Canada,  he  was  oj 
the  first  executives  to  tell  manager 
that  they  had  to  shut  down  a  plan 
that  organization  Brown  was  consid 
a  maverick. 

As  a  result  of  Carlisle's  new  stratej, 
now  sells  half  its  products  to  the  rep 
ment  markets,  where  margins  are  fj 
er.  What's  more,  Carlisle  concent! 
on  specialty  items  like  tires  for  si 
blowers  and  for  garden  tractors. 

Carlisle's  tire  business,  then, 
sound — but  hardly  exciting.  Its  real  d 
ings  zip  comes  from  roofing,,  where 
company's  Sure-Seal  brand  is  a  runai 
bestseller.  Over  the  past  five  years, 
lisle's  construction  materials  sales  I 
increased  at  a  compounded  annual  ra 
about  75%.  Last  year  sales  of  its  sir 
ply  rubber  roofing  system  jumped  8 
more  than  making  up  for  declines  at 
er  divisions.  Construction  mate 
alone  contributed  43%  of  total  corpO 
profits. 

Carlisle's  bonanza  comes  from  a  r| 
lutionary  product  in  a  big,  but  hai 
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World  praise  for 
the  new  Wforld  Car 


\..voted  most  significant 
domestic  car  1981" 
Readers'  Choice  PolL 

CAR  AND  DRIVER,  USA 

"...almost  a  dream  car..." 

EXPRESSEN,  SWEDEN 

"The  most  advanced 
technical  characteristics 
Ford  has  ever  produced." 


"This  destiny  car  is 
marvelous  all  around..." 


8ILD  ZEITUNG.GERMANY 


"Economical,fuel-and' 
space  efficient... 
entertaining  to  drive..." 


ROAD  &  TRACK,  USA 


"Road  Test  magazine's 
Car  of  thelfear!" 


AUTO  SPRINT,  ITALY 

Ford  engineers  all  around  the 
world  worked  together  to  build  a 
technologically  advanced,  eco- 
nomical automobile— Ford  Escort, 
the  new  World  Car. 

®*Applies  only  to  sedans 
without  power  steering 
MPG*  orA/C.Forcomparison. 
Your  mileage  may  differ 
depending  on  speed,  distance,  weather.  Actual  hwy 
mileage  and  Calif,  ratings  lower.  Excludes  diesels. 


ROAD  TEST,  USA 


Now,  both  the  American  and 
the  overseas  versions  are  win- 
ning accolades  from  automotive 
experts  in  their  countries. 

And  no  wonder.  The  compact 
Escort  has  front-wheel  drive,  a 
new-design  hemispherical  head 
engine,  4-wheel  independent  sus- 
pension, and  better  gas  mileage 


ratings  than  subcompacts  like 
VW  Rabbit,  Honda  Accord,  Toyota 
Corolla  Hatchback. 

See  it  at  your  Ford  dealers. 

Built  to  take  on 
the  world... 
and  doing  it! 


' 'At  Armco's  National  Supply, 
we  just  opened  our  113th  store 
to  serve  the  oilpatch.  That's  how 
we  stay  the  leader  in  the  field'.' 


Rob  Walker 

is  president 

of  production 

equipment 

and  distribution  for 

National  Supply 

Company. 


For  almost  a  century,  National  Supply  stores  have  formed  the  backbone  of  this 
Armco  company.  Operating  like  sophisticated  hardware  stores,  they  deal  with  the 
thousands  of  parts  and  expendable  items  unique  to  the  oilfield.  And  they  act  as 
distribution  points  for  the  entire  National  Supply  line,  including  giant  rigs,  pumping 
units  and  tubular  goods. 

Stores  are  an  important  reason  National  Supply  is  the  fastest  growing  part  of 
Armco . . .  and  its  most  profitable. 

Today,  National  Supply  is  positioned  to  meet  an  unprecedented  surge  in  drilling 
activity.  Our  business  analysts  say  that,  worldwide,  the  annual  average  rig  count  this 
year  will  be  5361 ...  up  15%  from  the  4644  average  in  1980.  National  will  be 
wherever  new  stores  and  equipment  are  needed. 

This  is  the  kind  of  planned  growth  that  is  bringing  Armco  increasing  recognition 
as  an  energy  company.  For  more  information  write,  Investor  Relations,  Armco. 
General  Offices,  Middletown.  Ohio  45043. 


ARMCO 
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morous,  market.  Single-ply  roofs  use  a 
ather-tight  rubber  or  plastic  mem- 
me  instead  of  the  layers  of  felt  and 
)halt  that  comprise  the  familiar  built- 
roofing  on  flat  buildings.  As  the  mate- 
Is  and  workmanship  on  those  conven- 
nal  roofs  have  deteriorated,  they  have 
rted  leaking  market  share  to  single- 
r  products.  Last  year,  for  example,  sin- 
-ply  systems  went  from  6%  to  11%  of 
:  2.4  billion-square-foot  commercial 
i  industrial  roofing  market. 
/Vhile  Carlisle  is  the  leader,  with  40% 
the  business,  its  success  has  already 
racted  a  horde  of  competitors.  Big 
npanies  like  General  Tire,  B.F.  Good- 
h  and  Firestone  have  begun  marketing 
:ir  own  sirigle-ply  products.  Isn't  this 
!  sort  of  elephant  stampede  Carlisle 
s  trying  to  avoid?  Not  at  all,  says 
•sident  Malcolm  Myers,  who  has  or- 
istrated  the  company's  diversification 
ategy.  "When  it  comes  to  single-ply 
ifing,  we're  the  giants." 
To  back  up  that  claim,  Carlisle  has 
;ned  a  new,  160,000-square-foot  plant 
Greenville,  111.,  which  is  entirely  de- 
ed to  making  its  single-ply  sheeting, 
las  also  loaded  that  and  another  plant 
Carlisle,  Penna.  with  specially  de- 
ned  machines  to  automate  the  pre- 
dion of  40-foot  by  100-foot  and  larger 
ets  of  membrane.  Furthermore,  its 
lertise  may  be  hard  to  duplicate  quick- 
"The  EPDM  rubber  polymer  we  use 


for  these  roofs  is  squirmy  stuff,  and  hard 
to  work  with,"  says  Brown.  "Even  a  big 
rubber  company  can't  just  dump  it  into 
their  machines  and  start  turning  out 
sheets  like  ours."  In  addition,  these  large 
rubber  sheets  have  to  be  sealed  with  cold, 
unvulcanized  seams  on  the  job  site.  Car- 
lisle believes  that  its  adhesives,  devel- 
oped after  years  of  research  and  develop- 
ment, will  give  its  roofs  a  continuing 
edge  in  performance. 

Carlisle's  executives  are  also  counting 
on  their  marketing  strategy  to  keep 
them  ahead  of  the  pack.  Unlike  many 
competitors,  which  now  market  rubber 
sheeting  as  they  sell  rolls  of  asphalt,  Car- 
lisle provides  contractors  a  complete,  en- 
gineered roofing  system.  Besides  the 
membrane,  its  package  includes  all  the 
pipe  seals,  flashing,  metal  fasteners  and 
edging — a  little  like  IBM's  data-process- 
ing services  before  unbundling.  "Most 
potential  competitors  are  getting  a  limit- 
ed quantity  of  product  onto  the  market 
to  demonstrate  that  it  is  durable  and 
installs  easily,"  says  Laurence  Hirsch- 
horn,  an  analyst  at  First  Boston.  "Mean- 
while, Carlisle  has  the  brand  name,  the 
available  capacity  and  the  economies  of 
scale." 

Carlisle  is  also  running  its  own  school 
of  single-ply  roofology.  All  appliers  of  its 
system  have  to  pass  the  curriculum  and 
then  have  their  field  installations  super- 
vised and  approved  by  a  company  techni- 
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'You'll  need  the  facts, 
and  Arnica  has  them 
for  you  in  our 
pocket  reference  book  on  Oil  &  Gas 
and  our  Annual  Report.  They're  free'.' 

Rob  Walker,  president  of  production  and  distribution 
for  Armco's  National  Supply  Company. 


Name- 
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Street  


City  

State. 
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□  Please  check  if  you  wish  to  be  placed  on  Armco's  Annual 

Report  mailing  list. 
Send  coupon  to:  Armco  Corporate  Communications 
Dept.  C-41D,  P.O.  Box  600,  Middietown,  OH  45043 
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cal  representative.  Then  Carlisle  guaran- 
tees the  roof  against  leaks.  "The  Sure- 
Seal  roof  has  turned  out  to  be  a  tremen- 
dous selling  point  for  building  owners 
and  reroofers,"  says  David  Walters,  vice 
president  of  Nicholson  &  Galloway,  a 
132-year-old  roofing  concern  from  Glen 
Head,  N.Y.  "Roofing,  unlike  a  car  or  a 
refrigerator,  has  to  last  for  20  years  or 
more.  Track  record  is  important  in  this 


"The  Sure-Seal  roof  has 
turned  out  to  be  a  tremendous 
selling  point  to  building  own- 
ers and  reroofers.  Unlike  a  car 
or  a  refrigerator,  roofing  has 
to  last  for  20  years  or  more. 
Track  record  is  important  in 
this  business,  and  Carlisle 
has  it.  Also,  for  contractors 
who  do  the  installations,  it 
means  not  having  to  haul  ex- 
plosive gas  tanks  and  hot  ket- 
tles up  some  high  rise." 


business,  and  Carlisle  has  it.  Also,  for 
me,  it  means  not  having  to  haul  explo- 
sive gas  tanks  and  hot  kettles  up  to  the 
roof  of  some  high  rise." 

So  far  none  of  Carlisle's  competitors 
have  made  a  big  move  to  install  roofing 
material  production  lines.  Analysts  as- 
sume that  Sure-Seal  won't  face  a  serious 
threat  for  at  least  two  or  three  years,  and 
even  then  the  large  competitors  may 
only  equal  what  Carlisle  has  now.  Still, 
none  of  this  is  encouraging  Malcolm 
Myers  to  sit  contentedly  on  his  $80  mil- 
lion roofing  backlog.  "They've  got  a  lot 
of  problems,"  he  says,  "but  by  a  like 
token  there  must  be  a  desperate  need 
there  to  get  into  the  product  lines  that 
produce  good  earnings." 

Carlisle  is  doing  that,  too — by  getting 
into  other  lucrative  niches  in  replace- 
ment markets.  It  has  gone  head-to-head 
across  the  whole  range  of  motorcycle 
tires,  for  example,  but  it  also  specializes 
in  dirt-bike  tires  for  racing.  After  estab- 
lishing a  reputation  for  high  performance 
on  the  dirt-bike  racing  circuit,  Carlisle's 
motorcycle  tires  and  tubes  achieved  a 
55%  sales  increase  in  1980,  even  though 
it  was  a  bad  year  overall  for  their  recrea- 
tional-tire segment. 

Such  aggressiveness  has  provided 
more  than  hot  air  for  investors.  Last 
year,  Carlisle's  stock  price  soared  from 
nearly  19  to  85  Vz  in  an  exhilarating 
runup  that  startled  management.  Today 
the  company  commands  a  premium  16 
earnings  multiple  at  a  time  when  the  big 
tire  companies  are  limping  along  at  aver- 
age market  levels  or  below. 

What  have  Akron's  giants  done  while 
Carlisle  has  made  millions  from  single- 
ply  roofing?  For  the  most  part,  they  have 
only  watched — and  not,  one  assumes, 
without  a  tinge  of  jealousy.  ■ 


BES,  APRIL  13,  1981 


Apathetic  about  foreign  trade  in  the  past, 
many  small  businessmen  are  finding  sales, 
profits  and  even  fun  in  foreign  markets. 


Exporting 
without  tears 


By  Larry  Marion 


FIRST,  THE  EMBARRASSING  NEWS. 
More  than  a  third  of  the  $32  bil- 
lion U.S.  trade  deficit  in  1980  may 
have  been  unnecessary.  If  U.S.  compa- 
nies had  been  more  alert  to  opportunities 
for  sales  abroad,  the  Commerce  Depart- 
ment estimates,  they  could  have  added 
at  least  $13  billion  to  our  $175  billion  in 
merchandise  exports. 

Furthermore,  Professor  War- 
ren J.  Bilkey  of  the  University  of 
Wisconsin's  business  school  has 
found  that  the  majority  of  our 
overseas  sales  originate  not 
with  a  salesman's  call  but  with  a 
request  from  a  foreign  buyer. 
"In  fact,"  says  Frank  Weil,  who 
has  just  finished  three  wearying 
years  as  assistant  secretary  of 
Commerce,  "many  American 
companies  don't  have  time  to 
respond  to  foreign  requests  for 
information."  They  say  they're 
too  busy  with  the  tremendous 
domestic  market,  traditionally 
the  sole  focus  of  U.S.  manufac- 
turing companies. 

But  now,  the  good  news. 
There  are  clear  signs  that  old 
attitudes  are  changing.  Last 
year  20%  of  the  nation's  manu- 
facturing output  was  exported, 
compared  with  14%  in  1970. 
The  U.S.  share  of  world  trade 
has  begun  to  climb— to  18.4% 
by  mid-1980,  vs.  17%  in  1978. 
Significantly,  it  is  the  small 
companies  that  are  most  aggres- 
sive in  going  after  sales  abroad. 
Companies  with  249  or  fewer 
employees  export  11.5%  of 
their  output,  compared  with 
9.5%  for  firms  with  1,000  or 
more  employees.  The  potential 
is  enormous;  Commerce  esti- 
mates that  only  some  30,000  of 
our  252,000  manufacturing 
firms  have  ever  exported. 


And  it  is  just  those  small  exporters 
that  the  Reagan  Administration  pro- 
poses to  help.  Secretary  of  Commerce 
Malcolm  Baldrige  says  export  promo- 
tions will  be  redeployed  to  benefit  more 
small  companies.  The  Export-Import 
Bank's  funding  will  be  cut — because  Rea- 
ganites  believe  the  bank  mainly  helps 
large  companies  that  have  alternative 
sources  of  finance.  But  the  Administra- 
tion is  supporting  a  bill  now  in  Congress 


to  bring  more  commercial  bank  fin;! 
ing  to  small  exporters. 

Most  heartening  of  all  is  that  sn 
businessmen  themselves  say  they  di 
need  more  government  programs, 
better  performance  from  some  of  the 
isting  ones. 

"The  government  doesn't  have  to! 
more.  Just  educate  people  about  h 
easy  and  lucrative  exporting  can  ti 
says  Larry  Bums,  vice  president 
Breuer  Electric,  a  $12  million  (sales)  C 
cago  company  that  exports  indust 
vacuum  cleaners  to  Europe. 

"Don't  give  us  more  rules,"  says  \j 
President  Charles  McKinney  of  Di 
Furniture  in  Lexington,  N.C.  "What 
Commerce  people  need  to  do  is  get  i; 
the  field  and  help  the  little  guys  with 
nuts  and  bolts  of  exporting." 

Steven  Pitchersky  of  Dunning  Ind 
tries  in  Greensboro,  N.C.  charges  that 
present,  "The  government  isn't  do 
much  of  anything  to  help  us." 

Burns,  McKinney  and  Pitchersky 
just  a  few  of  the  many  businessmen  w. 
have  found  sales,  profits  and  even  a  lit 
fun  in  exporting.  American  compan 
are  selling  pre-Victorian  furniture  to  B 
ons,  snowplows  in  Saudi  Arabia  and  el 
tronics  in  Taiwan.  Sometimes  the  fed 
al  government  is  helpful,  other  times 
a  pain;  but  perseverance  , 
commitment  are  the  real  k< 
to  success,  say  dozens  of  bi; 
nessmen  who  were  contac 
by  Forbes.  Here  is  a  sampler 
what  some  awakened  Am 
cans  are  accomplishing. 


Making  lamps  at  Dunning  Industries'  Greensboro,  N.C.  plant 
U.S.  furnishings  Jbr  Japanese  and  European  homes. 


Using  government 
wisely 

Joel  A.  Elftmann,  an  export-ci 
scious  former  overseas  mark 
ing  representative,  read  a  nev 
paper  ad  in  1974  about  a  feder 
ly  subsidized  program  tr 
insured  payment  of  receivab 
from  overseas  customers,  a 
saw  his  chance.  He  was  c 
founder  and  vice  president 
FSI  Corp.,  at  that  time  a  mil 
mally  capitalized  manufactui 
of  semiconductor  processi 
equipment,  doing  $1.2  milli 
in  annual  sales  but  suffering 
the  1974  recession.  Insured  l 
ceivables,  Elftmann  realize 
could  be  collateral  for  low-ce 
working  capital.  He  answer 
the  ad,  got  a  Foreign  Credit  1 
surance  Association  policy  ai 
began  hurrying  over  to  Minr 
apolis'  Northwestern  Nation 
Bank  as  soon  as  he  shipp 
equipment  overseas.  There 
would  swap  his  invoice  for 
below-prime-rate  loan  and  ii 
mediate  cash. 
Only  201   small  business 
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|)  The  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee,  Wisconsin  1981 


Could  Carboni  and  Mullin 
survive  without  Saliture? 


Sure.  If  they've  talked  to  The 
Specialists  at  The  Quiet  Company. 
Northwestern  Mutual  Life. 

Losing  a  partner  in  your  busi- 
ness needn't  be  a  financial  disaster. 
Provided  you've  prepared  for  that 
possibility. 

That's  why  it's  so  important  you 
talk  to  Northwestern  Mutual  Life. 

For  over  100  years  The  North- 
western has  helped  business  own- 
ers like  you  prepare  for  the  future 
through  comprehensive  insurance 
protection  plans.  Chances  are  your 
local  Northwestern  Agency  and  its 
associates  have  been  in  business 
longer  than  you.  And  will  be  in 
business  for  years  to  come.  The 
Northwestern  Agent  you'll  talk 


with  is  an  experienced,  knowl- 
edgeable business  person.  We 
pride  ourself  on  having  the  most 
professional  agents  in  the  industry. 
All  dedicated  to  providing  you  with 
the  best  life  insurance  value 
around. 

All  because  we  specialize.  In 
your  life.  For  the  life  of  your  busi- 
ness. To  find  out  how  our  speciali- 
zation can  work  for  your  business 
needs  and  help  you  plan  for  the 
future  all  you  have  to  do  is . . . 


Ask  a  Quiet  Company  specialist 


NORTHWESTERN  MUTUAL  LIFE 

For  business . . .  the  number  one  specialist  in  individual  life  insurance. 


FSI  Corp  President  Joel  Elftmann 
Government  financed  his  domestic  business. 

have  caught  on  to  the  deal  that  Elftmann 
saw,  compared  with  more  than  2,000 
FCIA  policies  outstanding  for  larger  com- 
panies. Elftmann  thinks  they're  missing 
a  good  thing. 

"Thanks  to  the  insurance,  I  could  lev- 
erage 100%  of  my  foreign  receivables," 
he  says.  "We  used  the  government  to 
help  us  grow.  It  financed  our  domestic 
operation."  Today  FSI  does  about  $15 
million  to  $20  million  in  annual  sales, 
35%  of  them  overseas. 

Of  course,  to  export  successfully,  "You 
have  to  go  to  the  market  and  learn  condi- 
tions firsthand,"  says  Elftmann,  41,  who 
had  worked  as  a  designer  for  another  semi- 
conductor equipment  maker  for  eight 
years  but  had  no  prior  overseas  experi- 
ence. He  did  it  the  hard  way,  on  his  own.  "I 
went  to  my  foreign  customers  to  find  rec- 
ommendations for  good  local  distribu- 
tors,"  he  recalls  wearily.  "I  spent  two  years 
overseas,  getting  rid  of  old  marketing  rep- 
resentatives, setting  up  a  new  marketing 
company  and  finding  a  service  organiza- 
tion. I  also  exhibited  at  foreign  trade 
shows,  at  that  time  a  relatively  inexpen- 
sive way  to  promote  my  products." 

These  days  it  is  a  lot  easier.  The  Com- 
merce Department  provides  lists  of  suit- 
able distributors,  individually  investigat- 
ed by  its  overseas  trade  officials,  for  less 
than  $100  per  market. 

Elftmann  counts  on  foreign  sales  as  a 
cushion  when,  as  now,  domestic  semi- 
conductor manufacturers  slow  their  pur- 


chases. "When  American  man- 
ufacturers quit  buying  in  1974, 
we  had  a  nice  order  from  Eu- 
rope. It  was  enough  to  keep  our 
work  force  [now  160  employ- 
ees] busy.  It  could  easily  hap- 
pen again  this  year,"  says  Elft- 
mann, But  this  time  he's  in  a 
far  better  position  to  weather 
hard  times  domestically. 

Snowplows  to 
Saudis 

Exporting  saved  Jim  Blau's 
company.  Snow-Way  Interna- 
tional, Inc.,  Milwaukee,  had  a 
wonderful  product  that  nobody 
needed  in  1979:  a  $1,300  snow- 
plow  designed  to  be  attached  to 
subcompact,  front-wheel-drive 
cars  like  the  Volkswagen  Rab- 
bit. It  was  a  dry  winter,  and 
inventory  piled  up.  "We  had  to 
have  a  broader  marketing  base. 
So  I  took  a  $10,000  gamble," 
recalls  the  50-year-old  Blau.  "I 
flew  to  a  trade  show  in  Ger- 
many, taking  a  plow  with  me.  I 
spent  $2,000  for  a  booth.  I 
didn't  know  what  to  expect." 

He  wasn't  in  doubt  for  long. 
Blau's  patented  design,  which 
does  not  require  remodeling  of 
a  car's  front  end,  was  an  in- 
stant success.  "The  reception  was  wild," 
he  says.  "The  plow  was  perfect 
for  the  European  market,  fit- 
ting in  with  the  narrow  streets. 
They  had  never  seen  anything 
like  it."  After  he  took  $  1 50,000 
in  orders,  and  even  sold  the 
plow  on  display,  local  auto 
dealers  flocked  to  his  hotel 
room.  Blau,  a  Subaru  and  Volvo 
dealer  himself,  signed  up  1 1 
distributors. 

Unfortunately,  Blau  returned 
to  the  U.S.  without  the  vaguest 
idea  of  how  to  ship  those  or- 
ders. "I  started  picking  brains," 
he  says.  He  called  friends  who 
had  export  experience,  called 
the  local  Commerce  Depart- 
ment office  for  advice  and  rec- 
ommendations and  rang  up 
several  freight  forwarders. 
They  all  helped. 

Today  Blau's  snowplows  are 
sold  from  Australia,  where 
they  clear  mudslides,  to  Saudi 
Arabia,  where  they  are  used  to 
clear  sand  from  driveways. 
Foreign  sales  were  such  a 
snap — "Using  containers,  it  is 
as  easy  and  inexpensive  [$100] 
to  ship  a  plow  to  Switzerland 
as  to  Portland,"  says  Blau — 
that  he  now  prefers  the  over- 
seas business.  About  75%  of 


lion  in  1981  revenues  will  come  i 
result  of  exports. 

"It's  a  cleaner  business.  You  get  yl 
money  up  front  with  the  letter  of  era 
no  worries  about  collections,"  says  Bl 
who  spent  years  tinkering  with  ol 
projects,  including  such  less  than  insi 
winners  as  a  kit  to  convert  motorcy 
into  snowmobiles,  before  hitting  u 
the  successful  snowplow. 

He  has  little  time  to  tinker  these  dl 
A  recent  free  ad  in  a  Commerce  Dep1 
ment  magazine  produced  an  8-inch  st 
of  inquiries.  Snow-Way's  6  employ 
(25  subcontractors  produce  parts  for 
plow)  are  hard  pressed  to  handle  the 
ume  of  incoming  mail  and  outgoing  sj 
ments.  "I'm  keeping  200  to  300  pec 
busy,"  says  Blau,  still  a  little  awed  at 
profitable  results  of  that  desperation 
to  Germany. 
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Moving  the  furniture 

"We  were  shamed  into  exporting,"  4 
Charles  McKinney,  vice  president 
Dixie  Furniture  Co.  in  Lexington,  Is  * 
"We  had  some  European  buyers  visi 
1978,  but  we  didn't  have  any  produc 
spare.  Frustrated,  one  complained 
thought  your  country  wanted  to  exp 
given  your  trade  deficit.  Your  attitud 
surprising.' 

"That  did  it,"  says  McKinney. 
hadn't  thought  about  exporting  bef< 
but  we  had  to  find  a  way."  Dixie  spen 


Snow-Way's  estimated  $2  mil- 


Snow-Way 
He  got  a 


International's  Jim  Blau 
wild  reception  in  Germany. 
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CPT  explains 
what  word  processing  is 

-in  plain  English 


Exactly  what  is  word  processing?  Is  it 

\j  practical  in  a  small  office?  And  will  your 

cretaries  love  it  or  hate  it?  CPT 

iswers  these  and  other 

lestions— and  includes 

me  surprising  facts 

tout  the  remarkable 
**PT  8000. 
e 

>rd  processing  is  simply  a 
:er,  easier,  less  expensive  way 
ype.  A  word  processor  does  many 
igs.  However,  typing  is  its  main  job 
Let's  say  you're  preparing  a  sales 
posal  on  the  CPT  8000  (right). 

Instead  of  reaching  for  typing  paper 
1  inserting  it  like  you  would  on  a  type- 
ter,  you  begin  typing  immediately. 

What  you  type  appears  on  an  easy- 
■ead  screen  that  actually  looks  like  a 
et  of  paper:  full-size,  with  black 
racters  on  a  white  background. 


lote-.  The  black-on-white  screen  is  a  major 
ature  of  the  CPT  8000;  some  competitive 
odels  have  only  a  partial-page  display, 
id  a  green-on-green,  computer-like  screen. 

Power  typing 

:ause  nothing's  on  paper  yet,  you  can 
>wer  type"  at  full  rough  draft  speed 
hout  worrying  about  typos  and  other 
yrs. 

Mistakes  are  corrected  easily  right 
the  CPT  8000  screen.  Leave  out  a 
rd  or  paragraph?  Just  type  it  in  and 
j  I  entire  text  can  be  readjusted 
n  jttronically. 


Only  when  your  document  is  letter- 
feet  do  you  transfer  it  from  screen 
>aper.  Just  touch  a  button  and  the 
T  8000  printer  produces  a  crisp 
linal  at  the  amazing  speed  of  up  to 
1  words  a  minute. 


Now  we  come  to 
some  of  those  other 
remarkable  things 
your  CPT  8000 
can  do.  j 

"Electronic 
Filing" 

Everything  you  type  on  the  CPT  8000 
can  be  captured  on  small,  magnetic  mem- 
ory disks.  Each  holds  up  to  one  hundred 
business  letters.  Individual  documents 
can  be  recalled  to  the  screen  in  seconds. 
So  you  can  update  documents  any  time  — 
as  easily  as  you  made  corrections  on 
the  originals. 

With  CPT's  "electronic  filing"  system, 
you  can  replace  rows  of  bulky  filing  cabi- 
nets with  small  disk  storage  boxes. 

More  than  words 

A  relatively  new  feature,  found  only  on 
the  CPT  8000  and  other  advanced  word 
processors,  is  called  "software  program- 
ming!' (Don't  worry,  voe  do  the 
programming,  not  you.) 

Small,  preprogrammed 

disks  let  you  use  your 
CPT  8000  to  do  jobs 
impossible  on  an  ordinary 
typewriter.  You  can  prepare 
payrolls,  keep  ledgers,  handle 
inventory  and  bookkeeping, 
and  more.  It's  so  simple  that  no 
special  computer  language  or 
knowledge  is  necessary. 


secretary's  time  for  more  challenging 
duties. 

Pays  for  itself 

Even  in  a  small  office,  a  word  processor 
can  save  so  much  time  and  increase 
output  so  dramatically,  that  it  will  quickly 
pay  for  itself. 

A  conservative  estimate  is  that  a  word 
processor  will  double  a  secretary's  output. 

Just  as  important— is  the  valuable 
executive  time  you  save  by  getting  your 
letters  and  reports  back  faster. 

Obviously,  we  have  only  touched  on 
how  word  processing  can  speed  up  and 
simplify  routine  office  chores.  For  a  more 
thorough  explanation,  please  send 
for  our  free  booklet, 
CPT  Takes  The  Mystery 
Out  of  Word  Processing.  V' 


CPT 


The  best  judge 


If  anyone  might  resist  word  processing, 
it's  the  secretary  who  has  to  use  it.  But 
the  CPT  8000  is  so  easy  to  use,  secretaries 
are  among  its  strongest  advocates.  Gone 
are  the  false  starts,  messy  whiteouts,  and 
hours  of  retyping  just  to  make  simple 
revisions.  The  CPT  8000  now  frees  your 


Mail  to:  CPT  Corporation 
P.O.Box  17 

Minneapolis,  MN  55440  i 
I'd  like  to  know  more  about  word  processing  and 
the  CPT  8000.  Please  send  me  your  free  booklet 
CPT  Takes  The  Mystery  Out  of  Word  Processing 

Name  

Title/Company  

Address  :  

City  

Phone (  


.State 


.lip. 


least  $20  million  to  build  two  new  fac- 
tories, and  the  company's  $100  million, 
plus  annual  sales  includes,  he  says,  a  "siz- 
able"— maybe  8% — export  business. 

Dixie  woke  up  and  so  have  other  U.S. 
furniture  makers.  Big  companies  like 
The  Lane  Co.  and  Ethan  Allen  and  little 
ones  like  Dunning  Industries  are  ship- 
ping up  to  10%  of  their  output  to  Austra- 
lia, Europe,  the  Middle  I  ast  and  fapan. 
American  furniture  and  lamp  exports 
were  up  1 10%  over  the  past  five  years,  to 
$544  million. 

Furniture  exports  gol  a  boost  from  the 
dollar's  decline  in  1978.  But  that's  not 
the  main  reason,  says  McKmney.  "Once 
they  bought  our  bedroom  and  dining 
room  pieces,  the  subsequent  rise  in  the 
dollar  didn't  bother  them  because  they 
appreciated  our  quality." 

Quality?  McKinney  explains:  "We  do 
more  things  by  hand,  like  carving  and 
shaping.  We  have  4,000  employees  and 
put  more  people  into  the  manufacturing 
process,  creating  a  warm  finish  with 
hand  painting.  Cost-cutting  Europeans 
spray  paint  and  gel  a  cold  finish." 

The  fact  is  there  are  fewer  craftsmen 
in  the  developed  foreign  countries  these 
days,  and  fewer  raw  materials.  William 
Lamparter,  vice  president  of  Century 
Furniture,  Hickory,  N.C.,  recalls  "think- 
ing that  Americans  went  overseas  tor  the 
latest  and  best  in  furniture.  But  when  I 
asked  a  British  retailer  why  he  wanted  to 
carry  coals  to  Newcastle,  by  shipping  our 


18th-century  English  bedroom 
reproductions  to  London,  he 
replied,  What  do  you  do  when 
'Newcastle  runs  out  of  coal?'  " 
The  U.S.'  plentiful  supply  of 
wood  makes  Greensboro, 
N.C.'s  Dunning  Industries'  ta- 
ble lamps  a  popular  Japanese 
consumer  item.  President  Ste- 
ven Pitchersky  discovered  the 
inferior  .quality  of  Japanese 
lamp  design  and  appearance 
while  touring  a  New  York  City 
showroom.  "They  don't  have- 
enough  low-cost  wood  for 
lamps,  so  we  got  into  exporting 
as  a  lark,"  he  says.  Now  Dun- 
ning ships  $1.2  million  worth 
of  lamps — 10%  of  total  sales — 
to  Japan  and  Europe  Moreover, 
his  export  sales  are  more  prof- 
itable than  domestic.  "With  a 
letter  of  credit  from  the  trading 
company,  our  money  is  up 
front  without  any  collection 
problems  or  salesmen's  com- 
missions," says  Pitchersky. 

Life  after 
exporting 

Fred  Krehbiel,  then  24  years 
old,  spent  almost  a  year  inves- 


Vice  President  Charles  McKinney 
European  buyers  shamed  him  into  exporting 


tigating  foreign  markets  before 
his  father's  company,  Molex 
Inc.,  made  its  first  export  sale  in  1968. 

But  he  spent  not  a  nickel  on 
foreign  travel  for  a  customer. 

He  simply  asked  customers 
about  the  overseas  potential  of 
the  Molex  line  of  connectors — 
the  plastic  plugs  that  link  up 
wires  and  circuitry  inside  tele- 
visions and  telephones.  He  re- 
viewed competitors'  annual  re- 
ports to  learn  about  their  ex- 
port operations  and  he  combed 
Commerce  Department  files. 

And  after  that  Chicago- 
based  Molex  (Forbes,  May  14, 
1979)— then  a  $6  million  (sales) 
outfit — made  its  first  export 
sale,  to  Japan's  Matsushita,  the 
maker  of  Panasonic  televi- 
sions. "Other  companies  think 
first  of  exporting  to  Europe, 
then  to  Latin  America  and 
then  to  the  Far  East,"  says 
Krehbiel,  to  whom  a  world- 
wide perspective  comes  easily, 
after  graduate  studies  in  En- 
gland while  getting  a  political 
science  degree  from  George- 
town University.  "We  went 
first  to  the  Far  East." 

As  often  happens,  the  first 
customer  in  a  country  leads  to 
others.  Soon  Molex  was  sup- 
plying connectors  to  much  of 
the  growing  Japanese  electron- 
ics industry.  It  had  a  lower-cost 


Molex  Vice  President  /  'red  Krehbiel 
Others  chose  Europe,  he  went  to  the  FarEaX 


product  and  assembly  concept,  but 
were  easy  to  duplicate.  To  protei 
growing  market — by  1970  its  sal 
Japan  had  risen  to  $200,000— Molex 
a  plant  in  Yamato  City  in  a  joint  ve 
with  a  Japanese  partner,  whom  it 
bought  out. 

Today  the  company — $122  m 
sales  and  $15  million  net  income- 
two  plants  in  fapan  and  others  in  S| 
pore  and  Taiwan.  The  Far  East  proc 
45%  of  its  net  income  on  34%  <j 
revenues.  Overall,  the  foreign  arc 
counts  for  56%  of  its  volume.  It  has 
up  a  market  in  Brazil  to  about  $2  mi 
and  is  now  building  a  plant  at  Camp 
near  Sao  Paulo. 

But  has  the  U.S.  gained  business  oi 
exports  because  of  these  overseas  fj 
ties?  We  win  both  ways,  says  Krel 
He  explains  that  Molex'  overseas  pi 
produce  about  a  thousand  high-vol 
parts,  but  the  company's  catalog 
tains  20,000  products.  "Our  interna 
af  operation  increased  domestic  ej 
sales  because  it  pulled  in  additions 
ders  for  small-run  items,"  he  says. 

Molex'  U.S.  exports  will  rise  toi 
million  in  the  fiscal  year  ending  in  ) 
from  less  than  $5  million  in  each  ol 
two  preceding  years.  That's  just  a| 
double  the  company's  total  sales  vol 
in  the  year  Fred  Krehbiel,  now  execi 
vice  president,  started  his  cost-effen 
investigation  of  the  export  markets. 


66 


FORBES,  APRIL  U 


D 

mi ! 


"FIVE  YEARS  AGO 
!  I  WAS  ALMOST  APOLOGETIC. 
A  LOT  HAS  CHANGED 
SINCE  THEN." 


)  1981  Eastern  Air  Lines,  Inc. 


"When  I  first  started  appearing  in 
Eastern  advertising  in  1976,  it  was  no  se- 
cret that  our  service  needed  improving.  And 

for  the  past  five  years,  the  people  of  Eastern 
FRANK  BORMAN,  PRESIDENT  EASTERN  AIRLINES     haye  ^  a        effort  F£,m  top  to  bottom. 

Today,  I'll  stack  our  service  up  against  anyone's. 

The  public  seems  to  have  noticed  the  improvement,  too.  Because 
for  the  last  two  years,  more  people  have  chosen  to  fly  Eastern  than  any 
other  airline  in  the  free  world. 

That  tells  me  our  people  are  doing  a 
fine  job. 

After  all,  I  may  get  you  to  fly 
Eastern  once,  but  they're  the  ones  who 
get  you  to  come  back!'   

EASTERN 

WE  HAVE  TO  EARN  OUR  WINGS  EVERYDAY 


When  the  most  significant  artifacts 

of  the  20th  century 

are  uncovered,  3Mwill  be  there. 


Sealed  inside  a  metal  time  capsule,  in 
the  cornerstone  of  the  Science  Museum 
of  Minnesota,  rests  a  small  roll  of 
"Scotch"  brand  Transparent  Tape.  Why 
is  such  an  innocuous  object  included 
among  the  highest  technological 
achievements  of  the  century? 

Well  come  to  think  of  it,  what  would  we 
do  without  the  world  of  3M  tapes? 

Until  1925,  we  tied,  clipped,  glued,  wired, 
tacked  and  otherwise  got  along.  It  was 


then  that  Richard  G.  Drew,  a  lab  worker 
at  3M ,  heard  about  the  problems  of  auto 
workers  trying  to  paint  a  clean  edge  on 
those  snappy,  new,  two-tone  body 
finishes.  Drew  listened  to  their  struggles 
with  home-made  tape  and  glue  concoc- 
tions. And  then  he  changed  the  habits  of 
a  nation. 

At  3M,  we're  still  in  the  business  of  hear- 
ing. By  listening  to  people's  needs,  we've 


developed  over  200  products  for  con- 
sumer use  alone. 

If  you  would  like  a  free  3M  Consumer 
Brochure,  write  us  today:  Department 
070204/3M,  P.O.  Box  4039,  St  Paul, 
MN  55104. 

Or  better  yet,  let  us  hear  from  you  righ 
now  Call  toll-free:  1-800-323-1718, 

Operator  367.  (Illinois  residents  call 
1-800-942-8881) 

3M  hears  you... 


3M 


derrill  Lynch  has  the  mass  business,  but  it  is 
earning  for  more  of  the  class  business.  That's 
be  meaning  of  its  recent  reorganization. 


Upscaling 
the  herd 


By  Harold  Seneker 
and  Ben  Weberman 


HE  BROKERAGE  STOCKS,  USUally  a 

sideshow  on  Wall  Street,  have 
been  center  stage  (see  Statistical 
otlight,  p.  203),  what  with  trading  re- 
ntly  running  substantially  above  a 
ar  ago  and  with  Prudential's  proposed 
keover  of  Bache.  Almost  unnoticed  in 
e  excitement  has  been  a  major  re- 
uffling  at  the  biggest  brokerage  house 
them  all,  Merrill  Lynch,  Pierce,  Fen- 
r  &  Smith  Inc.  This  was  no  routine 
me  of  corporate  musical  chairs,  but 
ther  a  clear  signal  that  the  Thunder- 
g  Herd  is  embarking  on  an  important 
w  strategy. 

Merrill  Lynch  has  never  forgotten  that 
gets  85%  of  its  revenues  and  more 
an  85%  of  its  profits  from  the  same 
tering  holes  where  it's  always  gotten 
em:  mostly  from  the  stock  market, 
d  a  little  from  the  bond  market.  Real 
tate,  insurance,  leasing,  corporate 
oving  services  or  whatever  are  all  very 
dl,  but  a  big  payoff  is  in  the  distant 
ture.  In  the  here  and  now  Merrill 
nch  has  to  look  for  something  else  to 
:ten  its  returns. 

The  world's  largest  stockbroker  has 
ne  pretty  well  for  itself:  The  parent 
mpany  has  tripled  revenues  in  five 
ars  to  $3  billion  and  occupies  unassail- 
le  first  place  in  volume  of  trading  on 
S.  financial  markets.  By  some  counts 
5  also  first  in  underwriting  volume.  But 
other  ways  it's  not  first  enough.  Prof- 
have  only  about  doubled  in  the  same 
e  years  and  Merrill's  return  on  capital 
s  been  pedestrian  when  it's  compared 
th  such  houses  as  E.F.  Hutton  and 
earson  Loeb  Rhoades. 
A  problem — if  a  problem  it  be — is  that 
srrill  is  more  heavily  capitalized  than 
smaller  competitors,  with  almost  $1 
lion  in  stockholder  equity,  compared 
th  E.F.  Hutton's  $259  million  and 
earson  Loeb  Rhoades'  $304  million, 
answer  for  Merrill,  therefore,  is  to 


William  A  Schreyer,  president  of  MLPF&S 
No  routine  game  of  musical  chairs. 

make  its  capital  work  harder.  To  this  end 
it  wants  to  step  up  its  investment  bank- 
ing, merger  and  acquisition,  and  corpo- 
rate debt  business — areas  that  can  be 
highly  profitable  but  do  not  require  huge 
amounts  of  capital. 

That's  where  the  reshuffling  comes  in. 
Merrill  Lynch's  securities  subsidiary — 
85%  of  the  company,  remember — used 
to  be  set  up  on  a  functional  plan.  The 
sales  organization,  the  trading  desks  and 
the  backroom  all  reported  separately  to 
the  president.  Very  simple,  and  efficient 
when  Merrill  Lynch  was  smaller.  It  was 
comfortable  even  later,  as  long  as  the 
company  thought  of  itself  as  just  a  wire 
house.  But  no  longer.  The  president  of 
the  securities  operation,  William  A. 
Schreyer,  explains  why: 

"Until  now,  we  have  been  everything 
to  everyone.  Our  individual  client  feels 
neglected  despite  enormous  research  and 
portfolio  support.  He  thinks  that  we  are 
devoting  all  our  energies  to  courtship  of 
the  big  buyers  and  the  major  corpora- 
tions. At  the  same  time,  corporate  ex- 


ecutives only  come  to  us  when  they 
think  that  they  need  the  massive  distri- 
bution capabilities  of  470  offices  and 
8,500  account  executives." 

This  attitude  gnaws  at  Schreyer.  The 
big  profits — in  terms  of  margins,  certain- 
ly— are  in  that  nonretail  side  of  Wall 
Street,  the  underwriting  of  debt,  the 
mergers  and  acquisitions  game. 

With  the  stakes  in  the  takeover  game 
now  often  running  into  billions  of  dol- 
lars, the  fees  for  investment  bankers  in- 
volved are  getting  correspondingly  fat- 
ter— scaling  down  from  1%,  depending 
on  the  deal.  Not  only  is  this  high-margin 
business,  it  ties  up  relatively  little  cap- 
ital. As  long  as  the  big  corporate  players 
in  those  games  come  to  Merrill  Lynch 
White  Weld  only  when  they  need  the 
small,  equity  investor,  Merrill  Lynch  will 
be  held  back. 

So  now  Merrill  Lynch  is  taking  a 
"marketing"  tack.  Schreyer  still  has  an 
operations  man  and  a  finance  man  re- 
porting to  him,  as  staff,  but  the  heart  of 
his  new  arrangement  is  a  clear  separa- 
tion between  the  old  wire  house  and  the 
new  Capital  Markets  Group  in  the  line 
management.  He  is  determined  to  give 
each  one  a  distinct,  independent  person- 
ality in  the  eyes  of  The  Street  and,  at 
least  as  important,  the  customers. 

The  change  actually  started  with  a 
meeting  of  top  management  six  years 
ago  near  former  CEO  Donald  T.  Regan's 
home  on  John's  Island,  Fla.  They  met  to 
decide  what  to  do  in  a  world  of  negotiat- 
ed commissions,  shifting  regulations  and 
mounting  competition.  The  old  unitary 
structure  wouldn't  work  anymore,  they 
foresaw,  indeed  it  would  become  a  hin- 
drance. Top  management  was  startled  to 
realize  that  as  a  result  of  the  old  system  it 
could  not  always  know  at  any  given  mo- 
ment which  activities  and  customers 
were  profitable  and  which  were  not.  The 
same  account  executives  servicing  indi- 
viduals' accounts,  for  example,  went  out 
and  made  calls  on  the  institutional  ac- 
counts. Nobody  knew  how  to  allocate 
which  cost  to  whom. 

Everything  Merrill  Lynch  the  parent 
company  and  Merrill  Lynch  the  securi- 
ties subsidiary  have  been  doing  since 
came  out  of  that  meeting:  diversification 
and  acquiring  a  well-regarded  institu- 
tional-investment banking  name,  which 
turned  out  to  be  White  Weld.  Merrill 
Lynch  is  also  sinking  $110  million 
through  1985  in  an  international  net- 
work of  computers  and  automated  equip- 
ment to  speed  transactions  and  put  de- 
tailed profit-and-loss  figures  at 
Schreyer's  fingertips.  Soon  he  will  know 
whether  any  customer — small  or  large — 
is  profitable  after  deducting  the  cost  of 
the  services  he  uses,  and  by  how  much. 
That's  bad  news  for  some  small  investors 
with  inactive  accounts  or  these  making 
large  demands  on  the  broker's  time;  they 
may  find  themselves  paying  consider- 
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ably  higher  commissions.  It's  not  that 
Merrill  has  lost  interest  in  the  individual 
investor.  It  simply  wants  to  make  sure  it 
is  pricing  its  services  properly.  The  same 
rules  will  apply  to  the  big  institutions. 

But  the  emphasis — where  Schreyer 
will  rise  or  fall — will  be  in  the  corporate 
and  underwriting  side  of  the  business. 
Merrill  hopes  to  wrest  away  from  the 
likes  of  Morgan  Stanley,  Salomon  Broth- 
ers and  Goldman,  Sachs  the  customers 
who  used  to  go  for  the  greater  prestige  of 
the  more  specialized  houses. 

Merrill  was  greatly  heartened  back  in 
1979  when  IBM  decided  that  it  wanted 
its  $1  billion  debt  offering  to  have  more 
than  one  underwriting  manager.  Morgan 
Stanley,  the  traditional  sole  manager, 
balked  and  Merrill  Lynch  was  asked  by 
IBM  to  join  Salomon  in  heading  the  of- 
fering. But  such  coups  are  scarce.  Merrill 
wants  lots  more. 

To  that  end,  Merrill  Lynch  White 
Weld  Capital  Markets  Group  will  under- 
take to  pull  off  a  Salomon  Brothers  on 
the  investment  banking  world.  That 
onetime  outsider  firm  bought  its  way 
into  the  bond  underwriting  business  in 
the  1960s.  It  would  underwrite  bonds  on 
attractive  terms  even  in  bad  markets. 
Old-liners  would  only  promise  to  do  so  in 
favorable  markets.  Salomon  would  de- 
pend on  its  championship-class  trading 
desk  to  save  the  bacon.  It  would  distrib- 
ute hard-to-sell  bonds  by  swapping  with 
institutions  stuck  with  their  own  tur- 
keys. The  few  times  it  couldn't  were  the 
cost  of  admission. 

Now  Merrill  Lynch  thinks  it  is  in  a 
position  to  do  something  similar  by  us- 
ing its  strengthened  institutional  sales 
force  alongside  its  trading  desk.  Sam 
Hunter,  its  top-flight  block  trader  on  the 
equity  trading  side,  has  been  moved  over 
to  run  the  debt-trading  side.  The  former 
bond  man,  Rodger  Shay,  has  a  comfy 
institutional  sales  post  in  Miami.  Both 
trading  and  institutional  marketing  are 
under  the  MLWW  Capital  Markets  um- 
brella, and  the  company's  very  large  re- 
search arm  is  attached  now  to  the  insti- 
tutional division.  All  this  is  under  Ed- 
mond  N.  Moriarty  Jr.,  executive  vice 
president  in  charge  of  MLWW  Capital 
Markets  Group.  He  has  run  the  munici- 
pal and  corporate  bond  departments  and, 
according  to  Schreyer,  knows  how  to 
work  with  the  Merrill  Lynch  branch  sys- 
tem and  rates  high  as  an  administrator 
and  risk-taker. 

What's  interesting  here  is  that  the  reor- 
ganization is  not  a  sign  of  weakness:  Mer- 
rill earned  about  25%  on  its  stockholders' 
equity  last  year,  and  the  first  quarter  of 
this  year  looks  better  than  a  year  ago.  But 
it's  as  if  General  Motors  in  its  palmy  days 
had  Chevrolet,  the  volume  leader,  but 
didn't  have  a  strong  Cadillac  division  to 
really  sweeten  profits.  Merrill's  got  a  firm 
grip  on  the  Chevy  end  of  the  business. 
Now  for  the  Sevilles.  E 


Quite  a  number  of  major  companies  at 
saying  with  big  bucks  that  minerals  will  I 
scarce  tomorrow.  Have  they  overlooked  tk 
resource  that  is  in  short  supply  today? 


Copper  in  hand, 
ARCO  looks  for  oil 


By  Nick  Galluccio 


Chairman  Robert  O.  Anderson  of 
Atlantic  Richfield  Co.  was  too  far 
ahead  of  fashion  in  1977  when  he 
bought  asset-rich  but  cash-poor  Ana- 
conda Co.  for  $700  million — little  more 
than  half  its  book  value.  Just  about  every- 
one on  Wall  Street  sneered  and  other 
oilmen  wondered. 

Now,  with  Sohio  offering  30%  over 
book  for  Kennecott,  and  Seagram  and 
SoCal  bidding  twice  book  for  St.  Joe  Min- 
erals and  AMAX,  it  appears  that  Ander- 
son got  Anaconda's  rich  copper,  bauxite 
and  molybdenum  reserves  at  a  bargain. 
Pound  for  pound  of  copper  alone,  Sohio  is 
paying  43%  more  for  Kennecott  than 
Anderson  paid  for  Anaconda. 

It  took  almost  four  years  for  others  to 
see  what  Anderson  saw:  that  mining 
companies,  like  coal  companies  before 
them,  lacked  capital  for  their  own  devel- 
opment and  were  natural  links  for  the 
cash-rich  oil  companies.  Nor  was  the 
minerals  play  the  only  example  of  Ander- 
son's foresight  in  the  18  years  he  has 
spent  building  ARCO  from  scraps  called 
Atlantic  Refining,  Richfield  Oil  and  Sin- 
clair Oil.  Which  makes  the  company's 
latest  focus  all  the  more  interesting. 

Los  Angeles-based  ARCO  is  spending 
$16  billion  over  the  next  five  years  on 
domestic  oil  and  gas  exploration  and  pro- 
duction, more  than  almost  any  competi- 
tor. The  company  increased  exploration 
acreage  48%  last  year,  to  more  than  1 1 
million  acres.  It  has,  or  plans  to  have, 
drill  rigs  operating  in  places  not  often 
associated  with  oil — Tennessee,  the  Ap- 
palachian province  stretching  from  New 
York  to  Mississippi,  Kentucky,  West  Vir- 
ginia, North  Dakota,.  Montana  and  Utah. 
It's  also  drilling  in  the  tried  and  true 
areas  of  Oklahoma,  Texas,  Louisiana, 
the  Gulf  of  Mexico  and  off  the  Arctic 
coast  of  Alaska,  where  the  1968  Prudhoe 
Bay  discovery  made  it  the  giant  com- 
pany it  is  today. 


And  the  company  will  spend  anot 
$2  billion  expanding  already  success 
drilling  operations  in  Indonesia  and 
North  Sea,  as  well  as  in  Dubai,  Ch 
Somalia  and  the  Philippines. 

That's  $18  billion  by  1986  on  oil  , 
gas,  vs.  only  $3  billion  budgeted  for 
same  period  on  ARCO's  minerals,  c 
and  chemicals.  True,  the  ancillary  act 
ties  produce  only  8%  of  ARCO's  ope: 
ing  profits,  but  conventional  wisd 
holds  that  they  are  the  future,  that  th 
isn't  that  much  oil  to  be  found. 

The  fact  is,  Anderson  and  ARC 
new  president,  William  R  Kieschni 
58,  who  will  almost  certainly  beco 
CEO  next  year,  agree  and  disagree  w 
the  conventional  wisdom.  It's  a  ma' 
of  timing.  "Basic  resources  are  goinj 
become  scarcer  and  more  costly  and 
expect  to  be  one  of  the  foremost  min 
companies  by  the  turn  of  the  centui 
says  Anderson. 

Still,  the  turn  of  the  century  is  aim 
two  decades  off,  and  at  today's  prices 
and  gas  appear  more  attractive  to  ARC 
"There's  a  lot  of  oil  to  be  found  in  t 
country,  but  probably  even  more  nau 
gas,"  says  Kieschnick,  a  chemical  er 
neer  who  became  president  in  Janu: 
when  Thornton  Bradshaw  departed  tc 
RCA's  chairman.  He  grins  and  refers 
ARCO's  recent  discovery  of  500  bill 
cubic  feet  of  natural  gas,  a  lot  of  it  in 
Gulf  of  Mexico,  to  make  his  point. 

Kieschnick  believes  that  Alaska  he 
the  greatest  concentration  of  undisc 
ered  oil  and  gas  reserves,  perhaps  20 
lion  barrels  of  oil  alone.  That  compa 
with  current  U.S.  reserves  of  around! 
billion  and  current  Saudi  Arabian 
serves  of  150  billion. 

But  exploration  in  Alaska  is  restrict 
which  is  one  reason  why  ARCO 
other  oil  companies  plan  to  drill  in  r« 
tively  untried  areas  like  Tennessee 
well  as  in  the  new  bonanza  regions  of 
Rocky  Mountains.  It's  risky,  but  it's 
best  risk  around.  "We're  in  a  busiri 
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HOW  AIG  LOOKS  FROM  OUTER  SPACE. 


The  American  International  Group  of 
mpanies  has  more  pins  in  more  parts 
the  world  with  more  people  offering  more 
ids  of  insurance  than  practically  any 
her  commercial  insurance  organization. 

So  if  your  company  has  a  lot  of 
anches  around  the  world,  you  don't  have 
go  to  a  lot  of  insurance  companies 
aund  the  world  to  cover  each  one  of  them. 


We  can  do  it  all.  And  have  been  doing 


For  more  information. 


it  successfully  for  over  sixty  years. 

Dealing  with  one  large  organization 
instead  of  many  means  a  lot  less  paperwork, 
phone  calls  and  hassles. 

We  also  offer  coverage  that  other 
companies  don't,  like  worldwide  directors 
and  officers  insurance.  And  offer  it  in 
countries  other  companies  only  dream  of. 
Like  the  People's  Republic  of  China,  Saudi 
Arabia  and  Eastern  Bloc  nations. 


There  are  a  lot  of  other  ways  we  can 
help  you.  Some  of  them  could  wind  up 
saving  you  money  as  well  as  time. 

And  that's  something  that  can  make 
us  look  good. 

From  wherever  you  happen  to  be 
looking  at  us. 

THE  AIG  COMPANIES. 

Let  us  take  the  risks. 


contact  American  International  Group.  Dept.  A,  70  Pine  Street,  New  York,  N.Y.  10270. 


How  a  chicken  processor 
grew  900%  in  just 
eight  years. 

Tyson  Foods  was  a  $40  million  regional  chicken  processor 
when  it  came  to  First  Chicago  in  1972. 

Today  it's  a  diversified  food  company  with  nearly  $400 
million  in  sales  worldwide. 

The  secret:  ideas,  innovations  and  acquisitions.  Backed 
by  capital  and  counsel  from  a  money  center  bank  that  has 
specialized  in  agribusiness  for  over  75  years. 

In  addition  to  continuous  credit  lines,  First  Chicago  has 
provided  financing  for  new  equipment  and  plant  acquisitions 
to  help  Tyson  diversify  into  prepared  foods 
and  enter  new  markets. 

We've  initiated  a  method  of  grain  financing  that  saves 
hundreds  of  thousands  a  year  in  feed  costs. 

We've  set  up  a  cash  concentration  system  that  gives  the 
company  tighter  control  of  its  funds. 

First  Chicago  has  even  helped  develop  sales  leads  for 
Tyson  overseas  and  provided  letters  of  credit  for  exports. 

And  when  a  severe  downturn  threatened  almost  everyone 
in  the  poultry  industry,  we  reshaped  the  company's  financing 
and  provided  additional  credit  to  meet  their  new  requirements. 

If  you  need  a  money  center  bank  that  knows  the  food 
industry,  write  or  phone  Christine  Stevens  in  our 
Agribusiness  Group,  (312)  732-2532. 

Whatever  your  business  interests,  from  farming  to  fast 
foods,  from  energy  to  captive  finance,  First  Chicago  can 
help.  In  Chicago,  in  one  of  our  nine  regional  ofiices,  or 
anywhere  else  in  the  world. 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


Atlanta  •  Baltimore  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Houston  •  Los  Angeles  •  New  York  •  San  Francisco 

Australia  •  Brazil  •  Canada  •  Cayman  Islands  •  France  •  Greece  •  Haiti  •  Hong  Kong  •  Indonesia  •  Ireland  •  Italy  •  Jamaica 
Japan  •  Kenya  •  Korea  •  Lebanon  •  Mexico  •  The  Netherlands  •  Panama  •  The  Philippines  •  Poland  •  Singapore  •  Spain 
Sweden  •  Switzerland  •  United  Arab  Emirates  •  United  Kingdom  •  Venezuela  •  West  Germany 
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where  taking  gambles  is  usually  more 
rewarding  than  safe  investments,"  says 
Kieschnick,  who  reckons  rising  oil  and 
gas  prices  could  mean  close  to  a  20% 
aftertax  return  on  each  dollar  that  goes 
into  searching  for  oil  and  gas. 

Simply  put,  with  $3.2  billion  cash 
flow  last  year — it  earned  $  1 .6  billion 
on  $24  billion  revenues — ARCO 
can  finance  much  of  its  huge  capital  bud- 
get internally..  It  has  the  oil  companies' 
problem  of  what  to  spend  the  money  on. 
And,  cognizant  of  Exxon's  troubles  with 
electric  motors  and  information  process- 
ing and  Mobil's  with  retailing,  ARCO  has 


duction  starts  from  its  Kuparuk  River 
field,  just  west  of  Prudhoe.  Production 
from  ARCO's  original  Prudhoe  field 
won't  go  into  decline  until  1986. 

Robert  C.  LeVine  of  E.F.  Hutton  esti- 
mates that  the  bottom-line  contribution 
from  Kuparuk — located  north  of  the  Arc- 
tic Circle  and  thus  exempt  horn  the 
windfall  profits  tax — could  be  over  $200 
million  annually.  And  there's  no  telling 
how  much  ARCO  will  net  from  the  esti- 
mated $  1  billion  a  year  in  added  revenues 
when  its  more  than  8  trillion  cubic  feet 
of  Alaskan  natural  gas  start  flowing  later 
in  the  decade. 


over  $1  billion,  the  product  was  in  o 
supply.  ARCO's  operating  margins  f: 
chemicals  (5%  of  ARCO's  opera 
profits)  have  fallen  steadily  from  13u/i 
1975  to  a  paltry  5%  last  year.  Since  1 
however,  management  has  been  shif 
to  more  profitable  specialty  chemica 
ARCO's  other  problem  is  its  alte 
tive  energy  programs.  Over  the  last 
cade  the  company  has  scrapped  plan 
build  a  nuclear  enrichment  centrif 
and  a  facility  that  would  have  proce; 
100,000  barrels  a  day  from  tar  sands.  1 
year  ARCO  sold  its  60%  interest  ir! 
oil  shale  joint  venture  to  Exxon. 


President  William  F.  Kieschnick  of  Atlantic  Richfield  Co. 

"Taking  gambles  is  more  rewarding  than  safe  investments. 


no  plans  to  move  outside  natural  resourc- 
es. "We  are  sticking  to  what  we  know 
best,"  says  Anderson,  64,  whose  bow  ties, 
ID  bracelet  and  Stetson  hat  will  give  way 
to  Kieschnick's  pinstripes. 

That  means  oil  and  gas  for  the  near 
future,  minerals  for  the  long  term.  It's  a 
strategy  the  company's  emerging  man- 
agement is  committed  to  with  some  rea- 
sonable doubt.  "It's  going  to  take  us  sev- 
eral years  to  find  out  if  we  are  being  too 
aggressive,"  says  Kieschnick.  "If  we 
don't  find  enough  oil  and  gas,  then  we'll 
shift  the  money  toward  minerals,  coal 
and  chemicals."  Adds  Edward  M.  Ben- 
son, ARCO's  vice  chairman:  "The  smart 
oil  companies  are  going  to  know  how 
long  to  continue  to  throw  massive 
amounts  of  money  into  drilling  and 
when  to  stop.  It's  like  the  stock  market. 
You've  got  to  know  when  to  get  out." 

For  now,  at  least,  ARCO  can  boast 
replacing  its  oil  reserves  while  compa- 
nies like  Texaco,  Gulf,  Cities  Service, 
Marathon  and  Amerada  Hess  are  slow- 
ly depleting  theirs.  ARCO  expects  to 
hike  its  275,000-barrel  daily  output 
from  Prudhoe  Bay  by  another  60,000 
barrels  beginning  next  year,  when  pro- 


To  date,  ARCO's  diversified  business- 
es have  given  a  mixed  performance.  Ana- 
conda hasn't  done  badly.  Even  in  one  of 
its  worst  years,  with  copper  prices  de- 
pressed and  a  five-month  miners'  strike, 
Anaconda  earned  $112  million  pretax  in 
1980.  It  earned  $207  million  in  1979. 
Chalk  one  up  for  Anderson's  foresight. 
Last  year  Anaconda  opened  a  $200  mil- 
lion Utah  copper  mine.  This  year  it  will 
open  a  $200  million  molybdenum  mine 
and  begin  construction  on  a  $400  million 
Kentucky  aluminum  facility. 

halk  up  two  more  in  ARCO's  re- 
fining and  marketing.  After  ad- 
mitting in  1970  that  he  was  wrong 
to  take  ARCO  into  nationwide  gasoline 
retailing,  Anderson  reduced  the  outlets 
to  8,000.  The  company  sells  almost  as 
much  now  as  it  did  through  16,000-plus 
stations  in  1973.  ARCO  can  also  process 
as  much  crude  oil — 830,000  barrels  dai- 
ly— in  four  large  refineries  as  Gulf  and 
Mobil  run  in  seven,  thanks  to  Ander- 
son's having  expanded  big  years  ago. 

His  touch  hasn't  been  unfailing.  Com- 
ing off  a  strong  year  in  1974,  ARCO 
rushed  to  expand  in  commodity  chemi- 
cals. But  by  the  time  it  did,  at  a  cost  of 


C 


The  company,  in  short,  appears 
have  cleared  the  decks  for  a  future  ba 
on  oil,  gas  and  minerals,  including  §| 
And  for  a  future  without  Anderson, 
shrewd,  decisive  and  unorthodox  cl 
executive  who  took  it  from  a  scare 
profitable  patchwork  in  the  1960s  t 
$24  billion  (revenues)  company  w 
more  oil  reserves  in  the  U.S.  than  aim 
anybody  but  Exxon. 

When  Kieschnick,  whose  backgroi 
is  in  exploration  and  production 
search,  steps  up  to  chairman,  the  srr 
money  is  betting  on  Ralph  F.  Cox  for 
presidency.  Cox,  48,  has  served  as 
northern  Alaska  district  manager  a 
more  recently,  as  president  of  Anac 
da's  operations.  The  two  dark  horse  c 
didates  are  Robert  E.  Wycoff,  50,  vi 
heads  ARCO's  oil  and  gas  operatic 
and  Lodwrich  M.  Cook,  52,  who  he 
the  company's  chemicals  and  transpoi 
tion  divisions. 

Says  Anderson:  "If  you're  really  a  gc 
general,  the  biggest  part  of  your  job 
finding  commanders  to  carry  on.  T 
company  won't  lose  its  momentum." 
his  prescient  move  into  minerals  fi 
years  ago,  he's  helped  see  to  that.  ■ 
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Ticonomy 
you  can  feel  comfortable  with 
The  diesel  Quicks. 


EPA 

Estimated 
MPG 


Estimated 
Highway 


Estimated 

Driving 

Range 


Estimated  Fuel 
Highway  Tank 
Range  Capacity 


23  34 


455    673  19.8 


The  diesel  Century. 


i  alt! 


EPA 

Estimated 
MPG 


Estimated 
Highway 


Estimated 

Driving 

Range 


Estimated  Fuel 
Highway  Tank 
Range  Capacity 


22  34 


594    918  27 


The  diesel  OeSabre. 


EPA 

Estimated 
MPG 


Estimated 
Highway 


Estimated 

Driving 

Range 


Estimated  Fuel 
Highway  Tank 
Range  Capacity 


20  30 


456     684  22.8 


The  diesel  'Riviera. 


EPA  Estimated    Estimated  Fuel 

Estimated    Estimated     Driving         Highway  Tank 
MPG  Highway      Range         Range  Capacity 


23  34 


455    673  19.8 


The  diesel  Tlegal 


EPA 

Estimated 
MPG 


Estimated 
Highway 


Estimated 

Driving 

Range 


Estimated  Fuel 
Highway  Tank 
Range  Capacity 


21  33 


567    891  27 


The  diesel  Hectra. 


Use  the  estimated  MPG  for  comparisons.  Your  mileage  and  range 
may  differ  depending  on  speed,  distance,  weather.  Actual 
highway  mileage  and  range  lower.  Estimated  driving  and  highway 
range  obtained  by  multiplying  mileage  estimates  by  fuel  tank 
capacity.  Estimates  and  range  lower  in  California.  Buicks  are 
equipped  with  GM-built  engines  supplied  by  various  divisions.  See 
your  Buick  dealer  for  details. 


Wouldn  t  you  really  rather  have  a  Buick? 


MARK  OF  EXCELLENCE 


For  ten  years,  General  Host's  Harris  Ashton 
has  been  selling  off  his  losers.  Now,  with  the 
spinoff  of  Cudahy  meats,  they're  all  gone. 


No  more  excuses 


General  Host  Chairman  Harris  Ashton 
Now  he  must  perform. 


By  Stanley  Ginsberg 

JUDGING  BY  THE  EASE  with  which 
he  smiles,  General  Host  Chairman 
Harris  Ashton  is  happier  than  he's 
been  in  a  long  time.  Now  that  he's  ar- 
ranged the  leveraged  buyout  of  his  $425 
million-a-year  company's  long-troubled 
fresh  meat  business,  the  last  obstacle  to 
decent  earnings  growth  seems  to  have 
disappeared. 

You  remember  General  Host:  When 
would-be  conglomerator  Richard  Pistell 
took  it  over  in  1965,  the  struggling  bak- 
ery chain  was  supposed  to  be  his  imperi- 
al base.  The  closest  Pistell  ever  came  was 
in  1969.  For  one  breathtaking  moment, 
GH  acquired  57%  of  Armour,  a  company 
more  than  10  times  its  size.  By  the  time 
Greyhound  clouted  its  overextended  ri- 
val out  of  the  box,  however,  big-game 
hunter  Pistell  had  gone  on  an  extended 
African  safari. 

fust  one  month  later,  Ashton  became 
chairman.  He  was  a  36-year-old  Park 
Avenue  lawyer  who  had  studied  corpo- 


rate marksmanship  for  three  years  as 
PistelPs  second  in  command.  But  Con- 
necticut-based General  Host  was  hardly 
poised  for  a  kill.  The  Armour  adventure 
left  the  company  with  a  top-heavy  6-to-l 
debt-to-equity  ratio  and  the  potential  of 
massive  common  stock  dilution. 

Still,  blessed  with  the  proceeds  from 
selling  his  Armour  shares  to  Greyhound 
and  $74  million  in  tax  credits,  Ashton 
continued  Pistell's  strategy.  In  1971  he 
bought  Cudahy,  a  moderately  profitable 
meatpacker,  for  $70  million.  Its  cash 
flow  and  assets  may  have  made  General 
Host's  bankers  happy  for  a  while,  but  the 
fix  was  temporary.  Despite  hefty  lever- 
age, the  company  returned  a  meager  12% 
on  equity  in  1973,  its  best  year. 

Cudahy's  ragtag  assortment  of  busi- 
nesses brought  a  passel  of  problems.  In 
addition  to  meat,  its  operations  included 
salt  production,  leather  processing,  ani- 
mal-feed manufacturing  and  mink  ranch- 
ing. General  Host,  meanwhile,  had  its 
own  clutch  of  businesses — from  baked 
goods  to  hotels — and  Ashton  was  soon 


trying  to  manage  20  businesses,  many 
which  were  in  trouble. 

His  solutions  were  simple  and  una 
ginal,  for  cautious  man  that  he  is,  Ashn 
rarely  ventures  off  the  well-beaten  trac 

Ashton's  debt  strategy,  borrow 
from  Reliance  Group's  Saul  Steinbq 
involved  swaps  and  repurchases 
bookable  gains.  Since  1972  such  « 
changes  have  extinguished  better  th 
$65  million  in  General  Host's  long-tei 
debt,  reducing  it  to  its  current  $1 
million.  Even  so,  General  Host  report 
negative  net  earnings  in  three  of  the  1: 
six  years. 

The  company's  annual  reports,  in  fa 
carry  an  almost  regular  section  of  lose 
called  "discontinued  operations."  As 
ton  has  mercilessly  pared  the  compai 
he  and  Pistell  assembled  so  haphazard! 
ridding  it  of  15  businesses  in  all. 

Ashton's  biggest  divestiture  is  t 
agreement  in  principle  to  sell  Cudah 
fresh  meat  operation,  which  lost  $1 
million  last  year  on  over  $400  million 
sales.  Ashton  clearly  copied  Esmark 
that  one.  But  he'd  better  be  careful:  Ge 
eral  Host's  1980  annual  report  alreai 
treats  fresh  meat  like  a  discontinued  c 
eration.  It  took  Esmark  over  a  year 
brainstorming,  pleading  and  cajoling  U 
fore  it  was  able  to  get  rid  of  Swift, 
could  take  General  Host  a  lot  longer  th 
that,  agreement  notwithstanding. 

If  the  deal  does  go,  General  Host  shot 
recover  around  $20  million  of  the  $28 
million  reserve  it  established  to  coO 
losses  associated  with  the  leverag 
buyout,  most  of  which  represents  the  cq 
of  funding  Cudahy's  pension  liabilities 

Obviously  Ashton's  blood  still  quic 
ens  when  he  talks  about  acquisition 
After  all,  that's  where  the  glamour  ai 
the  excitement  are.  Ironically,  Ashtoni 
happy  to  set  aside  his  faddishness — or 
he  claims — when  it  comes  to  the  bui 
nesses  he's  seeking.  "We  want  stea< 
companies  with  a  few  basic  produ 
lines — no  fads,  no  heavy  marketing." 

That  may  be  an  understatement.  W 
ness  Hot  Sam,  a  chain  of  hot  pret2 
shops  located  in  enclosed  malls.  Ashtc 
acquired  it  for  $2  million  in  1973.  In  Ju 
General  Host  bought  Hickory  Farms, 
563-store  cheese  and  sausage  retailer,  f 
$41  million.  In  December  he  added  i 
largest  franchisee  for  another  $13  m 
lion,  which  raised  the  number  of  con 
pany-operated  stores  to  around  20 
Hickory  Farms  has  promise:  It  has  ave 
aged  20%  annual  growth  since  197 
and  last  year  its  $49  million  in  revenu 
generated  operating  income  of  $13 
million. 

Ashton  has  had  his  best  luck  with  tl 
ones  that  got  away:  General  Host  so 
25%  of  National  Convenience  Stores- 
logical  complement  to  its  Li'l  Genei 
chain  of  convenience  stores — to  Ca 
Lindner's  American  Financial  Corp. 
1979  and  netted  a  neat  $5  million  prefc 
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AT  MARRIOTT  HOTELS, 
YOU'RE  WORTH  WAITING  FOR. 


Key  Bridge  Marriott  overlooks  rhe  nation's  capital 


With  an  American  Express  Card 
Assured  Reservation,  there's  a  room 
waiting  even  if  you  arrive  hours  late. 

The  hour's  late.  And  so  are  you. 

But  if  you  made  an  Assured  Reservation," 
be  assured  Marriott  has  kept  a  room  waiting. 
No  matter  how  late  you've  kept  them  waiting 

There  are  more  than  85  Marriott  Hotels 
in  the  U.S.  Each  offers  the  right  location. 
The  right  kind  of  services.  And  all  the  right 
reasons  for  picking  a  hotel. 

To  make  an  Assured  Reservation  at  any 
Marriott,  just  call  toll-free  (800)  228-9290. 

So  make  sure  you  ask  for  an  Assured  Reser-  'Ji  /  /  v^BIS  ^mggjj  ^  Vla  3tSb  qc; 
vation.Th.cn  if  your  room  isn't  available  when  y^JL^  ilWU  -  t  c  J1 

you  arrive,  Marriott  will  pay  for  your  room  at  a  pP^""  reo--f.  ..... 

The  American  Express5  Card.  Don't  leave  home  without  it. 


comparable  hotel,  transportation  there,  and  a 
phone  call.  If  your  plans  change,  call  Marriott 
before  6  p.m.  (their  time)  to  get  a  cancellation 
number  so  you  won't  be  billed. 

Remember,  with  an  American  Express  Card 
Assured  Reservation,  you're  worth  waiting  for? 


Shaping  new  worl 


Lockheed  knows  how. 


The  aircraft  you  see  above— the  SR-71  and  the  L-1011 
TriStar— are  worlds  apart  in  performance,  yet  each  represents 
a  significant  aerodynamic  advance. 

The  SR-71  flies  for  the  Strategic  Air  Command  — higher, 
faster  than  any 
other  aircraft.  Look 
at  the  chines  on  the 
front  of  the  SR-71  at 
the  right.  Without 
them,  most  of  the 
"lift"  would  be  in 
the  rear— and  the 
aircraft  would  dive 
as  it  flew.  With  the  chines,  lift  also  is  spread  across  the 
fuselage,  helping  the  SR-71  to  cruise  over  2000  mph.  The 
SR-71  was  the  first  operational  aircraft  to  use  chines.  Now 
you  find  them  on  advanced  fighters. 

The  Aerodynamic  Fuel  Saver. 

A  unique  aerodynamic  advance  on  the  L-1011  TriStar  is  help- 
ing airlines  save  fuel.  Note  those  long  wings.  They've  been 


lengthened  nine  feet  since  the  L-101 1  first  flew. 

An  exclusive  system  of  computer-driven  Active  Contro 
Ailerons  made  this  possible  without  costly,  time-consumii 
redesign.  Automatically,  they  work  in  flight  to  reduce  wir 
structural  loads,  decrease  drag,  produce  a  smoother 
ride  — and  save  enormous  amounts  of  fuel  over  the  life  of 
each  L-1011. 

In  the  future,  other  jetliners  will  have  Active  Controls, 
after  they  first  appeared  on  the  L-1011. 

The  Aerodynamic  Range  Stretcher. 

The  Navy  told  Lockheed  that  its  newest  fleet  ballistic  mis 
Trident,  must  have  twice  the  range  of  the  earlier  Poseidon 
But  Trident's  overall  physical  dimensions  could  not  be  an' 
larger  than  Poseidon's. 

This  meant  Lockheed  had  to 
give  Trident  a  blunt  nose. 
(Poseidon  had  employed  a  sharp, 
aerodynamically  efficient  nose.) 
This  also  meant  more  aero- 
dynamic drag— and  drag  works 
against  range. 

The  solution:  fool  Mother 
Nature.  Lockheed  engineers 
developed  an  ingenious  tele- 
scoping spike  that  extends  more 
than  four  feet  and  locks  into 
place  at  a  precise  moment  after 
Trident  is  launched. 

Instead  of  flying  through  the 
atmosphere  with  the  blunt  nose 
slamming  into  air,  a  small  d  isc  '  1 


sions  couia  noi  De  an' 


?  front  of  the  aerospike  diverts  airflow  and  creates  the 
,ntn  dynamic  illusion  that  Trident  is  bullet-shaped.  This 
n  i,  along  with  other  advances,  enabled  Lockheed  to  meet 
iWj  Javy's  requirement  of  doubled  range. 

» Airlifter  Afterbody  Champion. 

ters  are  a  special  breed.  To  airdrop  large  equipment, 
,  Ineed  wide  rear  doors  that  create  a  flat,  two-dimensional 
ce.  To  provide  fast,  easy  loading,  their  cargo  decks  must 


1 1st  hug  the  ground  — and  this  means  airlifters  need  a 
y  upswept  fuselage  afterbody  to  let  the  tail  clear  the 
id  on  takeoff,  particularly  short  field  takeoff.  Both  the 
?ar  surface  and  upswept  afterbody  create  aerodynamic 
that  you  do  not  encounter  in  passenger  jetliners, 
is  caused  the  first  great  airlifter,  Lockheed's  C-130 
jles,  to  have  10%  of  its  overall  drag  in  the  afterbody, 
vd  linking  of  structural,  mechanical  and  aerodynamic 
s  enabled  Lockheed  to  reduce  afterbody  drag  on  the 
"id  great  airlifter,  the  C-141  StarLifter,  to  3%.  In  the  third 
airlifter,  the  huge  C-5  Galaxy,  Lockheed  engineers 
led  afterbody  drag  down  to  an  incredible  1%. 


The  Aerodynamic  Lift/Drag  Champion. 

In  aerodynamics,  lift  is  good,  drag  is  bad.  The  more  lift  and 
the  less  drag,  the  more  efficient  the  aircraft.  And  that's  where 
the  U-2  reconnaissance  aircraft  stands  out.  Those  long, 
slender  wings  give  it  the  highest  lift-to-drag  ratio  of  any 
operational  powered  aircraft  in  the  world.  But  there's  even 
more  to  the  U-2's  stellar  record.  The  wings  are  so  successful, 
in  part,  because  they  are  extremely  light  in  weight.  Manu- 
facturing those  feathery  wings  was  as  great  a  triumph  as 
designing  them. 


The  U-2  story  is  far  from  over.  An  advanced  version,  the 
TR-1  recently  entered  production  at  Lockheed. 

What's  next?  Lockheed's  past  and  present  record  says  new 
advances  are  coming,  in  many  forms  of  flight. 


^=^Lockheed 


IS  YOUR 

COMMUNICATIONS 

SYSTEM 

READY  FOR 

THE  INFORMATION 

CENTURY? 


comprehensive  survey  and  examine 
every  option.  The  equipment  we 
recommend  will  be  perfectly  matched) 
the  growing  needs  of  your  business.  ' 

In  high  traffic  environments,  for 
example,  our  System  Century  Infotrari 
digital  branch  exchange  can  handle  p< 
calling  loads  while  maintaining  special 
services  and  advanced  features  for 
every  user  in  the  network. 

Get  your  company  ready  for  the 
Information  Century.  Talk  to  General 
Dynamics  Communications  Company 

Call  toll  free:  800-821-7700  Ext.  33] 

(In  Missouri  call  800-892-7655  Ext.  q 
Or  write  our  headquarters: 
12101  Woodcrest  Executive  Drive 
St.  Louis,  Missouri  63141 

GENERAL  DYNAMICS 


Your  business  is  now  entering  the 
Information  Century  where  voice 
telephone  systems  will  carry  facsimile 
electronic  mail,  real-time  financial 
transactions  and  data  communication}; 
General  Dynamics  Communications  I 
Company  will  help  you  get  ready. 

As  the  nation's  leading  architect 
of  business  telephone  networks  we'v* 
designed  and  installed  responsive, 
forward-looking  systems  for  some  of 
the  lamest  users  We  will  rnnriunt  a 


BLECONFSRE 


Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 

IL    MODULAR  £XPAM>A6 

Br? 


IVSTEM  QIAflf* 


In.  Similar  sales  of  holdings  in  Host 
crnational  and  Ponderosa  System  add- 
another  $3.7  million  pretax. 

Ashton,   though,   the  takeover 
e  can  go  both  ways.  General  Host's 
ck  trades  near  book  value,  and  the 
npany  has  a  tempting  $45  million  in 
h  and  receivables.  Last  summer,  Cla- 
Corp.,  a  $103  million-a-year  mini- 


anc 
or 


conglomerate,  called  off  its  acquisition 
attempt,  but  not  before  accumulating 
24%  of  General  Host's  2.3  million 
shares.  Consider  this,  however:  Ashton 
freely  acknowledges  that  members  of 
Chicago's  Pritzker  family,  whom  he  de- 
scribes as  "good  friends  for  a  long  time," 
have  held  around  7%  of  General  Host 
since  1969.  Thus,  anyone  interested  in 


taking  over  General  Host  may  have  to 
face  a  potential  deterrent — Jay  Pritzker. 

This  may  make  Harris  Ashton  more 
secure  than  he  appears.  But  now  that  he 
has  made  General  Host  the  company  he 
wants  it  to  be,  the  pressure  to  perform  is 
on.  If  General  Host  continues  its  dismal 
record,  stockholders — not  least  of  all  the 
Pritzkers — will  know  who's  at  fault.  ■ 


bmpeting  against  companies  10  times  its 
ze  in  the  red-hot  laser  market,  savvy  Control 
user  wants  only  the  most  profitable  mar- 
}ts — not  the  biggest  and  not  the  newest. 

"We  prefer  to 
follow" 


By  Subrata  N.  Chakravarty 

orty-three  years  after  Albert  Ein- 
stein recognized  the  theoretical 
possibility  of  the  laser,  and  count- 
science  fiction  writers  had  armed 
characters   with   laserlike  "ray 
,"  the  American  scientist  T.H.  Mai- 
actually  invented  one  in  1960,  using 


a  ruby  rod  to  produce  the  laser's  charac- 
teristic beam  of  high-energy,  parallel 
light  waves. 

It  has  taken  another  15  or  20  years  for 
a  viable  commercial  industry  to  emerge. 
So  numerous  are  the  potential  commer- 
cial— and  military — applications  of  la- 
sers, and  so  rapidly  is  the  technology 
evolving,  that  the  business  has  been  un- 


ttrol  Laser's  Lee  McDaniel 

\u  can  blow  a  bloody  fortune  trying  to  guess  what  the  market  is. 


The  Up-And-Comers 


dergoing  a  particularly  brutal  childhood. 
The  Justice  Department  2V2  years  ago 
was  already  filing  an  antitrust  suit 
against  industry  leader,  $135  million- 
sales  (about  one-third  in  lasers)  Spectra- 
Physics  for  its  acquisition  of  Laserplane, 
a  producer  of  laser  and  control  systems 
for  land  leveling.  With  second-ranking, 
$61  million-sales  Coherent,  Inc.  (a  third 
of  sales  in  lasers)  now  experiencing 
sharply  declining  profitability,  the  spot- 
light falls  on  feisty  $13  million-sales 
Control  Laser,  whose  financial  and  mar- 
keting knowhow  have  made  it  a  surpris- 
ingly strong  number  three. 

Control  Laser  has  lately  been  running 
neck  and  neck  with  Spectra-Physics  in 
profitability  with  a  better  than  18%  re- 
turn on  equity  over  the  last  few  years  and 
very  little  debt.  Earnings  have  more  than 
tripled  in  three  years  (admittedly  from  a 
much  lower  base),  while  S-P's  "only" 
doubled.  Now,  thanks  to  another  public 
offering  last  year,  Control  Laser  has 
wiped  out  its  debt  altogether  and  can 
draw  immediately  on  $5  million  in 
cash — and  that's  without  having  to  wor- 
ry about  the  threat  of  a  takeover  with  its 
stock  at  a  price/earnings  ratio  of  35. 

Achieving  that  kind  of  financial  take- 
off position  wasn't  exactly  a  piece  of 
cake  for  Control  Laser  management. 
Christened  Orlando  Research  in  1966  by 
founder  Dr.  William  H.  McMahan,  the 
company  plunged  ever  deeper  into  the 
red  because  McMahan  couldn't  stop  tin- 
kering with  the  product  long  enough  to 
get  something  on  the  market.  In  1969 
McMahan  was  bought  out  by  Michael 
Ivashuk,  who  had  made  a  bundle  in  jet 
engine  components  and  was  investing  in 
every  hot  new  concept  from  automobile 
airbags  to  lasers.  Because  Ivashuk  was 
essentially  a  passive  investor,  however, 
Control  Laser's  engineers  kept  tinkering 
and  the  losses  kept  mounting.  Enter  M. 
Lee  McDaniel,  a  physicist  and  former 
sales  manager  for  Spectra-Physics,  then 
Ivashuk's  partner  in  the  ailing  airbag 
business.  In  1971,  faced  with  mounting 
losses,  Ivashuk  persuaded  McDaniel  to 
try  to  bail  out  Control  Laser.  "My  prede- 
cessors had  never  really  stopped  engi- 
neering and  begun  production,"  McDan- 
iel recalls.  His  first-aid  was  crude  but 
effective.  He  decided  the  product  was 
ready  for  marketing,  and  he  slashed  the 
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OKLAHOMA 


HAS  THE 


RIGHT  COMBINATION 


THESE  COMPANIES 
FOUND  THE 
RIGHT  COMBINATION 

International  Harvester 
Huffy  Bicycle, 
Shaklee,  Goodyear, 
Baker  International,  KOBE, 
U.S.  Steel  and  Franklin  Electric. 
There  are  many  more. 


•  Major  companies  now  locating  in  Oklahoma 
say  they  like  the  winning  combination  of  central 
location,  highly  productive  labor  force,  available 
energy,  outstanding  industry  training  program, 
excellent  business  climate  and  favorable  taxes. 

•  Oklahoma  recently  enacted  legislation  providing 
$250  income  tax  credit  for  each  new  job  created  in 
manufacturing  and  processing. 

•  These  are  but  a  few  reasons  why  Oklahoma 
had  the  third  largest  increase  in  manufacturing 
employment  of  all  50  states  the  past  10  years. 


To  discover  why  these  companies  found  their  RIGHT  COMBINATION  in  Oklahoma, 
write  in  confidence  to:  Director,  Industrial  Division,  Industrial  Development  Department, 
Suite  2  09  ,  P.O.  Box  53424,  State  Capitol  Station,  Oklahoma  City,  OK  73152  (Phone  405-521-2401) 


The  Profitable 
Place  to  Be 


Hie  Lp-And-Comers 


oil  to  less  than  a  third  its  former 
from  22  to  6.  Then  he  cut  his  prices 
prayed.  "We  would  simply  watch  the 
mmerce  Business  Daily  and  sell  by 
ce — price  alone,"  he  says.  "With  little 
no  overhead  we  managed  to  survive  a 
1  year." 

But  it  was  immediately  clear  to  sales- 
m  McDaniel  that  longer-term  survival 
;ant  switching  from  the  narrow  mar- 
t  of  gas/ion  scientific  lasers  to  the  far 
ger  industrial  market  where  powerful 
1-YAG  (neodymium-doped  yttrium- 
lminum-gamet  crystal)  lasers  perform 
ch  standard  machine  tool  functions  as 
tting,  drilling,  trimming,  annealing, 
Iding  and  marking.  But  switching 
m  passing  a  beam  of  light  through  a 
;  medium  to  solid  crystals  made  of  Nd- 
lG,  rubies  or  glass  represented  a  major 
:hnical  leap  for  Control  Laser. 
Then  in  1972,  as  Control  Laser  was 
;t  breaking  even,  McDaniel  got  lucky. 

Oregon-based  machine  tool  com- 
ny,  Electro  Scientific  Industries,  asked 
ntrol  Laser  to  become  the  second  bid- 
\  along  with  New  Jersey's  Holobeam 
a  Nd-YAG  laser  contract.  Control  La- 
engineers  quickly  stripped  down  Ho- 
>eam's  Nd-YAG  and  accepted.  "We  re- 
se-engineered  the  product  because 
Li.  wanted  commonality  and  we  pro- 


gressed from  there,"  says  McDaniel. 
"Progressed"  is  putting  it  mildly.  Pulling 
out  all  the  stops,  McDaniel  scored  an  end 
run  on  the  entire  Nd-YAG  market  by 
consistently  underpricing  Holobeam.  By 
1977  he  had  become  the  largest  producer 
of  industrial  Nd-YAG  lasers. 

But  1977  was  also  the  year  that  Mi- 
chael Ivashuk  sold  his  54%  interest  in 
Control  Laser  to  Robert  van  Roijen, 
chairman  of  Washington,  D.C.'s  Security 
Storage  and  an  investment  manager  and 
venture  capitalist.  If  McDaniel  was  upset 
that  Ivashuk  had  sold  out,  his  fears  were 
soon  allayed  by  the  opportunities  opened 
up  by  van  Roijen's  obvious  financial  sav- 
vy. Why  not  buy  Holobeam  by  selling  off 
the  assets  of  Ivashuk's  old  jet  engine 
components  business,  suggested  van 
Roijen.  Since  Holobeam  made  complete 
laser  systems  (including  the  machines 
that  operate  the  lasers),  a  business  Con- 
trol Laser  wanted  to  get  into,  McDaniel 
was  all  for  it.  Pragmatist  that  he  is, 
McDaniel  knew  he  didn't  have  time  to 
reinvent  the  wheel  in  an  industry  where 
technology  was  moving  as  fast  as  it  was 
in  lasers.  "Start  with  a  structure  that  is 
already  in  existence  if  you  can,  and  build 
on  the  work  that  someone  else  has 
done,"  he  observes. 

Besides,  after  nine  straight  years  of 
losses  totaling  over  $10  million,  Holo- 
beam was  so  desperate  for  cash  that  van 
Roijen  was  able  to  let  McDaniel  run  the 


place  for  three  months  before  Control 
Laser  committed  to  buy  it  for  $1.4  mil- 
lion in  cash.  Not  unexpectedly,  once  in 
charge  of  Holobeam,  McDaniel  did  ex- 
actly what  he  did  when  he  took  over 
Control  Laser  in  1971.  "I  know  this  is 
going  to  sound  funny,"  he  says,  "but 
with  any  given  revenue  base  your  first 
move  is  to  cut  expenses."  So  while  Holo- 
beam operations  were  consolidated  with 
Control  Laser's  down  in  Orlando,  Fla.,  its 
staff  was  cut  from  35  to  8  and  the  prod- 
uct line  from  over  50  to  just  6  machines. 

While  McDaniel  was  taking  care  of 
basics,  van  Roijen  was  smoothing  the 
way  for  Control  Laser  financially  with  a 
skill  few  little  growth  companies  can 
muster.  Projecting  cash  needs  several 
years  ahead,  he  lined  up  credit  with  local 
banks  largely  on  the  strength  of  Security 
Storage's  Washington  bank  relation- 
ships. "Banks  are  always  willing  to  loan 
you  money  as  long  as  you  don't  need  it," 
McDaniel  observes  drily. 

Van  Roijen  did  run  into  trouble  on  a 
proposed  stock '  offering  early  last  year 
when  the  Bureau  of  Radiological  Health 
found  that  Control  Laser  had  not  com- 
pleted required  paperwork  and  delayed 
the  offering  four  months.  That  may  not 
look  like  much  of  a  problem,  given  the 
fact  that  Control  Laser  wound  up  raising 
$7.8  million  on  the  offering  instead  of 
the  $6.2  million  expected  four  months 
earlier.  The  trouble  was  that  an  acquisi- 


SCUDDER 


HIGH  INTEREST 
WITH  NO  STRINGS 
ATTACHED. 


Scudder  Cash  Investment  Trust  is  a 
money  market  fund  providing  high  daily 

interest  without 
tying  up  your 
money.  Com- 
pare these 
advantages: 

No  penalty 
for  withdrawing 
funds  whenever  you  wish.  Stable  price. 
No  commissions.  $1,000  minimum. 
Short-term  maturities.  Withdrawals  by 
telephone,  check  writing,  or  letter.  Free 
exchange  to  other  Scudder  funds.  And 
Scudder  Cash  Investment  Trust  is  backed 
by  over  60  years  of  investment  counsel 
experience. 

Call  toll-free  800-343-2890.  In 
Mass.,  call  collect  (617)  482-3990. 


SCUDDER.  STEVENS  8.  CLARK 
INVESTMENT  COUNSEL 

Scudder  Cash  Investment  Trust 
Scudder  Fund  Distributors  Dept.  #  P2 
175  Federal  Street,  Boston,  MA  02110 

For  more  complete  information,  including 
management  fees  and  expenses,  please 
write  or  call  for  a  free  prospectus.  Read 
it  carefully  before  you  invest  or 
send  money. 
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Address. 
City  


State. 


-Zip_ 
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tion  opportunity  McDanicl  had  been 
waiting  for  for  some  time  suddenly  arose 
while  the  offering  was  in  limbo.  British 
Oxygen  was  offering  to  sell  its  Industrial 
Power  Beams  division,  producers  of  the 
type  of  high-powered  carbon  dioxide  in- 
dustrial lasers  Control  Laser  needed  to 
round  out  its  line.  "It  was  the  opportuni- 
ty of  a  lifetime,"  McDaniel  recalls.  "Had 
our  offering  gone  on  schedule  everything 
would  have  been  very  comfortable." 

But  McDaniel  found  a  way.  First,  he 
put  up  a  deutsche  mark  receivable  as 
collateral  for  a  1  million  Swiss  franc  loan, 
which  at  7.6%  was  far  cheaper  than  the 
U.S.  prime  rate  at  the  time,  17%.  Being 
in  DMs  also  minimized  the  currency 
translation  risk.  Now  able  to  finance  the 
purchase  of  Industrial  Power  Beams, 
however,  he  immediately  ran  into  an- 
other problem:  The  U.K.  hands  out  lucra- 
tive research  grants  but  rarely  to  non- 
British  companies.  Obviously  Control 
Laser  didn't  want  to  cut  Industrial  Power 
Beams  off  from  that  cash  hoard.  So  van 
Roijen  set  up  a  U.K.  corporation,  Control 
Laser  Ltd.,  with  a  capitalization  of 
£50,000.  Then  the  employees  of  IPB 
bought  5,000  shares  of  Control  Laser 
Ltd.,  at  £1  apiece.  An  English  invest- 
ment banking  firm,  Thompson  Clive, 
bought  7,500  shares,  and  five  British 
pension  funds  kicked  in  enough  for  an- 
other 15,000  shares.  Control  Laser  then 
bought  the  remaining  22,500  shares.  So 
while  Control  Laser  wound  up  with  the 
controlling  block  of  stock,  55%  of  the 
company  was  in  fact  in  British  hands.  All 
that  remained  was  for  Control  Laser  to 
loan  Control  Laser  Ltd.  £300,000  (at 
15%),  most  of  it  from  the  Swiss  franc 
loan  (at  7.6% ).  The  pension  funds  kicked 
in  a  loan  of  £100,000  to  come  up  with  the 
£400,000  purchase  price  for  Industrial 
Power  Beams. 

But  van  Roi)en  is  sufficiently  optimis- 
tic about  Industrial  Power  Beams'  future 
that  he  has  arranged  for  ownership  to 
revert  to  Control  Laser  in  three  to  five 
years.  To  do  that  he  gave  British  share- 
holders a  warrant  with  each  share  that 
allows  them  to  tender  Control  Laser  Ltd. 
shares  between  1983  and  1985  for  Con- 
trol Laser  Corp.  shares  at  a  price  of  19. 
Since  the  U.K.  subsidiary's  shares  have 
no  market  except  through  its  U.S.  par- 
ent, the  shares  will  almost  certainly  be 
tendered.  So  van  Roijen  looks  like  he'll 
wind  up  making  a  $1  million  acquisition 
for  slightly  more  than  half  that  in  cash, 
plus  27,500  shares  of  a  treasury  stock — 
less  than  1%  dilution. 

"I've  led  a  sheltered  life,"  says  oper- 
ations man  McDaniel  of  all  these  fancy 
financial  maneuvers.  But  McDaniel  has 
been  moving  equally  skillfully  when  po- 
sitioning Control  Laser  in  its  various 
markets.  He  has  carefully  avoided  fast- 


growing  military  business  for  such  appli- 
cations as  laser  range-finders  because 
there  is  little  money  to  be  made  in  it 
against  the  likes  of  Hughes  Aircraft,  Ray- 
theon and  Martin  Marietta.  The  volume 
end  of  the  commercial  laser  business  to- 
day is  in  small  scanning  lasers  of  the  type 
used  in  supermarket  checkout  lanes  to 
read  the  universal  product  code  mark- 
ings. But  again,  McDaniel  is  not  interest- 
ed. Such  lasers  sell  for  about  $200,  the 
technology  is  simple,  the  competition 
fierce  and  the  margins  low.  What 
McDaniel  has  gone  after  is  the  high- 
powered  lasers  for  industrial  applications 
where  his  equipment  sells  for  anywhere 
from  $4,000  to  $150,000.  Complete  sys- 
tems command  even  higher  price  tags: 
$20,000  to  $400,000.  Here,  tiny  Control 
Laser  is  a  Goliath — the  world's  largest 
supplier  of  "solid  state"  industrial  lasers 
(a  reference  not  to  microprocessors  but 
rather  to  the  solid,  rather  than  gaseous, 


statement,"  says  McDaniel  with  a  g 
But  McDaniel  is  very  careful  to  a\j 
costly  "blue-sky"  research,  perhaps 
cause  he  was  once  a  blue-sky  researc 
at  McDonnell  Aircraft.  "Too  often 
trepreneurs  think  there  must  be  a  pi 
lem  for  the  solution  they've  come 
with,"  says  McDaniel.  "You  have  to 
a  Mississippi  River  gambler  to  do  t 
and  we're  not  that  kind  of  compar 
Instead  Control  Laser  focuses  on  del 
opment  work.  "We're  building  Fc 
not  Maseratis,"  says  van  Roijen.  "Wi 
much  more  interested  in  developin 
product  that  is  very  reliable  and  can 
mass-produced  as  cheaply  as  possibl 
Although  earnings  growth  slov 
some  last  year,  McDaniel  still  pred: 
the  Eighties  will  be  the  decade  of 
laser.  That's  because  lasers  can  genui 
ly  increase  productivity  in  many  ma 
facturing  operations,  especially  o: 
they're  coupled  with  robots  and  mit 


McDaniel  watches  a  new  laser  <»i  the  assembly 
"We're  building  Fords  not  Maseratis." 


medium  through  which  the  light  passes). 
Industrial  Power  Beams  now  gives  Con- 
trol Laser  a  promising  foothold  in  the 
other  important  industrial  laser  market: 
carbon  dioxide  lasers. 

Besides  acquiring  and  turning  around 
two  other  companies,  McDaniel  has 
done  other  things  to  broaden  his  prod- 
uct line  and  extend  his  marketing 
reach.  Since  1977,  for  example,  Control 
Laser  has  had  a  joint  venture  with 
Siemens  AG,  West  Germany's  electric 
giant,  to  market  computer-controlled 
marking  lasers  that  etch  information 
and  logos  into  metal.  Siemens  supplies 
the  computer;  Control  Laser,  the  laser. 
Trading  on  that  experience  McDaniel 
last  month  unveiled  a  new  line  of  in- 
dustrial equipment  with  Control  Laser- 
designed  computer  controllers  as  stan- 
dard equipment.  That's  a  first,  he  ex- 
plains, because  computer  controllers  are 
usually  add-ons.  "We  want  to  transfer 
the  traditionally  high  margins  of  the  com- 
puter manufacturers  to  our  own  P&L 


processors.  "You  can  plug  a  laser  int< 
production  line  and  when  the  nature 
the  job  changes  you  can  reprogram  i 
he  explains.  "You  can  reprogram  i 
size  of  the  part  the  robot  picks 
where  it  takes  it,  how  it  moves  it  i 
der  the  laser  and  what  that  laser  do 
to  it."  McDaniel  predicts  that  Cont 
Laser  will  soon  have  robotic  capacity 
its  own. 

What's  Control  Laser's  seer 
"We're  not  technological  leaders,"  I 
McDaniel  replies.  "We're  a  solid  en 
neefing  house.  Our  strength  is  mail 
in  manufacturing  and  marketing.  1 
have  never  been  first  into  a  market.  1 
prefer  to  follow  demonstrated  mark 
rather  than  trying  to  create  them.  Y 
blow  a  bloody  fortune  trying  to  gue 
what  the  market  is." 

Equally  important  perhaps  is  the  h 
that  for  all  its  high-tech  glamour  a 
high-flying  multiple  of  35,  Control  11 
ser  is  as  lean  and  hungry  a  competii 
as  one  could  wish.  ■ 
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A  lot  of  car  makers 
today  are  trying  to  sell 
you  economy  with  EPA 
figures.  But  at  Volvo,  we 
believe  true  economy  isn't 
more  miles  per  gallon.  It's 
more  years  per  car. 

So  if  you  just  want  to 
buy  less  gas  and  save  a 
little  money,  look  at  EPA 
figures.  But  if  you  like  the 
idea  of  buying  fewer  cars 
and  saving  a  lot,  consider 
Volvo's  figures.  


*Average  life  expectancy 
of  a  Volvo  in  Sweden. 
Driving  conditions  in  the 
United  States  may  differ. 
So  your  Volvo  may  not 
last  as  long.  Then  again, 
it  may  last  longer. 


VOLVO 

A  car  you  can  believe  in. 


Actually,  we  arrived  almost 
20  years  ago,  just  in  time  to  help 
Iberia  launch  its  first  jet  fleet. 

For  nearly  two  decades  now,  Bank  of 
America  has  been  an  important  part  of  the 
Spanish  banking  community. 

It  was  1962  when  we  opened  our  first 
Representative  Office  in  Madrid,  and  Iberia 
Airlines  was  one  of  our  first  customers. 

Later,  we  added  two  affiliate  banks,  and 


over  the  years  we  have  continued  to  serve 
a  wide  range  of  customers  in  Spain. 

Now,  one  of  those  affiliate  banks  has 
become  a  wholly  owned  subsidiary.  Our 
new  name  is  Bank  of  America  S.A.E.  and 
today  you'll  find  us  in  four  key  cities  of 
Spain:  Barcelona,  Bilbao,  and  Valencia, 
as  well  as  Madrid. 

Bank  of  America  S.A.E.  is  also,  of  cours* 
an  integral  part  of  our  global  network  of  o 
fices  in  over  85  countries  around  the  work 


For  peseta  financing,  letters  of  credit, 
>reign  exchange,  Eurocurrency  financing — 
r  just  about  any  other  financial  service  — 
ank  of  America  is  right  where  you  need  us. 

So  whether  you  already  do  business  in 
pain  —  or  simply  want  to  get  some  local 
:>ntacts  and  information  — call  on  Bank  of 
merica.  We're  definitely  not  just  off 
le  plane. 

Bank  of  America  SA.E.  has  four  full  ser- 
\ce  branches  in  Spain:  MADRID,  Capitan 


Haya  1,  Apartado  1168,  Madrid  20,  Spain; 
BARCELONA,  Calle  Bori  y  Fontesta  23, 
Apartado  2188,  Barcelona  21,  Spain; 
BILBAO,  Plaza  de  Arriquibar2y  3,  Bilbao  8, 
Spain;  VALENCIA,  Gran  Via  Marques  del 
Turia  23,  Apartado  658,  Valencia  5,  Spain. 

For  more  information  please  contact 
your  local  Bank  of  America  branch.  


BANKof  AM  ERICA 


Think  what  we  can  do  for  you. 


The  Up-And-Comers 


John  Koss'  mistakes  were  expensive,  his  ideas 
frequently  ill-advised.  But  today  he's  on  top  of 
the  $58  million  U.S.  stereo  headphone  market. 


"I  took 
another  look 
in  the  mirror" 


John  Koss  of  Koss  Corp. 

"If  I  had  to  choose  between  street  smarts  and  sophistication.  .  .  . 


.  .      \  Ik,...  ifflkM; 


By  Lisa  Gross 


Desperation  can  drive  men  to  try 
anything.  It  drove  John  Koss  to 
float  two  large  white  lies.  One  day 
in  1965  he  found  himself  in  Milan,  Italy 
sharing  a  taxi  with  Herman  Scott,  head 
of  one  of  the  then-largest  stereo  receiver 
manufacturers.  "I  knew  how  Herman 
Scott  and  Avery  Fisher  were,"  Koss  re- 
calls. "They  lived  to  compete  with  each 
other,  probably  had  spies  in  each  other's 
shop,  everything.  So  I  took  the  opportu- 
nity to  mention  to  Scott  that  Avery  was 
planning  to  install  headphone  jacks  on 
his  receivers."  Koss  looks  as  innocent  as 
he  undoubtedly  did  that  day  in  the  taxi. 
That  was  his  first  lie.  "Then  I  told  Fisher 


that  Scott  was  going  to  put  the  jacks  in." 
That  was  his  second  lie. 

It  worked  like  a  charm.  Both  Fisher 
and  Scott  rushed  to  install  headphone 
jacks.  That's  why  stereo  receivers  have 
one  or  two  little  holes  on  the  front  la- 
beled "phones."  Without  those  holes, 
Koss'  headphones  had  no  future.  With 
them,  John  Koss  had  a  viable  business. 

Fifteen  years  later,  Koss,  51,  looks 
back  in  disbelief  at  the  stunts  he  pulled 
in  the  early  days.  With  no  formal  educa- 
tion beyond  high  school,  he  shakes  his 
head  in  wonder  that  it  took  him  20  years 
to  learn  the  basics,  nearly  losing  his  com- 
pany twice  in  the  process.  "I  had  the 
most  expensive  education,"  he  says.  "I 
could  own  a  college  with  what  it  cost 


me."  After  turning  in  a  20.8%  return 
equity  last  year  at  $23  million  K 
Corp.,  Koss  can  say  that  with  impuni 

John  Koss,  you  see,  along  with  ford 
partner  Martin  Lange  Jr.,  invented  stei 
headphones  in  1958.  In  fact,  what  sa1! 
them  in  their  early,  not  exactly  sal 
days  was  that  nobody  else  wanted  ai 
thing  to  do  with  a  gadget  as  speciali: 
as  headphones.  If  you  wanted  he 
phones  for  your  phonograph — and  thi 
sands  did — you  bought  Koss'.  Who 
buying  headphones?  Teenagers,  prodi 
by  parents  to  "turn  it  down  or  tun- 
off."  After  all,  it  was  the  era  of  Chi 
Berry,  Buddy  Holly  and  Elvis  Presley. 

For  Koss,  inventing  turned  out  to  be 1 
easy  part.  In  1958,  right  before  the  N 
waukee  high  fidelity  show,  he  persuac 
Lange  to  install  miniature  hi-fi  speak 
in  standard  headphones,  the  type  B 
pilots  and  telephone  operators  used, 
first  effort,  made  in  less  than  an  hd 
looked  like  a  Rube  Goldberg  inventi. 
with  chicken  wire  in  the  earpieces 
red  rubber  tubing  covering  the  headba 
But  it  worked.  Koss  wanted  it  as  a  gj 
mick  to  sell  portable  phonographs. 

As  Koss  tells  it,  "People  would  file  ii 
our  tiny  booth,  listen  to  the  phones,  s 
say,  'Wow,  that's  really  terrific.  How  i 
I  hook  up  these  phones  on  my  unit?' ' 
his  elegantly  cluttered  office,  crowc 
with  two  grandfather  clocks  and  the 
est  in  Koss  audio  equipment,  John  K 
laughs  at  the  memory.  "After  I'd  he| 
that  for  a  couple  of  days,  I  got  the  m 
sage.  They  really  didn't  think  too  mi 
of  our  phonograph.  It  was  an  easy  d« 
sion  to  forget  the  phonograph  and  mi 
phones."  Four  months  later,  Koss 
selling  500  headphones  a  month. 

Unfortunately,  Koss  was  as  nal 
about  business  as  he  was  good  at  prom 
ing  his  product.  He  didn't  know  the  f: 
thing  about  finance.  He'd  started  his  f: 
business,  renting  televisions  to  hospit 
with  a  $200  wedding  gift  from  his  J 
ents  that  was  supposed  to  go  tow 
buying  a  sofa.  In  1953  Milwaukee  ho^ 
tal  rooms  did  not  feature  TV.  "It  wa 
captive  market,"  says  Koss.  "With 
education,  how  else  could  I  becot 
president  besides  starting  my  own  cc 
pany?"  The  TV  rental  business  tau] 
Koss  the  advantages  of  playing  one  cc 
pany  off  another.  "I  did  it  with  Columi 
and  St.  Joseph  hospitals  to  get  my  f 
contract,"  he  says.  By  1958  Koss  hai 
corner  on  the  TV  rental  market,  so 
allowed  Lange  to  convince  him  that 
"had  it  too  good  too  young  and  that 
future  was  in  audio  manufacturi 
which  Lange  wanted  to  get  into  in 
worst  way."  With  $30,000  from  selll 
the  TV  rental  business  he  bought  he 
phone  parts  inventory.  And  he  raised 
initial  headphone  price  from  $19.95 
$24.95  while  still  at  the  hi-fi  show,  wl 
he  realized  he  had  the  only  game 
town.  "I  figured,  not  being  so  smart  ai 
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You  may  be  in  a  position  to  justify  an 
airplane  and  not  even  know  it  ^* 


To  find  out,  take  this 
simple  test. 

1.  Do  you  or  your  people  travel 
several  times  a  month?  Yes  □  No  □ 

2.  Do  you  travel  to,  or  come  home 
to,  destinations  not  well  served  by 
airlines?  Yes  □  No  □ 

3.  Have  you  ever  been  out  of  town 
two  days  and  a  night  for  a  two 
hour  meeting?  Yes  □  No  □ 
4-  Have  you  ever  lost  business 
or  money,  or  both,  because 
your  top  management 
couldn't  be  there,  when 
and  where  they  were 
needed?  Yes  □  No  □ 

5.  Do  you  often  travel 
on  a  moment's  notice? 
Yes  □  No  □ 

6.  Do  your  salesmei 
log  more  time 
on  the  road 
than  in  selling?  Yes  □  No  □ 

If  you  answered  yes  to  any  of 
the  above  questions,  you'll  have  no 
trouble  justifying  a  Beechcraft  com- 
pany airplane.  To  your  accountants. 
Your  board  of  directors.  Or  your  stock 
holders.  Because  a  Beechcraft 
means  more  efficient,  more  pro- 
ductive travel. 


The  Beechcraft  Baron  £55.  A  6-seat  turn 
that  combines  speed,  fuel-efficiency 
and  comfort.  Up  to  239  mph. 


The  Beechcraft  Bonanza  A36TC  can  carry  6  people  at  speeds  up  to  246  mph. 


It  means  one  of  your  most  valu- 
able resources,  good  people,  can  be 
there,  when  and  where  they're 
needed.  And  that's  even  more 
critical  to  small  and  medium 
sized  companies,  with  fewer 
resources,  than  it  is  to  large 
companies. 

Our  free  Management 
Guide  to  Business  Aviation 
shows  that  virtually  any 
size  company  can,  and 
has,  used  a  Beechcraft  to 
increase  profitability  and/or 
productivity.  The  size  of  your 
company  isn't  nearly  as  important  as 
the  size  of  your  ambition.  The  Guide 
lays  it  all  out  in  black  and  white,  net 
dollars  and  capital  recovery.  And  the 
more  you  travel,  the  more  sense  it 
makes. 

Especially  when  your  Beech 
dealer  makes  owning  an  airplane 


so  simple.  He  has  a  unique  plan  for 
managing  many  of  the  details  for 
you.  Maintenance,  scheduling,  up- 
keep, helping  to  find  pilots,  what- 
ever you  need.  So  all  you  get  are 
the  benefits. 

r-  —  —  —  —  —  —  —  —  —  —  —  —  —  —  —  . 

Send  for  your  free  1981  kit. 

//  you  answered 
yes  to  any  of  the  quiz 
questions,  write  us  at 
Beech  Aircraft  Corpo- 
ration, Dept.  KB 
Wichita,  KS  67201.  We'll  send  you  all 
you  need  to  start  thinking.  If  you 
answered  yes  to  all  the  questions,  maybe 
you  should  call  collect.  316-681-7072. 

Ask  for  Dick  Schowalter,  ]r. 
i_  -j 

♦J  Member  General  Avianon  Manufacturers  Association 


Be  there  in  a  Beechcraft. 


llie  Up-And-Comers 


way,  I'm  probably  going  to  make  some 
mistakes  along  the  way,"  he  recalls.  "So 
I'd  better  cover  for  them  in  advance  by 
charging  the  higher  price."  That  was  the 
extent  of  his  initial  capital. 

Koss'  main  task  was  to  talk  receiver 
builders  into  installing  headphone  sock- 
ets. Without  such  sockets  on  receivers, 
Koss'  customers  had  to  install  their  own 
headphones  with  an  adaptor  kit  he  pro- 
vided. That  worked  only  for  people 
handy  with  wires  and  screwdriver,  of 
course,  and  to  survive,  Koss  had  to  ex- 
pand his  market  to  the  nonhandy.  Play- 
ing Scott  off  Fisher  solved  the  problem, 
and  held  off  the  wolves. 

But  John  Koss  began  to  make  the  mis- 
takes he  was  afraid  he'd  make.  Before 
giving  his  headphone  business  enough 
time  to  work  out  the  kinks,  he  went  on  a 
brief  but  bloody  acquisition  binge.  In 
1964,  he  had  spent  $50,000,  borrowed 
from  friends,  to  buy  a  controlling  interest 
in  publicly  held  manual  turntable  manu- 
facturer Rek-O-Kut,  based  in  New  York, 
then  going  through  Chapter  11.  Koss 
never  researched  his  acquisition,  just  as 
he  never  bothered  with  market  research 
in  the  headphone  market.  What  he  over- 
looked was  that  the  manual  turntable 
business  was  going  down  the  tubes,  los- 
ing out  to  automatic  changers.  So  he 


wound  up  taking  Rek-O-Kut  through 
bankruptcy,  which  yielded  an  unexpect- 
ed $500,000  tax  carryforward  that  paid 
Koss  Corp.'s  taxes  for  nearly  five  years. 

Undaunted,  Koss  charged  forward  and 
in  1965  took  over  another  financially 
troubled  company,  Boston  amplifier- 
maker  Acoustech,  for  $200,000  in  cash 
and  notes,  plus  an  initial  cash  infusion  of 
$150,000  for  operating  expenses.  Koss 
got  taken,  once  again.  "Acoustech  had 
great  potential.  All  they  needed  was  a 
little  money  and  everything  would  be 
fine,"  he  deadpans.  "So  they  said,  any- 
way. Almost  sunk  us."  In  the  end  Koss 
.had  to  write  off  $500,000  on  Acoustech. 
This  was  no  small  sum  at  a  time  when 
Koss  Corp.  had  revenues  of  just  over  $1 
million,  and  was  trying  to  expand  into 
Europe.  On  top  of  that,  suddenly  the  Jap- 
anese discovered  the  headphone  busi- 
ness, saddling  Koss  with  his  first  real 
competition.  He  found  himself  up 
against  the  wall. 

This  time,  Koss  decided  to  get  a 
little  education.  In  1967  he  took  a 
crash  course  at  the  Stanford  Grad- 
uate School  of  Business,  sponsored  by 
the  Young  Presidents  Organization. 
What  he  learned  may  seem  a  little  obvi- 
ous, but  corporate  finance  was  not  Koss' 
strong  suit  even  after  almost  ten  years  of 
running  Koss  Corp.  He  discovered  that  a 
quick  way  to  bring  in  growth  capital  was 
to  sell  some  stock.  He  had  merged  pri- 


vate Koss  into  public  Rek-O-Kut  in 
retaining  the  Koss  name,  so  there  h< 
with  a  public  company.  Koss  Corp. 
was  the  former  Rek-O-Kut  stock, 
he'd  never  bothered  to  make  a  p 
offering. 

Armed  with  this  newfound  kr 
edge,  in  November  1967  Koss  Cor) 
fered  100,000  shares  at  $2.75,  bnngi 
$247,000.  The  money  cleared  some 
and  brought  Koss  back  to  30-day  s 
ing  with  suppliers.  "I  also  got  my 
straightened  around  at  the  same  ti, 
Koss  says  ruefully.  "I  shot  the  v 
horse,  got  rid  of  the  white  hat.  I 
another  look  in  the  mirror  and  sa 
myself,  'You're  lucky  you're  still 
and  have  a  business.  Let's  get  rid  t 
that  other  stuff  that's  been  fouling  u 
and  stick  to  headphones,  where  we 
the  market.'  "  So  he  closed  down  Ac 
tech  and  sold  Rek-O-Kut.  Freed  ol 
cash-draining  acquisitions,  Koss  C 
grew  40%  annually  for  the  next 
years.  By  1973,  it  was  earning  ove 
million  on  $1 1  million  sales. 

But  still  the  siren  voices  of  cheaj 
vice  led  Koss  astray.  He  sighs,  lookir 
at  the  ceiling  as  if  seeking  a  reasoi 
his  recurrent  madness.  "By  1973,  I 
listening  to  other  people  say,  'Well, 
know  how  those  entrepreneurs  are. ' 
can  go  so  far,  then  things  collapse.  ' 
don't  want  to  give  up  the  top  spot.  T 
should  really  have  one  of  those  prt 


"HERE'S  SOUTHERN  RAILWAY'S  ANSWER  TO  Tl 


"THE  LONG  AND... 


The  simple  fact  is,  that  the  way  the 
energy  situation  is  today  and,  undoubt 
edly,  will  be  tomorrow,  railroads 
make  more  sense  for  long  hauls 
than  trucks  do. 

Because  railroads  are  a  lot 
more  energy-efficient  than 
trucks. 

But  does  that  mean  trucks 
will  soon  be  a  thing  of  the 
past  for  the  chemical 
industry?  No.  We  think 
trucks  have  a  very 
definite  place  in  the 
future  of  transportation. 

As  long  as  trucks  are 
used  in  the  right  place. 


nal  managers.'  "  Koss  listened,  then 
nt  overboard.  He  brought  in  a  profes- 
nal  manager,  Gerald  Parshalle,  a  for- 
r  executive  vice  president  of  Sunbeam 
rp.  "I  abdicated  instead  of  delegating," 
s  Koss.  "I  put  him  in  an  awkward 
lition.  Parshalle  had  to  operate  the 
1  npany  while  learning  the  audio  busi- 
s  overnight.  And  he  had  to  change  his 
ole  mass  marketing  thinking  to  selec- 
p  marketing." 

oss  himself  found  another  white 
horse  and  white  hat,  moving 
down  the  street  to  save  Milwau- 
■'s  last  remaining  classical  FM  radio 
tion,  sinking  $500,000 — his  own  and 
bank's — into  the  project.  Each  night 
would  drop  by  Koss  Corp.,  trying  to 
ire  out  why,  under  his  much-ac- 
imed  professional  manager,  sales  and 
nings  were  suddenly  plunging.  During 
day  he  fought  to  save  his  radio  sta- 
i  investment,  finally  selling  the  sta- 
l  in  1977  for  what  he  had  put  into  it. 
le  made  it  back  to  Koss  just  in  time  to 
tch  it  from  the  brink.  While  Parshalle 
>  killing  time  reorganizing  Koss,  Ja- 
i-based  Pioneer,  10  times  Koss'  size, 
j  muscling  into  the  headphone  mar- 
.  "We  should've  developed  new  prod- 
s.  It  was  the  wrong  time  to  rest  on  our 
rels,"  muses  Koss.  That's  an  under- 
:ement.  Earnings  were  down  to 
,558  by  1977,  on  $18  million  in  sales, 
r:  leasly  0.3%  return  on  assets. 


He  dumped  the  president,  dumped 
some  old  products,  and  brought  out  such 
new  ones  as  the  HVX  lightweight  phones 
and  stereo  speakers.  With  John  Koss 
back  in  the  driver's  seat,  happily  promot- 
ing his  headphones,  earnings  zoomed  to 
$700,000  in  1978,  over  $1  million  in 
1979,  and  $1.7  million  last  year. 

Today,  Koss  controls  over  40%  of  the 
$58  million  domestic  stereo  headphone 
market  and  is  fighting  hard  to  keep  it, 
borrowing  a  few  ideas  from  the  Japanese, 
his  biggest  competitors.  In  1977  he  insti- 
tuted cash  profit-sharing  for  Koss'  300 
employees,  plus  an  Employee  Stock  Own- 
ership Plan  (ESOP).  Each  quarter,  all  Koss 
employees  file  excitedly  into  the  company 
cafeteria  to  receive  their  profit-sharing 
check  from  John  Koss.  Last  year,  he  hand- 
ed out  $78,000,  or  5%  of  the  company's 
pretax  earnings.  Employees  own  15%  of 
Koss  stock  under  the  ESOP,  and  Koss 
himself  controls  42% .  But  the  most  Japa- 
nese idea  Koss  has  implemented  to  date  is 
his  tenure  policy,  under  which  all  hourly 
workers  with  two  years'  service  are  guar- 
anteed lifetime  employment. 

In  1979  he  hired  President  James  Dod- 
son,  who  has  the  financial  background 
Koss  lacks.  Can  the  company  achieve 
the  15%  minimum  growth  Koss  projects 
through  1986,  and  diversify  into  other 
audio  products  as  well?  After  all,  Japan, 
with  Taiwan,  makes  85%  of  worldwide 
audio  products.  John  Koss  worries  about 


the  Japanese,  but  so  far  his  fears  have 
proved  groundless.  "In  recent  years, 
they've  seen  high  enough  volume  that 
they're  putting  time  and  effort  into  head- 
phones," he  says.  "But  we're  ten  years 
and  10,000  retail  outlets  ahead  of  them," 
Koss  adds  confidently.  The  trick,  of 
course,  is  to  remain  the  low-cost  produc- 
er. And  here,  Koss'  generous  employ- 
ment policies  may  start  paying  off. 

So  John  Koss  is  feeling  secure  these 
days.  His  company  is  turning  in  impres- 
sive results,  surprising  the  analysts.  His 
president  is  minding  the  books  so  Koss 
can  do  what  he  loves  best — sales  promo- 
tion. Koss  Corp.  is  capitalizing  on  his 
talents  by  expanding  the  product  line 
beyond  stereo  headphones  and  high-end 
speakers.  This  summer  Koss  will  intro- 
duce a  pocket-size  portable  stereo 
AM/FM  receiver,  a  la  Sony's  Walkman 
cassette  player,  priced  at  $89.95,  vs 
Sony's  $179.95.  Sony's  includes  ear- 
phones and  a  second  phone  jack,  which 
Koss  hopes  will  be  plugged  by  his  latest 
product,  a  miniheadphone.  Priced  at 
$39.95,  it  puts  his  company  into  the 
broader,  more  lucrative  low-end  audio 
market.  Now  Koss  is  even  talking  about 
branching  into  video. 

Can  he  do  it  all?  "Of  course  we  can," 
Koss  replies.  "If  I  had  to  choose  between 
street  smarts  and  sophistication  in  this 
business,  I'd  choose  the  former.  But  fi- 
nally, we  have  both."  ■ 


ERGY  SHORTAGE  FOR  THE  CHEMICAL  INDUSTRY." 

...THE  SHORT  OF  IT" 


The  right  job  for  trucks  is  the  short 
haul  where  the  railroad  begins  and  ends. 

We  believe  so  much  in  this  concept, 
and  its  important  implications  for  the 
future  of  this  country,  that  we've  set  up  a 
system  to  capitalize  on  our  advantage  for 
long  hauls  and  trucks'  advantage  for 
short  hauls.  We've  made  interchange 
agreements  with  over  180  trucking  firms 
all  over  our  route  to  give  you  dock  to 
dock  service  even  when  your  dock  isn't 
on  our  railroad. 

We  think  the  wave  of  the  future  is  to 
have  each  mode  of  transportation  do 
what  it  does  best. 

We  have  the  energy  for  the  long  haul. 


UTUEUH 


S  CHEMICALS 


THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


■I 


Grime  Fighter. 

Shur-Wipe,  2  Heavy  Duty  wipers  wipe  out 
grease  and  grime  ordinary  wipers  can't  handle. 


Here  is  the  heavy-duty  alternative  to  cloth. 
Absorbent  enough  to  soak  up  oil.  Strong  enough 
to  wipe  up  the  toughest  grime.  Any  dirty  job  that 
calls  for  a  cloth  wiper  calls  for  new  SHUR-WIPE  2 

■,*^***7rv*^*,-.    ■ .  i   Heavy  Duty  wipers. 

These  tough  wipers  are 
t^flm**^.    strong  enough  for  virtually 
™"         i    any  job.  So  you  can  put 

them  to  work,  rinse  them  >■. 
out  and  even  reuse  them. 
Then  throw  them  out  and 
you  eliminate  the  problem 
of  dirty  rags  piling  up. 


You  could  save  money,  too.  Compare  the  cost 
of  SHUR-WIPE  2  Heavy  Duty  wipers  with  your 
current  rag  service.  You  could  see  a  real 
difference. 

Try  SHUR-WIPE  2  Heavy  Duty  wipers  and  see 
for  yourself.  Call  the  Fort  and  ask  for  Lou  Kidd 
to  get  a  free  trial  packet.  Dial  (312)  T-H-E-F-O-R-T. 
Or  write  us  on  your  letterhead.  And  wipe  out  the 
grime  ordinary  wipers  can't. 

Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305 


Call  the  Fort 


Cf»H  ihe  Port  is  a  service  mark  of  Fori  Howard  Paper 


Dial  (312)  T-H-E-F-O-R-T 


Questions,  questions.  Was  the  spurt  of  activity 
t  this  branded  foods  major  a  hurried  reac- 
ion  or  part  of  a  plan?  In  other  words . . . 


Is  Carnation 
discontented? 


By  Michael  Kolbenschlag 

r     ater  this  month  when  H.  Everett 
Olson,  the  silver-haired,  74-year- 
Hp«  old  chairman  and  CEO  of  Carna- 

Bon  Co.  convenes  the  82-year-old  com- 
^ny's  annual  meeting  in  the  cafeteria  of 
3  ice-cream  white  Los  Angeles  head- 
larters,  he'll  have  an  uncharacteristical- 
active  year  to  tell  shareholders  about — 
he  chooses  to  do  so. 
Carnation  in  1980  seemed  to  return  to 
e  form  that  made  it  an  industry  leader 
branded  foods  in  the  days  of  Chairman 
bridge  H.  Stuart,  the  founder's  son  who 
ed  in  1972.  Stuart  publicized  Carnation 
the  "milk  from  contented  cows"  and 
ade  the  company's  Friskies  pet  foods 
arket  leaders  in  the  Fifties  and  Sixties, 
nder  Stuart,  Carnation  introduced  the 
st  instant  milk  and  also  Coffee-mate, 
e  nondairy  creamer,  arid  Instant  Break- 
st  drinks. 

Olson,  a  Chicago-born,  Northwestern 
niversity-educated  accountant  who 
id  been  with  Carnation  since  1931,  he- 
me chairman  in  1971  but  has  actually 
en  running  the  $3.2  billion  (sales)  com- 
y  since  1968.  Until  last  year,  howev- 
new  products  had  become  increasing- 
scarce.  He  gave  security  analysts  so 
tie  to  chew  on  that  many  stopped  fol- 
wing  the  company.  But  he  did  get  into 
>nfood  diversifications.  In  1973  Olson 
id  $32  million  in  stock  for  Indianap- 
is-based  Herff  Jones  Co.,  the  $43.5  mil- 
>n  (sales)  manufacturer  of  Josten's  class 
lgs.  Later  that  year,  when  he  an- 
mnced  that  Carnation  would  buy 
mpte  Industries,  a  Denver-based  man- 
acturer  of  truck  trailers,  Carnation 
ock  tumbled  precipitously  and  the  ac- 
;iisition  was  quietly  scuttled. 
Olson,  say  his  press  spokesmen,  likes 
stand  on  his  record — an  outwardly  at- 
£ctive  one.  Carnation's  1980  sales  and 
rnings  again  hit  record  levels,  the  28th 
nsecutive  year  of  earnings  increases, 
irnings  rose  12.1%,  to  $155  million,  or 
15  a  share  on  a  14.5%  gain  in  sales. 


Record  earnings  of  $4.60  are  in  sight  for 
1981,  say  analysts  like  William  Maquire 
of  Merrill  Lynch. 

But  that  performance  seemed  to  be 
based  more  on  a  successful  past  than  a 
confident  future.  Olson  raised  margins 
by  steadily  hiking  prices  of  older  lines 
that  were  in  decline — Slen-  ^  twV','1vt 
der  Diet  food  prod- 
ucts, for  example, 
that  are  now  out  of 
fashion  with  nutri- 
tionists; even  con- 
densed milk.  Carna- 
tion began  with  con- 
densed milk,  inJ|< 
Kent,  Wash,  inl 
1 899,  selling  the  non- 
spoilable  product  to  prospectors  heading 
north  to  the  Yukon  gold  rush.  In  recent 
years,  as  unit  volume  has  declined  5%  to 
6%  a  year,  Carnation  has  raised  the  price 
8%  to  10%  a  year.  Olson  even  cut  the 
advertising  budget  from  1977  to  1979. 

Ail  this  mystified  analysts  and  the  in- 
stitutions. Carnation's  price/earnings  ra- 
tio was  30  in  1972  but  is  trailing  the 
industry  average  at  6  today. 

"Carnation's  hallmark  had  always 
been  product  development,"  explains 
Lawrence  Adelman,  vice  president  of 
Dean  Witter  Reynolds.  "But  in  recent 
years  new  product  flow  came  to  a  stand- 
still, and  the  payout  ratio  was  increased 
so  much  that  it  seemed  they  didn't  have 
investment  opportunities.  They  began  to 
maximize  short-term  earnings,  almost 
saying  'Please  take  us  over.'  " 

Olson  raised  Carnation's  dividend 
from  44  cents  a  share,  26%  of  earnings  in 
1973,  to  $1.66,  40%  of  earnings  last  year. 
He  had  one  major  shareholder  to  satisfy 
with  those  dividends,  the  E.A.  Stuart 
Co.,  which  owned  44%  of  Carnation's  37 
million  shares.  This  holding  company  is 
the  repository  of  Stuart  family  trusts, 
stock-owning  charities  and  foundations. 
Its  role  may  have  been  central  to  the 
disappointments  of  Olson's  tenure.  Did 
E.A.  Stuart  demand  those  increased  divi- 


dends, even  at  the  cost  of  reduced  spend- 
ing for  product  development? 

Olson  isn't  talking  but  it  seems  plausi- 
ble in  light  of  his  apparent  sudden  ac- 
tions in  1980.  He  began  the  year  by  win- 
ning a  vote  of  E.A.  Stuart  Co.'s  trustees 
to  dissolve  the  holding  company,  distrib- 
uting the  Carnation  stock  among  the 
trust  holders.  Family  members  agreed  to 
sell  no  more  than  9%  of  their  Carnation 
stock  per  year  over  the  next  ten  years. 
Olson  at  the  same  time  moved  the  com- 
pany's listing  from  the  American  Stock 
Exchange  to  the  New  York  Stock  Ex- 
change and  pledged  that  Carnation 
would  initiate  a  program  of  repurchasing 
up  to  1  million  of  its  own  shares,  partial- 
ly offsetting  the  overhang  of  family  stock 
that  is  likely  to  come  to  the  market. 

Once  the  Stuart  Co.  was  dissolved,  Ol- 
son commenced  a  new  product  barrage 
that  would  have  done  Elbridge  Stuart 
proud:  a  new  cat  food  called  Fish  Ahoy,  a 
dog  food  called  Come  'N  Get  It,  a  chil- 
drens'  cocoa  named  Marshal  Mallow  and 
a  new  line  of  frozen  french  fries.  Milk 
and  ice  cream  facilities  were  expanded  in 
Seattle  in  hopes  of  recapturing  market 
share  and  expansion  began  at  the  Fuller- 
ton,  Calif.  Favorite  Foods  Yogurt  plant  in 
what  is  regarded  as  a 
prelude  to  a  major 
thrust  in  yogurt. 

Why  the  sudden 
rewakening?  Rumors 
last  year  that  Switzer- 
land-based food  giant 
Nestle' S.  A.  was  eyeing 
Carnation  withered  with  no 
visible  action.  None  of  the  Stuart 
family  is  talking,  not  even  Dwight 
Stuart,  the  56-year-old  son  of  El- 
bridge who  is  now  president  and  due  to 
become  CEO  when  Olson  retires  in  a 
year  or  two.  Perhaps  he  and  Olson  will 
speak  to  such  questions  at  the  Apr.  22 
annual  meeting. 

Meanwhile,  Carnation  has  ground  to 
recover  in  its  basic  business.  In  dairy — 
46%  of  sales — Carnation  has  no  premium 
yogurt — a  growing,  high-margined  $600 
million  market.  In  pet  foods — 20%  of 
sales — Carnation  is  an  also-ran  to  market 
leaders  Ralston  Purina,  Liggett  Group  and 
Heinz.  In  grocery  products  Coffee-mate  is 
hard  pressed  by  private  labels.  And  in 
instant  breakfast  drinks  Carnation  re- 
mains number  one  but  consumers  are 
switching  to  breakfast  bars  where  Gener- 
al Mills  outsells  Carnation  three  to  one. 

But  in  a  company  with  a  strong  brand 
name  like  Carnation,  things  can  turn 
around  fast.  The  stock  market  took  Car- 
nation to  29lA  recently,  near  its  high  for 
the  last  two  years. 

H.  Everett  Olson  clearly  is  approaching 
the  close  of  a  long  career  at  Carnation.  It 
would  be  interesting  to  hear  his  account 
of  recent  years,  but  Olson's  not  much  of 
a  talker.  Which  is  probably  why  people 
tend  to  question  whether  he's  a  doer.  ■ 
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If  anyone  can  bankroll  a  winning  retailer  in 
the  home  video  war  to  come,  it's  cash-rich 
Jack  Eckerd  Corp.  of  drugstore  fame. 


Tuning  in 


By  Thomas  Jaffe 


EVERY  COMPANY  SHOULD  HAVE  A 
problem  like  SI. 7  billion  (estimat- 
ed 1981  sales)  Jack  Eckerd  Corp.  of 
Clearwater,  Fla.  The  second-largest  drug- 
store operator  in  the  U.S.  behind  Revco 
D.S.  Inc.,  this  1,1 16-strong  chain  will  net 
around  $78  million  by  the  close  of  its 
fiscal  year  in  July.  That's  a  4.4%  profit 
margin,  the  best  in  the  business.  Eckerd 
has  been  the  drugstore  profit  leader  for 
over  a  decade,  of  course.  But  Jack  Eck- 
erd— also  in  department 
stores,  which  accounts  for 
less  than  10%  of  sales  and 
earnings — hasn't  seemed 
to  figure  out  what  to  do 
with  all  the  cash  that  drug 
business  throws  off.  Last 
year,  $76  million  was  left 
over;  in  1979,  $80  mil- 
lion— 2'/2  times  the 
amount  left  in  the  till  as 
recently  as  1975.  With 
Eckerd  common  trading 
at  1 1  times  earnings,  that 
could  get  downright  dan- 
gerous if  it  keeps  up. 

To  handle  its  riches,  the 
company  has  been  adding 
an  average  of  10%  more 
stores  a  year  to  its  drug  chain  (90%  are 
located  in  seven  Sunbelt  states).  It  has 
also  been  building  distribution  centers. 
Meanwhile,  unable  to  find  other  fast- 
growing  specialty  retailers  to  acquire,  it 
has  plunked  whatever  it  couldn't  spend 
into  money  market  instruments  and  col- 
lected hefty  interest  payments.  But  by 
1979  Eckerd  already  was  predicting  more 
"modest"  15%  annual  earnings  increases 
for  itself  in  the  early  Eighties — down 
from  the  better-than-18%  rate  it  enjoyed 
during  the  Seventies. 

That  very  year  it  came  close  to  buying 
Brooks  Fashion  Stores,  then  a  $114  mil- 
lion junior  women's  apparel  chain.  But 
the  deal  fell  through  and  the  company 
kept  on  looking.  "We  haven't  exactly 


been  hipshooters  in  the  acquisitions 
game,"  admits  Stewart  Turley,  the  tall, 
dapper  46-year-old  chairman  and  presi- 
dent who  took  over  from  the  Jack  Eckerd 
in  1974  when  the  entrepreneur  unsuc- 
cessfully ran  for  the  U.S.  Senate. 

Now  Stewart  Turley  has  finally  taken 
the  six-shooter  out  of  his  holster.  Last 
month  Eckerd  agreed  to  acquire  Ameri- 
can Home  Video  Corp.,  a  privately  held 
Englewood,  Colo. -based  retailer  of  home 
video  equipment  and  programming,  for 
about  $80  million  in  stock.  Founded  in 


Stewart  Turley  of  lack  Eckerd  Coip 
The  six-shooter  comes  out  of  the  holster. 


1978,  AHVC  is  the  only  large  specialty 
chain  of  its  kind  in  the  U.S.,  operating  61 
stores  in  regional  malls  in  22  states.  Its 
locations  range  from  Ogden,  Utah  and 
Rockford,  111.  to  Houston  and  Philadel- 
phia. If  Turley  was  hunting  for  a  growth 
market,  he  certainly  found  a  doozy.  In 
1980  total  home-video-related  sales  were 
estimated  at  nearly  $3  billion;  by  1985, 
this  could  triple.  One  indication  of  how 
big  the  bets  are  that  this  business  will 
take  off:  In  March  RCA  launched  its 
video  player  and  discs  armed  with  a  $20 
million-plus  promotion  budget. 

Eckerd  had  been  in  contact  with 
AHVC,  but  when  Stew  Turley  found  out 
L.F.  Rothschild,  Unterberg,  Towbin  was 
preparing  to  underwrite  a  $25  million 


offering  at  an  estimated  $10  a  share 
ing  AHVC  public,  he  quickly  arrang* 
meeting  with  its  management,  an 
deal  was  struck  in  ten  days.  "I  guess 
could  say  we  kind  of  intercepted  the; 
chuckles  Turley,  a  former  plant  manj 
at  Crown  Cork  &.  Seal  Co.  who  has  b 
with  Eckerd  since  1967. 

Exactly  what  is  Jack  Eckerd  gettinj 
AHVC?  Last  year  the  company  br| 
even  on  around  $21  million  in  sales, 
its  61  stores,  59  were  opened  in  1 
alone — many  just  in  time  for  the 
Christmas  season.  In  1981  as  many  aj 
more  may  open.  (Much  of  the  proce 
from  the  public  offering  would  have 
nanced  this  expansion.)  It  seems  to  t 
these  3,500-square-foot  stores  about  n 
months  to  get  running  smoothly,  a 
which  they  generate  between  $1  mill 
and  $2  million  in  sales  a  year.  The  He 
ton  outlet,  opened  in  1978,  already 
doing  that  well. 

Arrayed  against  AHVC  is  the  fami, 
competition  of  department  stores,  e. 
tronics  shops,  discounters  and  the  thi 
that  other  retailers  may  start  their  o 
home  video  chains.  There  is  bound  tc 
sharp  price-cutting  between  competit 
manufacturers  of  video  players,  dis 
wide  TV  screens  and  the  like — an 
game  in  consumer  electronics.  It's 
ready  happened  in  the  $850  million  \ 
eo  cassette  recorder  market,  and  a  shaj 
out  is  taking  place  amfl 
those  retailing  the  pr 
ucts.  Turley  freely 
knowledges  that  si 
risks  exist  but  is  bett 
on  the  fact  that  AHVC 
ready  has  market  posit; 
and  that  its  personnel 
trained  to  make  the  -| 
phisticated"  sale;  a  a 
vice,  says  he,  that  custo 
ers  will  appreciate  as  tfl 
are  forced  to  navig, 
their  dollars  through; 
welter  of  unfamiliar  hij 
ticket  items  in  a  bran 
new  technology. 

From  American  Hoi 
Video's  point  of  view,  I 


ing  taken  on  by  a  successful  rich  retaL 
like  Jack  Eckerd  is  perfect.  Like  ai 
startup  operation  trying  to  expand 
quickly  as  possible,  AHVC  has  been  di 
perate  for  capital.  Since  late  1979,  V 
principals  from  a  Colorado  oil-  and  g, 
drilling  company  have  invested  some 
million  in  return  for  stock.  Then  in 
private  placement  last  October  the  ve 
ture  capital  arms  of  Continental  Illino 
and  Citicorp  anted  up  $2  million  apiei 
once  again  taking  stock.  And  just  n 
months  ago  there  was  another  s.d 
placement  for  $2  million,  with  Com 
nental  Illinois  investing  $600,000  moil 
Naturally  these  newer  shareholdfl 
were  all  for  Eckerd's  offer.  Instead 
diluting  the  value  of  AHVC's  nearly  11 


96 


FORBES,  APRIL  1,?,  1 


sc. 
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Pitney  Bowes  offers  a  dependable  line  of  convenience  office  copiers.  From  economy 
desk-top  models  for  even  the  smallest  business,  to  full-feature  consoles  for  the  biggest 
business.  And  we  stand  behind  them  with  our  own  nationwide  sales  and  service 
organization.  For  a  free  demonstration  of  any  Pitney  Bowes  copier,  just  call  us  today. 

aWlb 


=p  Pitney  Bowes  Copiers 


For  more  information,  call  toll  free  anytime  (except  Alaska  or  Hawaii)  800-621-5199  (in  Illinois  800-972-5855)  Over  600  sales  and  service  points  throughout 
the  U  S.  and  Canada.  Postage  Meters,  Copiers,  Mailing,  Dictating,  Labeling,  Price  Marking  and  Word  Processing  Systems,  Business  Forms  and  Office  Supplies. 


million  shares  even  further  through  a 
public  offering,  these  big  stockholders 
are  letting  Eckerd  buy  them  out  for  the 
equivalent  of  around  $6  a  share.  Each 
AHVC  share  will  convert  to  \  7Vi%  of  an 
Eckerd  share,  recently  selling  at  34'/8,  or 
twice  book  value.  The  rub  is  that,  while 
funding  AHVC's  growth  will  indeed  soak 
up  some  of  Jack  Eckerd's  excess  cash,  the 
acquisition  will  dilute  Eckerd's  earnings. 
Anxious  to  avoid  paying  a  big  capital 
gains  tax  on  the  transaction,  AHVC 


By  Jonathan  Greenberg 

A group  of  well-suited  corporate 
executives  stands  huddled  around 
a  video  screen  in  a  Times  Square 
arcade.  Mesmerized,  grown  men  watch 
as  a  dozen  red  missiles  fall  from  the  top 
of  the  machine,  only  to  have  their 
progress  disrupted  by  a  swift  series  of 
colorful  explosions.  The  spectators  con- 
gratulate their  colleague  on  a  good  round, 


shareholders  understandably  won't  take 
cash.  So  Eckerd  must  issue  2.2  million 
new  shares,  close  to  a  10%  increase  in  its 
present  float. 

According  to  Walter  Loeb,  retailing  an- 
alyst.for  Morgan  Stanley  &.  Co.,  in  fiscal 
1981  this  dilution  should  cut  earnings  by 
around  9%,  to  some  $3  a  share;  in  1982 
hold  them  down  5%,  to  $3.60  or  so.  Not 
until  1983  could  AHVC  add  even  10 
cents  to  the  $4.45  Eckerd  may  net  by 
then.  As  it  probably  would  net  that  extra 


secretly  wishing  that  he'd  missed  and 
had  his  bases  destroyed  in  a  thermonu- 
clear attack.  Lunch  hour  is  almost  over, 
no  one  has  beaten  the  sinister  computer, 
and  addiction  to  Missile  Command 
makes  an  afternoon  at  the  office  without 
one  last  game  seem  unbearable.  The 
stakes  have  risen  since  the  pinball  days 
of  yesteryear.  Electronic  video  games  are 
serious  business. 
Electronic  video  games  are  also  big 


dime  just  by  sticking  to  drugstores,  is  t 
entry  into  home  video  really  worth  it? 

"Some  feel  the  purer  we  are  the  bet 
we'll  be,"  says  Turley,  "but  I  wa 
growth,  and  the  home  video  industry 
only  emerging — unlike,  say,  drugstc 
chains.  It's  also  possible  we  may  diver 
fy  again,  though  I  wouldn't  anticipj 
that  anytime  soon.  We're  going  to  p: 
ceed  conservatively.  But  when  they  lo 
at  AHVC  a  lot  of  people  may  think  I 
saying  that  tongue-in-cheek."  ■ 


business.  Since  1977  sales  of  coin-oper. 
ed  games  in  the  U.S.  have  grown  frc 
next  to  nothing  to  over  $500  milli 
annually.  At  25  cents  a  round,  custom* 
feed  the  machines  at  least  $1  billion 
airports,  movie  lobbies  and  newsstan 
nationwide.  Revenues  of  the  nine-ye 
old  home  game  industry,  meanwhile,  1 
$350  million  last  year. 

The  leading  beneficiary  of  this  add 
tion  is  Warner  Communications,  whi 
owns  video  game  market  leader  Atari, 
the  past  year,  fueled  largely  by  Ata 
Warner's  stock  has  shot  up  by  65%  a 
the  company  is  a  Wall  Street  favori 
Competitors  include  Gulf  &.  Weste 
(which  owns  the  Japanese  compa 
Sega),  Bally  Manufacturing  and  Williai 
Electronics  (a  spinoff  of  Xcor)  and 
small,  Florida-based  firm  called  Centu 
Some  of  these  firms  have  roots  in  t 
pinball  business — often  an  unsavory  s 
tivity — but  their  current  growth  excit 
investors. 

Shortly  before  electronic  games  toi 
off  in  the  U.S.,  however,  a  similar  mi 
ness  struck  Japan.  Some  40  compani 
scrambled  to  build  hundreds  of  the 
sands  of  coin-operated  video  machin 
to  compete  with  Taito  Corp.'s  red-b 
Space  Invaders.  Permissive  patent  la' 
allowed  widespread  conceptual  theft,  a 
by  last  year  the  market  was  saturated. 

Formerly,  Japanese  companies  we 
content  to  license  their  products  to  U 
manufacturers.  Why  export  when  d 
mestic  demand  was  strong?  But  nc 
things  have  changed:  Space  Invaders'  c 
lestial  threat  is  old  hat.  American  gar 
manufacturers  must  take  on  the  big 
tech  invaders  from  Japan. 

"I  have  never  taken  the  Japane 
threat  lightly,"  jokes  Raymond  Kass. 
Atari's  53-year-old  CEO.  Kassar  can 
ford  such  humor.  Warner  picked 
Atari,  the  first  U.S.  coin-op  video  man 
facturer,  for  $28  million  in  1976.  At  th 
time  Atari  had  sales  of  $40  million  ai 
an  anticipated  annual  growth  rate 
20% .  By  1980  Atari  emerged  as  Wame 
flagship  for  the  future.  On  sales  of  abo 
$435  million,  pretax  earnings  hit  $' 
million — 29%  of  its  parent's  operati 
income.  Kassar  projects  Atari  will  ea 
$120  million  this  year  on  sales  of  ov 
$600  million. 

Atari  is  the  only  U.S.  manufacturer 


The  lure  of  the  game 
Nuclear  missiles  for  lunch. 


Move  over  Asteroids  and  Defenders,  the  next 
adversary  in  the  electronic  video  game  wars 
may  be  even  tougher  to  beat. 


Japanese 
invaders 
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BARCLAYS  BANK  HELPS 
BERGER  LAUNCH 
NEW  PAINTS  IN  AUSTRALIA 

Berger  chemists  in  Sydney  have  recently  developed  a  range  of  new  special- 
purpose  paints  -  including  one  that  protects  outboard  motors  from  corrosion. 
Research  and  development  costs  are  high  and,  as  we  have  done  in  other  countries, 
Barclays  helped  Berger  with  their  new  product  programmes  in  Australia. 

Barclays  and  Berger  have  a  lot  in  common.  Berger  with  its  parent  company, 
Hoechst,  is  a  world-spanning  organisation.  And  we  have  our  own  people  in  75 
countries  spanning  five  continents.  So  Berger  can  always  talk  direct  to  a  Barclays 
office  in  the  worlds  major  financial  and  commercial  centres  -  as  can  all  our 
customers.  We  provide  fast,  effective  financial  services  of  every  kind  wherever 
they  are  needed. 


Ask  Barclays  first  for  information  about  international  markets  and  trading 
opportunities.  We  help  most  of  the  world's  successful  companies.  Somewhere 
there  is  a  market  where  we  can  help  you. 


Barclays  Bank  has  over  120  branches  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

Vice  President, Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue, New  York,N.Y.  10166.  Telephone  (212)  687  8030. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90010.  Telephone  (213)  385  1501. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8099. 
Barclays  Canada  Limited,  Suite  3505, Commerce  Court  West, Toronto, Ontario  M5L  lG2. Telephone  (416)  862  0594. 

For  asset  based  financial  services  including  factoring  and  leasing  contact: 

Executive  Vice  President,  BarclaysAmerican/ Commercial,  201  S.  Tryon  Street,  Charlotte,  North  Carolina  28231.  Telephone  (704)  372  8700. 


Start  saving 
money...  stop,  playing 
in  our  business. 


You  may  be  a  giant  in  your  business,  but  if 
you're  playing  in  ours,  you  may  be  losing 
a  chance  to  score  valuable  points.  We're  PHH 
Group,  and  the  companies  on  our  team  are 
pros  at  providing  specialized,  cost-saving  ser- 
vices. The  kind  of  services  that  let  you  get 
back  to  the  game  you  know  best. 

Our  team  members  can  manage  your  em- 
ployee relocations,  provide  car  and  truck  fleet 
management,  monitor  diesel  fuel  and  related 
truck  and  equipment  purchases,  and  provide 
maintenance  control  for  your  centrally  garaged 
vehicles.  We're  tall  enough  to  reach  the  bot- 
tom line  of  some  of  America's  most  prestigious 
corporations.  Here  are  some  of  the  ways  in 
which  we  can  save  money  for  you. 

PERSONNEL  RELOCATION 

Our  Homequity  company  is  the  nation's  lead- 
ing authority  on  executive  relocation,  helping 
more  than  300  corporate  clients  relocate  over 
25,000  of  their  employee  families  yearly  to 
all  parts  of  the  country.  Homequity  will  buy  your 
transferring  employees'  homes  at  their  full 
market  value,  find  new  homes,  and  manage  the 
movement  of  their  household  goods.  These 
and  other  Homequity  services  translate  into 
greater  convenience  for  the  moving  family 
and  an  improved  bottom  line  for  companies  now 
handling  their  own  employee  transfers  and 
relocations. 

FLEET  MANAGEMENT  SERVICES 

Peterson,  Howell  &  Heather  offers  corporate 
clients  a  wide  range  of  vehicle  management 
and  cost-control  programs.  We  will  manage  your 


vehicle  fleets  for  you,  supervise  their  mainte- 
nance, and  continually  audit  their  cost  efficiency 
to  save  you  every  possible  dollar.  More  than 
180,000  vehicles-cars,  trucks,  and  specialty 
equipment-are  now  under  management, 
making  us  the  largest  company  of  our  kind  in 
the  world. 

FUEL  PURCHASE  PROGRAMS 

If  you  need  to  purchase  diesel  fuel  for  your 
over-the-road  trucks,  our  National  Truckers 
Service  can  do  it.  NTS  will  ease  your  paper- 
work, solve  your  fuel  tax  problems,  and  relieve 
your  operational  headaches.  Disciplined 
purchasing  practices  and  detailed  documen- 
tation are  parts  of  a  program  that  gives  you 
better  control. 

MAINTENANCE  REPORTING  SYSTEMS. 

Our  Mainstem  company  specializes  in  identify- 
ing and  controlling  the  maintenance  costs 
associated  with  centrally  garaged  vehicles  and 
equipment.  Working  with  Mainstem's  expe- 
rienced fleet  advisors  and  extensive  computer 
systems,  municipal,  corporate,  and  utility 
fleet  operators  now  monitor  and  schedule  the 
maintenance  and  replacement  of  more  than 
200,000  pieces  of  equipment. 

Instead  of  playing  in  our  business,  call  us.  We'll 
show  you  how  you  can  concentrate  on  what  you 
do  best,  and  save  a  lot  of  money  by  letting 
us  do  for  you  what  we  do  best.  For  a  copy  of  our 
Company  book,  call  (301)  667-4000.  Or  write 
PHH  Group,  Inc.,  Corporate  Communications 
Dept.  FB4, 11333  McCormick  Road,  Hunt  Valley, 
Maryland  21031. 


GROUP 

WE  HELP  COMPANIES  MIND 
THEIR  OWN  BUSINESS 


Games  addicts  play 


You  drop  a  quarter  into  the  slot  and  instinctively  rest  one  finger  on  the  fire 
button,  another  on  the  thrust  activator  and  two  more  on  the  directional 
controls.  The  6-foot  machine  silently  comes  to  life  and  you're  ready  for 
it.  You're  in  command.  The  computer  in  the  electronic  video  game  known  as 
Asteroids  is  going  to  do  everything  in  its  power  to  destroy  your  ship,  and  you're 
going  to  use  your  mortal  skills  to  decimate  everything  it  throws  at  you. 

Four  large  asteroids,  each  an  inch  in  diameter,  float  across  the  screen.  Your 
ship  is  tiny  but  packs  a  mighty  punch.  Lining  one  up,  you  press  the  fire 
button — sending  a  line  of  white  dots  into  an  oncoming  asteroid.  It  explodes, 
breaking  into  two  medium-size  asteroids.  Your  follow-up  blasts  break  each  of 
these,  which  also  explode  into  two  smaller  fragments.  Before  you  know  it  there 
are  dozens  of  asteroids  flying  in  all  directions.  With  the  thrust  button,  you 
maneuver  away  from  them.  But  just  when  you  begin  to  wipe  most  of  the 
asteroids  off  the  screen,  terror  strikes:  An  enemy  ship  appears.  It  attacks,  with 
a  computerized  homing  aim.  In  a  scramble  to  evade,  you  accidentally  run  into 
an  asteroid.  The  game,  which  takes  about  five  minutes  to  play,  is  soon  over. 
You  fumble  frantically  for  another  quarter. 

This  scene  is  repeated  millions  of  times  each  day  in  arcades  and  shops  across 
America.  If  the  game  isn't  Asteroids,  it's  Berzerk,  or  Defender  or  Pac-Man.  If  a 
machine  catches  on,  it  spawns  addicts.  Fans  of  all  ages  play  regularly,  often  for 
months,  to  master  a  particular  game.  Preproduction  models  go  into  test 
markets  to  gauge  popularity.  One  sure  sign  of  a  winner  is  a  game's  difficulty. 
Location  owners  look  for  "fast  quarter"  models  that  can  defeat  novices  in  less 
than  two  minutes. 

"A  hot  video  game  brings  in  2  or  3  times  what  a  hot  pinball  machine  makes," 
says  Steven  Epstein,  owner  of  New  York's  Broadway  Arcade.  His  60  video 
machines  grossed  nearly  $500,000  last  year.  "I've  got  limos  in  front  and 
neighborhood  kids  here  at  the  same  time." 

An  expert  on  coin-op  machines,  Epstein  buys  his  units  outright  and  judges 
their  popularity  according  to  resale  value.  "I  just  sold  an  Asteroids  for  $1,600;  I 
paid  $2,000  for  it  a  year  ago  and  have  made  $10,000  with  it  since  then,"  he 
explains.  "Depreciation  is  negligible."  Fpstein  currently  likes  Williams'  De- 
fenders and  Stem's  Berzerk.  But  he  complains  that  some  games,  such  as  Atari's 
unsuccessful  Battlezone,  have  a  life  span  as  short  as  two  months. 

Coin-op  manufacturers,  of  course,  are  all  too  aware  of  their  tenuous  hold  on 
success.  "There's  nothing  consistent  about  this  business,"  concludes  Jim 
Pierce,  president  of  Cinematronics,  which  makes  a  popular  game  called  Star 
Castle.  "If  you've  got  a  game  that  makes  good  money  you're  going  to  sell  all  you 
can  make.  If  your  games  are  not  in  the  top  ten  you're  going  to  eat  them."— J.G. 


both  coin-operated  and  home  video. 
Thus,  it  can  afford  to  spend  big  on  prod- 
uct development — an  estimated  $20  mil- 
lion last  year.  Unlike  Bally's  Midway, 
which  has  licensed  its  games  from  Japan, 
Atari  breeds  its  own  hits,  such  as  Aster- 
oids. At  $2,000  a  unit,  Atari  has  made 
about  $140  million  from  that  game 
alone.  And  a  deluxe  version  is  on  its  way. 

Roughly  65%  of  Atari's  revenues 
comes  from  home  game  systems 
and  cartridges.  A  basic  unit  re- 
tails for  about  $165  and  plugs  into  any 
television  set,-  cartridges  go  for  $20  to 
$30,  and  there  are  43  available.  Warner 
executives  boast  that  they  control  80% 
of  the  home  video  market  and  50%  of 
the  coin-op  segment,  though  rough-and- 
tumble  competition  has  cut  Atari's  lead 
there,  and  its  current  share  is  probably 
closer  to  25%. 

The  home  market  will  probably  fuel 
the  company's  growth  over  the  next  five 
years.  Only  4%  of  U.S.  households  with 
televisions  currently  own  a  video  game, 
so  the  potential  is  immense.  In  1980 
Atari  sold  about  1.25  million  players  at 
$125  each.  Its  nearest  competitor,  Mat- 


tel's Intellivision,  introduced  a  more  ex- 
pensive home  system  last  year,  sold  out 
its  200,000  units  and  has  yet  to  restock 
retailers. 

Mattel  Electronics'  President  Josh- 
ua Denham  hopes  to  increase 
sales  by  150%  this  year.  "Our 
product  has  the  ability  to  do  things  that 
Atari's  does  not,"  says  Denham.  One 
major  retailer  is  more  explicit:  "Atari's 
not  even  close  to  being  authentic,  espe- 
cially in  the  sports  games.  When  you 
show  both  machines,  it's  going  to  be 
quite  obvious  which  is  better." 

Kassar  counters  that  Atari's  surpasses 
Mattel's  in  "play ability."  Intelhvision's 
sophistication,  he  believes,  will  turn  off 
customers  who  don't  want  Mattel's 
whiz-bang  effects.  He  may  be  right.  Kim 
Mayo,  a  24-year-old  nurse,  recently  opted 
for  Atari  instead  of  Mattel,  unimpressed 
by  Mattel's  potential  as  a  personal  com- 
puter. "I  don't  have  a  business  at  home," 
she  explains. 

A  third  contender  is  N.A.  Philips'  Mag- 
navox,  which  introduced  Odyssey,  the 
industry's  first  home  system,  in  1972. 
Odyssey  II  is  the  industry's  least  success- 


ful unit,  although  its  early  entry  anc 
strong  distribution  channels  are  an  asset 
Critics  complain  of  Maganavox'  sleeps 
marketing  attitude  and  say  the  company 
is  too  busy  promoting  videodiscs  to  giv< 
Odyssey  D  the  attention  it  needs. 

Survival  in  the  coin-ops  is  likely  to  b< 
much  more  difficult.  There  is  no  follow 
up  cartridge  business,  and  at  the  momen 
competition  is  stiff.  The  success  of  Spaci 
Invaders  and  Asteroids  has  made  th< 
games  wildly  popular  in  outlets  that  tra 
ditionally  steered  clear  of  pinball  ma 
chines.  What's  more,  one  game  can  gros 
$500  a  week — a  handsome  sum  even  i 
60%  goes  to  a  distributor.  One  Manhat 
tan  newsstand  operator,  for  example 
claims  he  earns  more  from  his  two  vide< 
games  than  from  the  sale  of  newspapers 

Still,  a  shakeout  among  producers  i 
already  in  the  works.  Apart  fron 
the  Japanese,  recent  new  entrant 
include  three  major  pinball  manufactur 
ers — Williams,  Stem  and  Gottlieb.  Wil 
liams  and  Stem  both  blasted  into  thi 
market  last  year  with  major  hits,  whili 
Gottlieb  burned  its  fingers  and  may  wine 
up  as  an  early  casualty  in  the  game  wars. 

The  Asian  invasion,  however,  could  b( 
even  more  deadly:  Nearly  all  U.S.  gami 
companies  license  some  electronics  fron 
the  Japanese.  Although  their  share  of  thi 
U.S.  market  is  now  less  than  10%,  it  wil 
grow  fast.  Three  big  Japanese  compa 
nies — Taito,  Universal  and  Sega,  a  sub 
sidiary  of  Gulf  &  Western — have  recent] 
ly  opened  U.S.  manufacturing  facilities! 
and  each  is  importing  hundreds  of  mai 
chines  monthly. 

In  December,  Nintendo,  a  $100  mil 
lion-plus  Japanese  coin-op  manufacture! 
began  exporting  to  the  U.S.  and  nov, 
ships  2,000  games  a  month.  The  onlj 
major  Japanese  producer  that  still  limit 
its  U.S.  business  to  licensing  is  Namca 
which  has  supplied  Midway  with  all  o| 
its  recent  hits.  Its  10, 000- square -fool 
Silicon  Valley  office  is,  however,  vasth 
oversized  for  its  current  two-person  staff] 
There  are  indications,  too,  that  thj 
Japanese  invaders  might  not  all  be  play 
ing  by  the  rules.  Copies  of  populai 
American  games  are  being  manufacture* 
in  Japan  and  sold  here  at  cut-rate  prices 
Only  the  names  of  the  games  and  th< 
artwork  are  changed.  "There  is  a  racket 
in  L.A.  that  imports  knockoffs  of  Will 
Hams'  Defender  and  sells  them  $40(1 
cheaper  than  the  American-made  ma 
chine,"  says  Ed  Adlum,  publisher  of  th« 
trade  Journal RePlay. 

"Two  years  ago,"  says  one  industr 
expert,  "we  had  no  Japanese  manufactui 
ers  in  this  country.  Now  they  are  cominj 
on  very  strong.  Soon  they  may  even  out 
number  the  Americans."  If  that's  coi 
rect,  Wall  Street's  fascination  with  elec 
tronic  games  may  end  abruptly — just  asj 
session  of  Space  Invaders  stops  when  th 
tide  of  aliens  destroys  the  last  defende 
on  earth.  ■ 
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rhere  seems  no  limit  to  the  search  for  oil  and 
?as.  But  newcomers  should  study  how  the  La- 
lorde  brothers  built  ODECO  and  Tidewater. 


Wild  dreams  and 
hedged  bets 


By  Toni  Mack 


rHE  boom  in  offshore  oil  explora- 
tion is  building  to  a  frenzy.  There 
are  over  500  drill  rigs  at  work  in 
[he  world's  waters  today — 155  of  them 
|n  the  Gulf  of  Mexico  off  Louisiana  and 
l^exas— and  218  new  rigs  on  order  at 
Ihipyards  worldwide.  Money  to  support 
pore  oil  and  gas  exploration  and  produc- 
tion is  pouring  into  the  Gulf  Coast. 
|  Yet  Ocean  Drilling  &.  Exploration  Co., 
tie  world's  largest  offshore  drilling  con- 
ractor  with  40  drill  rigs,  has  only  one 
!iew  rig  on  order.  And  Tidewater  Inc., 
[he  leader  in  offshore  supply  with  394 
[oats,  has  only  modest  plans  for  new 
irders. 

"  "The  ability  of  contractors  to  over- 
uild  is  incredible,"  says  President  and 
CEO  Hugh  ).  Kelly  of  ODECO.  "The 
jommitments  being  made  at  shipyards 
Ire  such  that  the  current  boom  has  to 
ist  eight  years — and  that's  unheard  of — 
hr  the  builders  to  make  it." 
f  He  sees  opportunity.  "I'd  say  a  down- 
arn  is  inevitable,  and  when  it  happens  I 
link  we  can  expand  our  fleet  to  60  or  so 
'.gs,  more  if  things  get  really  bad." 

Kelly  thus  is  carrying  on  the  successful 
:olicy  of  the  founders  of  ODECO  and 
idewater,  a  pair  of  remarkable  brothers 
amed  Alden  J.  and  John  P.  Laborde. 

Few  outside  the  oil  business  have  ever 
•  eard  of  them,  but  the  Laborde  brothers 
iractically  invented  the  offshore  oil  ser- 
vice industry.  They  have  built  compa- 
nies with  market  values  of  $1.8  billion 
:)DECO)  and  $710  million  (Tidewater). 
:i  its  fiscal  year  ended  Mar.  31,  Tidewat- 
■  earned  about  $52  million,  or  $3.21  a 
jjiare,  on  $350  million  in  sales — a  60% 
pin  in  earnings  on  a  30%  -plus  rise  in 
pies.  ODECO  last  year  earned  $135  mil- 
eon,  or  $2.67  a  share,  on  sales  of  $721 
lillion — increases  of  154%  in  profits 
Ihd  72%  in  sales.  Tidewater's  return  on 
Hiareholders'  equity  is  26%,  ODECO's  a 

unnmg  38%. 

By  oil-country  standards,  the  Labordes 


are  not  superrich.  The  combined  worth 
of  their  ODECO  and  Tidewater  stock- 
holdings, plus  those  of  a  third  brother,  C. 
E.  Laborde  Jr.,  come  to  $30  million.  But 
they  aren't  complaining.  The  sons  of  a 
school  superintendent  in  Marskville  in 
the  south  Louisiana  Cajun  country,  they 
now  enjoy  family  homes  with  interlock- 


ing walkways  on  a  plantation  near 
Marksville  run  by  a  fourth  brother  and 
offices  at  the  top  of  modem  buildings 
overlooking  New  Orleans'  fabled  French 
Quarter. 

"The  Cajun  people  don't  make  a  lot  of 
money,  nor  really  care  about  that,"  says 
John  Laborde,  57,  the  courtly  chairman 
and  president  of  Tidewater.  He  recalls 
the  Cajun  culture  of  his  upbringing  as  "a 
basic  leisure-loving,  joie  de  vivre  atmo- 
sphere. The  parish  church  was  the  big- 
gest thing  going.  And  food.  People  there 
really  get  into  good  food  and  'Whatcha 
gonna  have  to  eat  next  Saturday?'  "  The 
brothers  left  that  culture  for  the  big 
world,  first  to  college  and  good  jobs  and 
then  to  build,  by  chance  and  foresight, 
two  of  America's  premier  companies. 

It  all  began  in  1952  when  Alden  La- 
borde, a  marine  superintendent  for  Kerr- 
McGee  Corp.,  proposed  to  build  an  off- 
shore drilling  rig.  Oil  companies  then 
were  looking  for  an  economical,  reusable 
drilling  rig  to  help  them  get  at  the  oil  and 
gas  they  believed  lay  beneath  the  Gulf  of 
Mexico.  Alden  had  seen  such  a  rig  at 
work  in  the  sheltered  inlets  of  the  Gulf. 
Composed  of  a  drilling  platform  attached 


Chairman  John  P.  Laborde  (center)  on  the  deck  of  one  of  Tidewater's  394  boats 
"You're  absolutely  nuts,"  he  was  told. 
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by  long,  hollow  steel  columns  to  a  hollow 
lower  hull,  the  rig  could  be  floated  from 
drill  site  to  drill  site.  Once  the  lower  hull 
was  flooded  with  seawater,  the  rig  rested 
securely  on  the  ocean  floor.  Alden,  an 
Annapolis  graduate  and  Navy  veteran, 
thought  a  larger  version  could  succeed  in 
the  harsher  waters  of  the  open  Gulf. 
Kerr-McGee  disagreed. 

"I  showed  the  idea  to  all  the  oil  compa- 
nies around  the  Gulf — Shell,  Gulf,  Hum- 
ble |now  Exxonj,  Magnolia  (now  Mo- 
bil]— and  their  engineers  said  it  wouldn't 
work,"  recalls  Alden,  a  tall,  spare  and 
brisk  man.  "I  had  no  proof.  It  was  more 
hunchology  than  technology." 

Finally  he  heard  that  Murphy  Oil,  a 
small  El  Dorado,  Ark. -based  company, 
was  looking  for  an  inexpensive  way  to 
get  into  offshore  exploration.  Alden  went 
to  El  Dorado,  where  Chairman  Charles 
H.  Murphy  Jr.  listened  patiently  and  put 
up  $500,000  toward  building  the  $2  mil- 
lion rig.  (Today,  as  Murphy  Oil's  53% 
stake  in  ODECO,  that  initial  investment 
is  worth  nearly  $1  billion.)  With  Mur- 
phy's commitment  in  hand,  Alden  got 
$500,000  from  ten  other  investors,  got  a 
loan  for  the  rest,  and  ODECO  was  born. 

On  June  30,  1954  Mister  Charlie,  the 
world's  first  submersible  drilling  rig, 
went  to  work.  It's  still  working  today. 
Since  then  ODECO  has  pioneered  most 
advances  in  rig  technology. 

But,  for  all  his  "hunchology,"  Alden 
had  a  backup  plan  in  case  anything — 
Mister  Charlie  or  the  industry — went 
sour.  No  matter  what  type  of  offshore  rig 
was  used,  he  figured,  it  would  require 
supply  boats  to  carry  crews  and  provi- 
sions to  and  from  shore.  He  designed  a 
boat  with  the  pilothouse  up  front,  leav- 
ing the  rear  deck  clear  for  loading. 

His  boats  became  an  instant  hit  in  the 
increasingly  active  Gulf,  and  within  two 
years  Alden  and  nine  investors  had  built 
three  of  them.  But  Alden  then  had  two 
businesses  going  and  Charles  Murphy, 
who  had  no  money  in  boats,  wanted  his 
full  attention  in  ODECO.  Alden  agreed 
to  sell  his  interest  in  the  three  boats  to 
his  older  brother  C.E.,  who  in  turn  asked 
their  youngest  brother,  John,  to  take  over 
the  boats  and  organize  them  into  a  com- 
pany called  Tidewater.  John  consented, 
even  though  it  meant  giving  up  a  bright 
future  as  a  lawyer  for  Ft.  Worth,  Tex. 
oilman  Sid  Richardson.  "I  told  my  boss, 
and  he  said,  'You're  absolutely  nuts,'  " 
says  John,  in  his  New  Orleans  drawl.  "I 
said,  'I  know  it's  just  a  wild  dream,  but 
I've  got  to  give  it  a  whirl.'  " 

The  Laborde  brothers  forged  strategies 
that  recognized  offshore  exploration  as  a 
boom-or-bust  business.  At  ODECO,  Al- 
den— now  65  and  retired — had  no 
choice:  Oil  and  gas  was  to  mitigate  the 
drilling  downturns.  Charles  Murphy  was 
determined  to  make  ODECO  live  up  to 
the  "exploration"  in  its  name,  earning 
interests  in  oil  and  gas  deposits  by  drill- 


ing wells  for  free.  With  Murphy  arguing 
tor  oil  and  Alden  for  rigs,  the  two  played 
tug-of-war  with  ODECO's  capital  budget 
for  years.  Alden  went  two  decades  with- 
out finding  a  gusher  that  made  money  in 
the  days  of  $2-a-barrel  oil.  But  Murphy 
wouldn't  let  him  drop  it. 

Meanwhile,  John  was  building  Tide- 
water. "One  day  in  1957,  I  walked  out  on 
the  docks,"  he  recalls,  "and  7  of  our  12 
boats  were  idje.  That  was  a  very  sobering 
thought.  It  was  obvious  that  we  needed 
some  kind  of  work  that  went  on  week 
after  week,  year  after  year."  He  saw  that 
the  production  side  of  the  business — 
constructing  production  platforms,  drill- 
ing development  wells,  maintaining  pro- 
ducing wells — was  far  less  volatile  than 
exploration,  so  he  thrust  his  boats  into 
production  service.  Today  65%  of  Tide- 


ODECO  founder  Alden  J.  Laborde 
He  started  with  "hunchology." 

water's  marine-service  sales  and  profits 
come  from  supplying  development  and 
production. 

Alden  and  John  also  thought  up  a 
way  to  ride  the  cycles:  Build  as  much 
new  equipment  as  possible  during  the 
downturn,  but  never  build  when  you 
can  buy  older,  less  costly  equipment. 
John  notes  with  pleasure  his  recent  pur- 
chase of  two  2-year-old  tugboats  for  $2 
million  each,  a  price  less  than  half  of 
new  construction  costs,  and  Alden 
proudly  points  out  that  over  half  of 
ODECO's  fleet  was  bought,  not  built. 

In,  1 974,  at  the  start  of  what  was  to  be  a 
five-year  trough  in  offshore  drilling,  Al- 
den had  his  biggest — and  last — argument 
with  Charles  Murphy.  Alden  had  found  a 
drilling  contractor  with  14  rigs  for  sale  at 
the  cut-rate  price  of  $137  million.  But 
1974  was  also  the  year  that  ODECO's 
gusher  finally  came  in:  A  North  Sea  field 
called  Ninian,  in  which  Murphy  Oil  and 
ODECO  each  had  a  7%  interest,  was 
confirmed  as  a  1.2-billion-barrel  giant. 
The  catch  was  that  each  had  to  invest  a 
projected  $150  million — later  raised  to 
$250  million — to  develop  the  field.  With 
ODECO's  total  equity  at  only  $157  mil- 


lion, taking  on  both  projects  scarce 
seemed  possible.  Alden  proposed  sellit 
ODECO's  Ninian  interest.  Murphy  i 
sisted  on  forgoing  the  rigs.  In  the  en) 
they  did  neither.  They  anted  ODECO 
share  for  the  Ninian  field  and  bought  tl 
rigs.  Alden  borrowed  massively  (triplir 
ODECO's  long-term  debt),  sold  interes 
in  rigs  and  went  to  the  equity  market  fj 
$40  million  at  a  time  when  the  corj 
pany's  earnings  were  declining.  But  Ni 
lan  came  in  during  1 979,  a  year  when  tl 
drilling  market  was  up  as  well.  ODECO 
earnings  leaped  91  %  that  year. 

Today  each  admits  the  other  stron 
willed  man  was  right.  With  ODECO  no 
getting  60%  of  its  earnings  from  oil  ar 
gas,  Murphy  told  a  group  of  analysts  r 
cently:  "Just  before  and  during  the  d 
pressed  period  of  1975  and  on  to  la 
1979,  after  careful  analysis  and  some  ii 
ternal  disagreement — I  was  wrong — vi 
quietly  bought  13.5  net  rigs.  With  20/] 
hindsight  these  were  outrageous  ba 
gains."  Murphy  sent  a  copy  of  the  speec 
to  Alden,  with  a  note  attached: 
thought  I  was  due  to  eat  some  crow 
Alden  has  a  gracious  appetite,  toi 
"Charles  was  right,"  he  says.  "We  wou 
have  been  selling  off  $3  oil,  and  no 
we're  selling  it  at  $40." 

Tidewater,  too,  has  invested  in  explor. 
tion,  and  today  20%  of  Tidewater's  eari 
ings  come  from  oil  and  gas.  Tidewater,  h 
explains,  has  reached  a  sort  of  critic, 
mass  that  allows  it  to  fund  new  constru 
tion  continuously  "Because  so  much  i 
our  fleet  is  paid  off,"  he  says,  "the  old« 
boats  can  always  carry  the  new  boats  f 
nancially.  By  the  time  the  new  boats  ai 
five  years  old,  their  return  starts  escala 
ing  and  makes  the  newer  ones  iustif 
able."  In  the  last  five  years  he  has  sper 
$222  million  to  replace  worn-out  boa 
and  expand  the  fleet  from  373  to  35 
boats.  Now,  true  to  form,  he  is  slowir 
down  new  construction  during  the  boon 
John  contemplates  Tidewater's  longe 
term  future  these  days,  too,  offering  a 
offhand  thought  of  ocean  shipping  for  th 
day  when  oil  and  gas  decline. 

Alden  Laborde,  wearied  by  the  strife  o 
the  1970s,  stepped  down  as  ODECO 
chief  executive  on  Jan.  1,  1977,  at  61.  H 
remains  a  director.  The  man  who  inven 
ed  an  industry  now  spends  much  of  h 
time  traveling,  recently  visiting  the  Ind 
an  ruins  of  Guatemala.  Hugh  Kelly,  wh| 
joined  ODECO  in  1957  at  the  recon 
mendation  of  former  law  classmate  Job 
Laborde,  is  plunging  deeper  into  oil  e? 
ploration,  taking  advantage  of  the  corr 
pany's  Ninian-fed  cash  flow — over  $40 
million  this  year. 

"We  can  afford  to  roll  the  dice  in 
big  way,"  says  Kelly.  But  as  his  p 
tience  amid  the  drilling  frenzy  show 
Kelly,  too — like  his  friends  the  Li 
bordes — understands  that  great  bus 
nesses  survive  by  hedging  bets  am 
looking  to  the  long  term.  ■ 
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izi  ofScitex:  "Never  in  my  life  did  I  sit  in  any  meeting  lasting  more  than  two  hours,  or  stay  on  the  phone  all  day.' 


\i  Arazi  is  a  high  school  dropout  who  talked 
\s  way  into  MIT.  Now,  his  Israeli  company 
Us  a  computer  system  with  massive  potential. 

Like  Edwin  Land- 
but  better 
at  business 


By  Steven  Flax 


HE  SELF-MADE  ENTREPRENEUR  is  a 

staple  of  contemporary  folklore.  So 
is  his  brainy  son — quite  likely  to 
1 5rt  the  family  firm  in  favor  of  science 
nedicine.  Efraim  Arazi,  the  43-year- 
Jounder  of  Israel-based  Scitex  Corp. 

shatters  those  stereotypes:  He  is  a 
nputer  whizkid  who  also  has  solid  dol- 
-and-cents  ability  to  run  a  company. 
iazi  began  his  business  career  by 
ling  funeral  wreaths  from  a  cemetery 
:rusalem.  He  would  take  the  wreaths 
t,  make  bundles  of  flowers  and  then 
them  to  buy  electronics  components, 
iy  13  at  the  time,  Efi  had  already 
ded  on  a  career  in  electronics. 
)day,  Arazi's  11 -year-old  company  is 


a  wunderkind  of  the  Israeli  economy. 
Scitex  earned  $2.6  million  last  year  on 
revenues  of  $23.8  million,  and  sales  have 
been  growing  at  70%  annually.  Its  best- 
selling  product,  the  $800,000  Response 
300  system,  automates  color  printing  in 
a  revolutionary  way  and  has  a  huge  mar- 
ket potential:  In  the  U.S.  alone,  labor  and 
materials  costs  in  the  graphic  arts  indus- 
try run  to  over  $5  billion  annually,  and 
the  Response  300  system  is  the  state  of 
the  art  in  cutting  those  costs.  "Arazi, 
like  Edwin  Land,  is  a  brilliant  innovator 
who  can  conceive  of  wonderful  technol- 
ogies," says  Richard  Rosenbloom,  a  pro- 
fessor at  Harvard  Business  School  who 
has  followed  the  company  for  six  years. 
"But  what's  really  remarkable  is  that 
he's  a  terrific  manager." 


Even  more  remarkable  is  Arazi's  back- 
ground. "We  had  to  study  Hebrew  gram- 
mar and  Latin  verbs  and  other  things 
that  were  not  to  my  taste  when  I  was  13 
or  14  years  old,"  says  Arazi,  who  grew  up 
in  Jerusalem.  For  a  while  his  truancy  was 
tolerated.  But  eventually  the  principal 
learned  of  Arazi's  wreatb-stealing  esca- 
pades and  expelled  him.  His  mortified 
father,  a  prominent  engineer,  managed 
to  get  his  wayward,  illiterate  son  into  a 
boarding  school  for  Israeli  air  force  ca- 
dets. The  curriculum  was  primarily  elec- 
tronics. Arazi  began  to  study. 

After  serving  in  the  military,  he  re- 
solved to  go  to  MIT.  With  $50  in  his 
pocket  Arazi  landed  at  Boston's  Logan 
Airport  in  1958.  He  hadn't  bothered  to 
apply  for  admission.  He  expected  to  walk 
into  the  dean's  office,  introduce  himself 
as  Mr.  Radar  of  the  Israeli  air  force,  and 
be  admitted.  Luckily,  there  was  a  small 
quota  of  admission  spots  for  "freaks," 
and  Arazi  was  allowed  to  enroll. 

He  set  new  lows  of  underachievement. 
In  the  courses  he  liked — electronics, 
computers — he  did  brilliantly.  But  in 
others  he  was  hopeless.  "It  was  very  dif- 
ficult,"  he  says.  "I  was  flunking  and  fina- 
gling and  always  petitioning  to  be  ex- 
cused from  this  course  or  that.  They 
killed  me."  It  took  Arazi  seven  years  to 
graduate,  and  he  was  on  probation  until 
the  day  they  handed  him  his  diploma. 

But  Arazi  was  up  to  more  important 
things  than  going  to  school.  To  stay  sol- 
vent, he  soon  settled  in  at  Raytheon's 
Space  &  Information  Systems  Division. 
Arazi  did  such  brilliant  work  there  that 
he  also  became  involved  in  a  NASA  proj- 
ect to  develop  an  orbiting  astronomical 
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satellite  at  Harvard's  observatory. 

"My  problem  was  to  get  pictures  from 
the  telescope  down  to  earth  using  the 
poor  radio  channels  that  existed,"  says 
Arazi.  "In  solving  it  I  discovered  my  pro- 
fessional vocation,  image  processing  by 
computers.  I  was  involved  with  a  group 
that  did  the  first  experiments  in  digital 
image  processing,  and  nearly  everything 
we  do  at  Scitex  emanates  from  it.  Here  I 
am  flunking  out  of  MIT  and  all  of  a 
sudden  I  am  a  big-shot  consultant." 

Arazi  squeaked  out  of  MIT  and  worked 
as  a  consultant  to  Itek,  where  his  electro- 
optical  projects  soon  produced  $50  mil- 
lion in  revenues.  In  the  process,  howev- 
er, Arazi  learned  a  lesson  about  manage- 
ment. "Itek  tried  to  use  the  military 
aerospace  technology  for  industrial  pur- 
poses, and  they  failed  every  time.  The 
mentality  of  the  industry  is  for  one  con- 

"How  we  build  the  product  is 
our  problem.  We  tell  customers, 
'We'll  deliver  a  machine  that 
will  automate  your  pro- 
cesses—or  your  money  back.'  " 


tractor  to  protect  itself  by  working  with 
complex  and  detailed  specifications. 
How  many  times  did  I  hear,  'The  specs 
were  met  but  the  thing  didn't  fly'?  This 
is  expensive  and  stupid." 

Today,  Scitex  does  things  differently. 
"We  rarely  write  specifications  on  our  in- 
voice," Arazi  explains.  "How  we  build 
the  product  inside  is  our  problem.  We  tell 
our  customers,  'We  will  deliver  a  machine 
that  will  substantially  automate  your  pro- 
cess. If  not,  you  get  your  money  back.'  " 

Arazi  also  felt  that  the  "work  culture" 
around  Boston's  famed  Route  128  ham- 
pered innovation.  Today,  living  close  to 
work  and  keeping  travel  to  a  minimum, 
he  can  spend  most  of  his  time  with  what 
he  calls  "my  small  team."  "Never  in  my 
life  did  I  sit  in  any  meeting  lasting  more 
than  two  hours  or  stay  on  the  phone  all 
day,"  says  Arazi,  who  lets  off  steam  rid- 
ing dirt  bikes  with  his  children  in  the 
Judean  desert.  "I  planned  to  have  a  small, 
dedicated  team  in  Israel,  with  ten  tech- 
nologies in  house  rather  than  a  horde  of 
pleading  subcontractors." 

In  1968  Arazi  left  for  Israel  to  start  his 
own  company.  When  Itek  couldn't  con- 
vince him  to  stay,  it  blessed  his  venture 
with  $300,000  in  seed  capital.  But  Ara- 
zi's  former  employer  protected  that  in- 
vestment— which  today  amounts  to  a 
less  than  1%  stake  in  Scitex — by  insist- 
ing that  he  give  himself  a  crash  course  in 
basic  management.  "I  had  to  learn  such 
whimsy  things  as  pro  forma  balance 
sheets,  cash  flows  and  return  on  invest- 
ment. All  I  knew  then  was  that  they 
were  ways  of  keeping  score  in  business." 

Armed  with  another  $300,000  from 
the  Israeli  Discount  Bank  Investment 


Corp.,  Arazi  landed  development  proj- 
ects from  Itek  and  the  Israeli  Defense 
Ministry.  Then  he  led  an  exodus  of 
American-trained  Israeli  engineers. 
"They  were  sitting  around  Cambridge 
dreaming  of  going  back  to  Israel.  I  decid- 
ed that  this  was  a  natural  resource  not  to 
be  overlooked,  and  asked  them  to  come 
with  me.  Those  recruits  were  the  back- 
bone of  Scitex." 

Two  years  later,  after  Arazi  and  his 
recruits  had  completed  the  development 
work,  neither  customer  gave  Scitex  pro- 
duction orders.  Confirming  Arazi's 
worst  fears,  his  projects  had  fallen 
through  the  bureaucratic  cracks.  Mean- 
while, Scitex  was  running  out  of  money. 
"The  company  had  its  back  to  the  wall, 
facing  disaster.  So  we  overcame  our  shy- 
ness," says  Arazi,  a  lean,  restless  man 
who  is  about  as  shy  as  Attila  the  Hun. 
"We  decided  to  look  into  marketing." 

Scitex  notched  its  first  commercial 
success  selling  $12  million  worth  of  pro- 
duction equipment  for  the  making  of 
double-knit  fabrics.  The  double-knit  in- 
dustry, however,  unraveled  almost  as  fast 
as  it  spun  into  prominence.  But  by  the 
end  of  1973  Scitex  was  ready  for  the 
challenge.  Arazi,  showing  marketing 
savvy  every  bit  as  good  as  his  engineer- 
ing, enhanced  his  product's  technology 
to  automate  textile  design  and  printing. 

His  Response  200  systems  have  gener- 
ated $50  million  in  revenues  to  date. 
More  important,  through  them  Scitex 
developed  the  proprietary  technology 
that  would  lead  it  to  a  bigger  market. 
"We  were  automating  a  printing  process 
in  textiles,"  says  Arazi,  "and  we  saw  this 
was  a  primitive  subset  of  the  entire 
graphic  arts  industry." 

Throughout  the  graphic  arts  industry 
Arazi  also  saw  that  highly  paid,  skilled 
craftsmen  were  laboriously  cutting,  past- 
ing and  repositioning  bits  of  film  before 
final  printing  plates  could  be  made.  "We 
asked  ourselves,  'What  the  hell  is  going 
on  here?'  "  he  says.  "All  the  printer  real- 
ly wants  is  his  plates.  He  doesn't  want  to 
screw  around  with  color  separations.  So 
we  decided  to  do  all  the  image  handling 
by  computers." 

Scitex'  system,  the  Response  300,  au- 
tomates those  tasks  for  printing  every- 
thing from  magazines  and  catalogs  to 
advertising,  annual  reports  and  packag- 
ing. Once  artwork  is  electronically  con- 
verted into  digital  code  and  fed  into  Sci- 
tex' computer,  one  person  can  do  all  the 
retouching  and  makeup  of  text  and  im- 
ages on  a  display  screen.  This  means  that 
printing  jobs  can  be  finished  in  a  fraction 
of  the  usual  time,  with  big  reductions  in 
labor  and  materials  costs. 

But  for  Arazi  and  Arthur  Low,  his  ex- 
ecutive vice  president,  inventing  the  Re- 
sponse 300  was  easy  compared  with 
gearing  up  to  make  it.  "We  had  to  set  up 
production  facilities,  inventory  parts, 
train  field  engineers  and  salesmen  in 


North  America,  Europe  and  Japan.  Y 
don't  build  a  large  manufacturing  facil 
overnight,"  says  Arazi,  who  has  H 
studying  strategic  planning. 

On  the  assumption  that  the  Respol 
300  would  wow  the  printing  industry! 
the  1979  Milan  trade  fair,  Arazi  and  L 
got  Scitex  directors  to  commit  the  ccj 
pany  totally  to  their  product.  Scitex  a 
arranged  for  $1.5  million  in  intermedi 
financing. 

According  to  plan,  orders  came  po 
ing  in  after  the  trade  fair.  Large  print 
like  R.R.  Donnelley  in  the  U.S.  3 
Gutenberghus  of  Denmark  were  amd 
the  early  customers.  "The  Response  J 
advances  an  industry  that  hasn't  mo' 
in  50  years,"  says  Ed  Lane  of  N 
York's  Potomac  Graphic  Industries, 
ready  Scitex'  backlog  is  $13  million, 
90%  from  1979.  More  important,  s 
Arazi,  is  the  fact  that  almost  25%  of  1 
year's  sales  were  for  add-on  or  rep 
orders. 

That  kind  of  performance — and  /> 
zi's  combination  of  talents — has  alrej 
attracted  some  of  New  York's  sharp 
venture  capital  gurus.  Fred  Adler,  on| 
the  men  who  bankrolled  Data  General 
a  Scitex  director.  So  is  investment  bai 
er  Thomas  Unterberg,  whose  firm  hel 
Scitex  raise  $23  million  in  two  U.S.  p; 
lie  offerings  last  year.  Since  then, 
shares  have  split  once  and  soared  frj 
the  equivalent  of  5Vi  to  a  recent 
Scitex,  in  which  Arazi  has  a  3.5%  owi] 
ship  interest,  now  has  a  market  valm 
$80  million  and  commands  a  stellar  ea 
mgs  multiple  of  31. 

Such  success,  not  surprisingly,  is  lui) 
competitors.   Already,  subsidiaries 
West  Germany's  Siemens  AG  and  H 
ain's  Delarue  Group  have  introduced  i 
chines  similar  to  Scitex'  Response  3 
Both  are  far  larger  than  Arazi's  firm, 
that  doesn't  faze  him.  "It's  like  a  beal 
contest,  where  one  cutie  pie  can  siza 
another  cutie  pie,"  he  explains.  "I 
look  at  their  work  and  estimate  what: 
can  expect  as  an  encore.  They  think 
instrument  makers,  not  like  systems, 
signers.  We  are  way  ahead." 

Just  in  case  his  rivals  start  thinking  1 
systems  designers,  Arazi  is  pushing  a ! 
en-year  plan  to  do  for  the  entire  connj 
nications  industry  what  he  did  for  grap 
arts.  He  intends  to  add  a  typesetter  to 
Response  300  so  that  printshops  carj 
image  and  text  assembling  without 
leys.  If  that  succeeds,  Arazi  sees  the 
tential  for  even  faster  growth  than 
ever  been  thought  possible. 

"The  opportunity  is  there,"  he  c 
eludes.  "Our  people  are  intense,  acd 
plished  and  focused.  And  the  more  atj 
tion  we  can  give  to  long-range  plann 
the  greater  will  be  our  chances  of  pre\ 
ing."  In  his  own  unique  way,  of  cou 
Arazi  is  an  expert  at  that.  He's  b 
pursuing  plans  of  his  own  ever  since 
stole  his  first  cemetery  wreath.  ■ 
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kneaded  the  "dough" 
needed  by  Orlando 
Baking  Company 
for  its  fully  automated 
plant,  thej  largest 
of  its  kind  in 
the  (Midwest. 


helps  companies 
squeeze  the  most 
from  their  money 
at  the  Money  Desk. 


Amerflrust. 

The  Bank 
that 


cut  a  jtath 
to  higher  sales  for  the 
Bearing  Bronze  Company 
through  its  purchase 
of  a  new  lathe. 


styled  the  loan 
to  launch  Hair 
Care  Harmony's 
nationwide 
expansion. 


helps  Milk  Marketing  pour 
its  best  with  cash  management 
services  like  lock  box,  balance 
reporting  and 
controlled 
disbursement. 


tltieriftust 

Headquarters  Cleveland.  Ohio 

Making  things  happen 
in  Mid  America. 


"There  are  71  million  barrels  of 
unrecovered  oilin  £1  Dorado,  Kansas. 


C.J.  Waidelich,  President, 
Cities  Service  Company 
Tulsa,  Oklahoma 


!>Ol 


And  Cities  Service 
is  on  top  of  itT 


In  1917,  this  was  Cities  Service's  most 
productive  oil  field.  By  1970,  it  looked 
like  we'd  pumped  our  last  barrel  at 
El  Dorado.  Although  we  knew  that 
71  million  barrels  of  oil  were  still  trapped 
in  the  pores  of  the  rocks.  Twice  as  much 
as  we've  produced  so  far. 

But  now,  Cities  Service  is  working 
on  several  ingenious  ways  to  force  oil 
out  of  old  fields  like  this  one.  For 
instance,  look  at  the  cut-away  drawing. 
On  the  left,  a  pump  forces  liquid 
detergent  into  the  rocks,  which  "washes" 
the  oil  out  of  the  pores.  Then  water  is 
pumped  in  and  "flushes"  the  oil  toward 
the  production  well  on  the  right. 

How  important  is  this  effort?  Look  at 
it  this  way:  The  United  States  has  more 
than  300  billion  barrels  of  this  type  oil 
locked  in  existing  fields  as  a  target  for 
costly  exotic  recovery  methods.  Almost 
as  much  oil  as  the  proven  reserves  in 
the  entire  Middle  East  and  about  100 
times  the  amount  the  United  States 
produces  each  year. 

Studies  indicate  these  fields  could 
produce  up  to  three  million  barrels  a  day 
by  1995  from  improved  recovery 
methods.  More  than  one-third  the 
amount  we  now  import. 

So  what  we  learn  at  El  Dorado  today, 
combined  with  the  necessary  capital 
investment,  could  help  ease  our 
dependence  on  foreign  oil  tomorrow. 

CITIES  SERVICE 
COMPANY 

On  top  of  the  problem, 
part  of  the  solution. 

'potentially  recoverable  tertiary  oil 
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WIDE  OPEN 
FOR  BUSINESS. 


'81  CHEVY  VANS. 

They  mean  business  with  features 
you  need  to  deliver  plenty  of  goods 
and  services. 

Higher  and  wider  rear  and  side 
door  openings  than  our  two 
closest  sales  competitors.  Up  to  4 
inches  wider  for  easy  loading  and 
unloading. 

More  cargo  length  than  our  near- 
est sales  competitor's  regular  van  in 
the  popular  long  wheelbase  model 
shown.  It  offers  a  maximum  load 
length  of  174"  with  the  optional 
front  passenger  seat  removed. 
More  payload  in  all  five  models 
than  last  year,  ranging  from  1217 
lbs.  in  the  short  wheelbase  G10  to 


4199  lbs.  in  the  long  wheelbase 
G30.  Payload  includes  people, 
equipment  and  cargo. 

Better  six-cylinder  EPA  estimates 
than  last  year.  G10,  G20  Van. 

4  l  LITER  (250  CU.  IN  )  SIX 

EPA 
EST. 
MPG 
(CITY) 


25^  18 


Use  estimated  MPG  for  comparisons.  Your 
mileage  may  differ  depending  on  speed,  dis- 
tance, weather.  Mileage  will  be  less  in  heavy 
city  traffic.  Actual  highway  mileage  lower.  Six- 
cylinder  estimates  lower  in  California  where 
improvement  does  not  apply.  Fuel  economy 
comparisons  exclude  trucks  with  same  power- 
trains  offered  by  GMC  Truck  Division. 
Chevrolet  trucks  are  equipped  with  GM-built 
engines  produced  by  various  divisions.  See 
your  dealer  for  details. 


Best  overall  V8  fuel  economy 
rating  for  vans.  Best  EPA  est. 
MPG.  Unbeaten  highway.  G10, 
G20Van. 

OPTIONAL  5.0  LITER  (305  CU.  IN.)  V8  WITH 
ELECTRONIC  SPARK  CONTROL  (Not  available  in  California.) 

EPA 
EST. 
MPG 
(CITY) 


lit         ^0  ~ 


BUILT  TOUGH. 
BUILT  FOR  ECONOMY, 


22^  17 


Ask  your  Chevy  dealer  about  special  vocational  equipment  packages  and  leasing,  too 


yarly  reports  from  the  taxpayers'  spring  offen- 
ive.  IRS  has  been  beaten  back  at  points. 


News  from  the 
front 


Numbers  Game 


By  Richard  Greene 


Nonconformists 

As  droves  of  companies  have  convert- 
ed their  inventory  accounting  from  FIFO 
to  LIFO  in  recent  years,  they've  felt  the 
pain  of  lowered  earnings  in  exchange  for 
lower  taxes  and  improved  cash  flow. 

Now,  stubborn  holdouts  like  Masco 
Corp.,  3M  and  Smith  International, 
which  have  stayed  on  FIFO,  may  be  able 
to  make  the  switch  without  the  pain. 
Senator  Daniel  Patrick  Moynihan  is 
sponsoring  a  bill  that  will  allow  firms  to 
use  FIFO — maximizing  income — on 
their  financial  reports  and  LIFO — mini- 
mizing taxes — on  their  tax  statements. 
Up  until  now  companies  have  had  to  use 
the  same  inventory  accounting  method 
on  both  sets  of  books. 

The  bill  apparently  has  a  pretty  good 
chance  at  passing,  since  the  idea  of 
eliminating  LIFO-FIFO  conformity  was 
proposed  by  Donald  Lubick,  undersecre- 
tary of  the  treasury  for  tax  policy,  just 
before  he  left  office  a  couple  of  months 
ago.  "For  once,"  says  Steve  Holub,  a  part- 
ner of  Laventhol  &.  Horwath,  "the  IRS 
seems  to  be  doing  something  helpful." 

Of  course,  there  will  still  be  obstacles 
for  companies  hoping  to  straddle  the 
LIFO-FIFO  fence.  The  Securities  &  Ex- 
change Commission  will  still  require 
that  a  firm's  financial  statements  proper- 
ly reflect  its  business.  So  companies  who 
have  been  on  LIFO  for  some  years  may 
find  it  difficult  to  justify  switching  back 
to  earnings-maximizing  FIFO  on  their 
financial  statements. 

Yankee  come  home 

While  investors  may  soon  be  able  to 
speed  up  the  depreciation  of  real  estate 
they  purchase  in  the  U.S.  from  the  cur- 
rent 30  years  to  just  15  to  18  years, 
foreign  real  estate  will  still  be  depreciat- 
ed over  30  years.  "It  really  means  that 
foreign  real  estate  will  be  at  a  substantial 
disadvantage  to  such  investments  at 


home,"  says  Albert  Ellentuck  of  La- 
venthol &  Horwath. 

Naturally,  there  are  ways  for  investors 
to  get  around  that  through  careful  mani- 
pulation of  foreign  tax  treaties,  but  it's 
still  a  step  in  the  direction  of  keeping 
American  dollars  in  America. 

Hidden  tax 

Contrary  to  popular  belief,  corporate 
taxes  are  not  the  most  significant  taxes 
paid  by  most  corporations. 

Although  annual  reports  only  break 
out  the  corporate  income  taxes  that 
companies  hand  over  to  Uncle  Sam,  ac- 
tually those  taxes  are  in  many  cases 
dwarfed  by  the  companies'  payroll  taxes. 
In  1980,  for  example,  corporations  paid 
in  $161  billion  in  payroll  taxes — some- 
times called  social  insurance  taxes — as 
compared  with  only  $65  billion  in  corpo- 
rate income  taxes.  By  1983  the  differen- 
tial is  estimated  to  be  even  larger:  $240 
billion  in  payroll  taxes  and  $68.5  billion 
in  corporate  taxes. 

That  growth  in  payroll  taxes  could  be  a 
bigger  problem  than  it  appears.  Says  Da- 
vid Berenson,  senior  tax  partner  with 
Ernst  &  Whinney,  "The  more  people  you 
employ,  the  more  you're  penalized.  It's 
an  inflexible  tax  that  really  restricts  cor- 
porate growth,  since  the  more  you  try  to 
grow  the  more  taxes  you  pay — whether 
or  not  you  actually  make  a  profit  with 
those  additional  workers." 

Keeping  the  silent  partners 

Everything  is  more  fun  if  you  make 
Uncle  Sam  a  partner.  That's  why  many 
people  have  made  vacation  homes — in- 
cluding houses,  apartments,  condomin- 
iums, house  trailers  and  even  house- 
boats—into businesses  in  order  to  qualify 
for  a  number  of  deductions. 

Structured  properly,  you  can  deduct 
things  like  depreciation,  maintenance 
and  even  utilities  from  such  residences. 
But  beware!  The  IRS  doesn't  really  want 
to  go  halvesies  with  you.  So,  according  to 
Main  Hurdman  &  Cranstoun,  the 
shrewd  taxpayer  should  run  through  a 
checklist  with  his  accountant  to  make 
sure  Uncle  Sam  is  still  a  silent  partner.  A 
few  examples: 

•  The  vacation  home  must  be  rented 
for  1 5  days  or  more  a  year. 

•  It  must  be  used  personally  for  less 
than  15  days. 

•  The  home  must  generate  a  profit  in 
at  least  two  out  of  five  years. 

•  Finally,  watch  out  when  you  allow 
friends  or  relatives  to  use  it  at  reduced 
rates.  That  can  qualify  as  a  personal  use 
and  throw  your  deductions  right  out  the 
window. 

Turning  the  dinner  tables 

There  are  few  things  more  likely  to 
produce  ulcers  than  the  news  that  the 
IRS  has  decided  to  audit  your  back  taxes. 

Well,  now  it's  the  IRS'  turn  for  ulcers. 
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There  are  still  drawbacks. 
You  couldn't  very  well  ex- 
pect the  IRS  to  turn  into  Mr. 
Nice  Guy  overnight.  Still, 
Mead  says,  "It  shows  that  the 
IRS  has  finally  recognized 
that  if  UFO  is  a  good  idea, 
it's  got  to  he  made  available 
to  everyone." 


The  service  could  very  well  find  itself 
saddled  soon  with  a  $600  million  bill  for 
payroll  taxes  it  has  collected  in  the  past 
on  employee  meals. 

Here's  what  happened:  Most  hotels 
and  restaurants  allow  employees  to  eat 
for  free.  The  IRS  has  always  wanted  to 
treat  those  meals  as  income  and  tax  the 
companies.  Over  the  past  several  years,  a 
few  cases  came  to  court  on  the  issue,  and 
until  recently  the  IRS  always  lost.  Still, 
the  taxmen  stuck  to  their  guns,  took  on 
their  "above  the  law"  attitude  and  con- 
tinued to  tax  companies  on  those  meals. 
There  was  an  effort  to  get  the  case  tried 
in  the  Supreme  Court,  but  the  high  court 
refused  to  hear  it. 

Ironically,  a  recent  meal  tax  case  that 
the  IRS  won  could  prove  its  undoing. 
Now  there  is  conflicting  law  coming 
from  the  lower  courts,  and  the  Supreme 
Court  has  agreed  to  hear  the  case.  If  the 
ruling  falls  into  line  with  the  majority  of 
opinion  from  the  lower  courts — there  is 
little  doubt  there  are  going  to  be  some 
pretty  hefty  class-action  suits  to  reclaim 
those  back  taxes. 

TWice  as  much  relief 

Just  in  case  it  feels  like  the  tax  relief 
promised  by  the  President  is  all  talk  and 
no  action,  here's  a  little  action:  The  divi- 
dend exemption  for  a  married  couple  has 
been  upped  from  $200  to  $400  effective 
for  1981  taxes. 

What's  more,  under  the  old  law,  the 
husband  and  the  wife  each  had  exactly 
$100  of  exemption — if  the  husband  had 
$200  of  dividends  in  his  name,  they 
lost — he  could  only  deduct  $100. 

Under  the  new  law,  the  $400  applies  to 
the  married  couple  as  an  entity — regard- 
less who  owns  the  stock.  It  hardly  makes 
up  for  the  marriage  tax,  but  every  little 
bit  helps. 

New  LIFO  for  small  business 

Chalk  one  up  for  small  businessmen. 
For  years,  heads  of  middle-  and  small- 
size  companies  have  envied  their  larger 
brethren  for  being  able  to  convert  easily 
from  FIFO  to  LIFO  and  save  significant 
tax  dollars.  Small  businessmen  were  im- 
peded by  regulations  that  called  for  all 
sorts  of  fancy  accounting  techniques  to 
index  all  of  their  inventories  in  order  to 
tell  what  had  been  sold  when — so-called 
"pooling  of  inventories."  Faced  with 
such  complicated  requirements,  a  small 
car  dealer,  who  might  save  $5,000  a  year 
by  converting  to  LIFO,  would  have  to 
spend  $10,000  for  accounting  help  to  use 
the  technique. 

But  now,  according  to  Mary  Mead,  a 
partner  with  Seidman  &  Seidman  in 
Grand  Rapids  and  a  nationally  respected 
expert  on  LIFO,  "It  looks  like  the  IRS  is 
moving  very  slowly  in  the  right  direc- 


tion. They've  proposed  regulations 
permit  taxpayers  to  use  the  Bureau 
Labor  Statistics  indexes  in  calculat 
LIFO,  instead  of  generating  their  c 
indexes.  That  will  make  it  possible 
many  small  businesses  to  take  advant 
of  LIFO." 

There  are  still  drawbacks,  natura 
You  couldn't  very  well  expect  the  IR! 
turn  into  Mr.  Nice  Guy  overnight. 
IRS  proposal  requires  that  the  busine: 
use  the  most  detailed  of  BLS  inde: 
which  means,  for  example,  that  a  U 
grocery  electing  to  use  LIFO  would  h 
to  differentiate  in  its  records  betw 
different  kinds  of  tuna  fish  or  can 
fruit.  Still,  Mead  says,  "It  shows  that 
IRS  has  finally  recognized  that  if  LIF( 
a  good  idea,  it's  got  to  be  made  avaih 
to  everyone." 

Keep  it  clean 

In  order  to  keep  their  heads  above 
ter,  a  number  of  hospitals  are  join 
forces  on  such  activities  as  laundr 
food  purchasing  and  lab  facilities  (see 
ry,  p  152).  It  saves  money,  and  lets  ho 
tals  divert  their  cash  flow  to  keep 
people  healthy. 

But  the  IRS  sees  things  another  v 
In  a  recent  ruling,  if  one  hospital  sets  i 
laundry  facility  to  be  shared  with  sevi 
other  hospitals,  charges  those  hospi 
for  the  use  of  the  facility,  and  mak( 
few  dollars — the  IRS  will  consider 
hospital  to  have  turned  into  a  launc 
mat,  and  tax  it  on  the  profits. 

The  alternative,  of  course,  is  for 
hospitals  to  merge  outright,  so  that 
laundry  is  owned  by  all  of  them.  Eit 
that,  or  each  hospital  can  run  its  c 
laundry  as  has  always  been  done, 
just  pass  the  expenses  along  to  the  I 
government    through  Medicare 
Medicaid. 

Odds  are  10  to  1 

Let's  say  a  company  is  doing  soi 
thing  just  a  little  offbeat  in  filing 
taxes.  Nothing  outrageous,  but  just  sh 
enough  to  pick  up  a  few  dollars  each  > 
of  the  government's  money.  Well,  i 
gets  nailed  by  the  IRS,  it  can  sim 
apologize  and  promise  to  change  its 
counting  methods  to  follow  the  strai 
and  narrow  path  of  generally  accep 
accounting  principles. 

In  the  past,  the  IRS  would  even  sh 
charity  to  such  a  reformed  culprit 
giving  the  company  ten  years  to 
back  any  accrued  taxes  resulting  fr 
the  change  in  accounting  systems. 

Now,  things  have  changed.  If  the 
catches  you  in  some  kind  of  unorthoi 
accounting  practice,  you  have  to  pay 
all  of  the  back  taxes  within  one  y 
Only  if  you  turn  yourself  in  do  you 
the  ten-year  grace  period.  ■ 


116 


FORBES,  APRIL  13,  i 


IjALI  •  There  are  1,890  life  insurance 
companies  in  America.  We  have  more  life  insurance 

in  force  than  99%  Of  them.  That's  a  lot  of  confidence 
from  a  lot  of  people.  But  then, 
that's  Lincoln.  A  name  you  can 
choose  with  confidence. 

The  Lincoln  National  Life  Insurance  Company,  Fort  Wayne,  Indiana 
Member  of  Lincoln  National  Corporation 


□ LINCOLN 
NATIONAL 
LIFE 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


TEXAS 


5,000,000  Shares 
UTILITIES  COMPANY 


Common  Stock 

(Without  Par  Value) 


Price  $1 73/4  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

GOLDMAN,  SACHS  &  CO. 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  Pierce,  Fenner  <£-  Smith  Incorporated 

SALOMON  BROTHERS 

BACHE  HALSEY  STUART  SHIELDS  THE  FIRST  BOSTON  CORPORATION 

Incorporated 

BEAR, STEARNS &CO.        BLYTH  EASTMAN  PAINE  WEBBER         DILLON,  READ  &  CO.  INC. 

Incorporated 

DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  KUHN  LOEB  L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN 

Incorporated 

SHE  ARSON  LOEB  RHOADES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARIS  AS  BECKER        WERTHEIM  &  CO.,  INC.       DEAN  WITTER  REYNOLDS  INC. 

Incorporated 

EPPLER,  GUERIN  &  TURNER,  INC.  RA  USCHER  PIERCE  REFSNES,  INC. 

March  19, 1981 


rere  not  the  only  ones  who  are  paranoid:  While  most  Americans  think 
at  the  U.S.  auto  industry  has  been  soundly  trounced  by  Japan,  Inc.,  the 
v-no-means-united  Japanese  themselves  fear  they  may  have . . . 


A  tiger 
by  the  tail 


By  James  Cook 


he  West  has  never  been 
quite  able  to  judge  the  Japa- 
se  objectively.  At  the  outbreak 
World  War  II,  we  went  from 
ntempt  ("Their  airplanes  are 
ide  of  bamboo")  to  terror 
There's  no  stopping  them") 
er  Pearl  Harbor  and  the  sinking 
the  Repulse  and  the  Prince  of 
lies  off  Malaya.  As  the  war 
ire  on,  a  more  realistic  assess- 
ait  developed:  The  Japanese 
re  a  tough  and  resourceful  foe, 
t  by  no  means  invincible. 
There's  a  curious  parallel  in  the 
to  industry  today.  From  con- 
npt  for  their  cars  ("The  things 
st  almost  as  much  as  an  auto- 
obile")  we  have  come  full  circle 
They  make  the  only  decent  cars 
)und"),  leaving  many  Ameri- 
ns  persuaded  that  our  own  in- 
stry  cannot  survive  without  ar- 
icial  protection. 
Now,  as  then,  both  extreme  as- 
jsments  are  wrong. 
It  was  not  a  race  of  industrial 
permen  that  beat  Detroit  at  its 
m  game,  but  hardworking,  in- 
digent business  people,  exploiting  a  situation  that  they 
emselves  had  no  part  in  creating.  This  above  all:  It  was  not 
)an,  Inc.  that  triumphed  in  autoland  but  chiefly  initiative 
d  flexibility. 

If  Americans  are  frightened  and  worried  by  the  industrial 
uation,  so  are  the  Japanese.  These  are  the  conclusions  that 
lerge  from  weeks  of  talks  with  U.S.  and  Japanese  auto 
iople,  here  and  in  Japan. 

The  Japanese  have  not  forgotten — if  we  have — that  in  Janu- 
y  1979  there  were  850,000  unsold  Japanese  cars  piled  up  on 
e  U.S.  docks.  And  then  the  Iranian  crisis  broke,  and  the 
ventories  vanished.  In  24  months  small  cars  went  from  44% 
55%  of  the  U.S.  market.  Small-car  imports  took  over  more 
an  26%  of  the  market,  and  the  Japanese  supplied  over  80%  of 
at.  And  their  market  share  kept  rising.  In  January  1981, 
ough  Japanese  sales  dropped  over  20%,  the  overall  market 
opped  even  further,  and  Japan's  market  share  continued  to 
lprove. 

But  the  Japanese  success  was  no  triumph  for  that  bogeyman 


In  Japan,  quality  is  everybody's  business.  Kikuji 
Karabashi,  a  Nissan  worker,  has  won  five  pins  and 
five  prizes  for  work-improving  suggestions. 


of  international  trade,  Japan,  Inc. 
Japan's  powerful  Ministry  of  In- 
ternational Trade  &  Industry  nev- 
er believed  that  Japan  had  a 
chance  in  the  world  auto  market, 
and  in  the  early  Sixties  tried  to 
jawbone  the  industry  into  con- 
solidating into  three  large  compa- 
nies. But  the  automobile  industry 
had  its  own  ideas  and  went  its 
own  way,  with  the  result  that  MI- 
TI's  leverage  with  the  industry 
has  never  been  great. 

A  case  can  be  made  that  the 
Japanese  auto  industry,  far  from 
being  monolithic,  is  the  only  tru- 
ly entrepreneurial  force  still  oper- 
ating in  the  automotive  world  to- 
day, and  that  this  accounts  for  its 
stunning  success.  Everywhere 
else,  in  the  U.S.,  in  Europe,  the 
industry  is  in  a  state  of  visible 
decline.  Markets  are  stagnant, 
plants  are  closing  down  and  com- 
panies have  been  merging  to  sur- 
vive or  fighting  to  stave  off  bank- 
ruptcy. The  Japanese,  however, 
have  continued  to  proliferate 
companies.  What  was  the  last 
major  new  U.S.  entry?  Kaiser-Fra- 
zer  in  1946! 

and  their  associated  companies 


Though  Toyota,  Nissan 
(Daihatsu  and  Hino,  Fuji  and  Nissan  Diesel)  account  for  over 
60%  of  the  Japanese  industry's  volume,  they  have  nonetheless 
steadily  lost  market  share  to  a  series  of  new  and  aggressive 
competitors.  Toyo  Kogyo  took  off  from  machine  tools  and 
three-wheel  trucks,  Honda  from  motorcycles  and  small  en- 
gines, and  both  broke  into  the  auto  market  with  a  series  of 
exciting  and  technologically  innovative  cars.  Isuzu  is  coming 
up  fast  with  the  help  of  its  34%  partner,  General  Motors.  So  is 
Mitsubishi,  despite  a  disappointing  performance  by  its  Ameri- 
can partner,  ailing  Chrysler  Corp. 

The  industry  continues  to  proliferate.  Suzuki  pushed  beyond 
motorcycles  into  minicars  only  in  1962,  pinning  down  a  major 
portion  for  itself  in  a  phase  of  the  auto  market  that  could  yet 
be — when  and  if  a  third  or  fourth  energy  crisis  hits — the  shape 
of  the  future.  In  the  circumstances,  it's  not  hard  to  see  why 
companies  like  Honda  and  Toyo  Kogyo  are  inclined  to  view 
any  call  for  voluntary  export  restraints  as  a  means  by  which 
Toyota  and  Nissan  could  freeze  their  position  in  the  market. 
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The  working  day  begins  on  the  line. 


True,  the  Japanese  had  the 
right  product  at  the  right  time: 
small,  fuel-efficient,  pollution- 
free  automobiles  that  promised 
to  help  save  the  U.S.  from  its 
energy  dependency  and  pollu- 
tion problems.  But  they  had 
such  a  product  because,  unlike 
Detroit,  they  correctly  assessed 
the  realities  of  their  time.  When 
air  pollution  became  an  issue  in 
the  U.S.,  in  the  mid- Seventies 
the  Japanese  decided  that  what 
was  a  local  problem  in  the  U.S. 
was  a  national  problem  in  a 
small,  congested  country  like 
Japan.  And  so,  when  the  U.S. 
set  emission  control  standards 
for  the  industry  back  in  1975, 
Japan  set  about  not  only  to  meet 
them  but  also  to  surpass  them  by  a  comfortable  margin. 

Then,  too,  because  Japan  depended  almost  solely  on  import- 
ed energy,  the  Japanese  took  the  energy  shortage  seriously  and, 
when  the  crisis  broke,  made  a  major  effort  to  develop  fuel- 
efficient  engines.  In  this,  too,  they  went  all  the  way.  There's  a 
touch  of  irony  in  his  words  when  Nissan's  Executive  Managing 
Director  Teiichi  Hara  says:  "When  we  found  that  GM  had 
downsized  cars  coming  on,  like  the  S  series  and  J-cars,  many  of 
us  felt  that  that's  the  way  things  would  go.  So  we  felt  we  ought 
to  catch  up." 

Catch  up?  While  Americans  were  moving  in  stages  toward 
smaller  cars,  the  Japanese  had  a  three-or-four-year  edge 
over  the  American  producers  and  they  made  the  most  of  it.  By 
1978,  they  could  already  meet  the  27.5  mpg  fuel-efficiency  stan- 
dards U.S.  carmakers  would  be  required  to  meet  by  1985  and  had 
set  even  more  stringent  targets  for  themselves.  According  to 
EPA  tests,  eight  of  the  ten  most  fuel-efficient  models  EPA  tested 
last  year  were  Japanese.  The  other  two  were  German. 

When  the  break  came — when  gasoline  passed  $1  a  gallon — 
the  Japanese  were  ready.  But  not  because  they  expected  to 
conquer  the  world.  Simply  because  the  competition  stumbled 
and  they  didn't. 

Yet,  like  World  War  II  at  the  high  point  of  Japanese  con- 
quests, the  battle  is  not  over.  In  seeking  to  regain  its  competi- 
tive position,  Detroit  has  chosen  a  direction  the  Japanese  have 
not  yet  really  been  prepared  to  take:  front-wheel-drive  cars 
whose  competitive  importance  is  still  not  determined. 

Certainly  General  Motors'  X-cars  have  done  well,  Chrysler's 
Omni  and  K-cars  have  not  done  at  all  badly,  and  the  Ford 
Escort  looks  like  a  winner.  But  the  onslaught  is  only  beginning. 
Next  month,  GM  will  introduce  its  long-heralded  J-car — a 
Chevette-size  front-wheel-drive  car  that  will  compete  head-on 
against  the  most  popular  Toyota,  Datsun  and  Volkswagen 
models,  and  with  its  X-  and  J-car  lines,  GM  has  hardly  exhaust- 
ed the  alphabet.  F-,  A-,  S-  and  B-cars  are  beyond  the  horizon 
and  coming  on  fast,  and  so  are  other  front-wheel-drive  models 
from  Ford  and  Chrysler.  So  far,  the  fuel  efficiency  of  most  of 
these  "alphabet"  cars  is  a  bit  behind  that  of  the  Japanese,  but 
fuel  efficiency  is  conceivably  not  everything,  and  front-wheel 
drive  affords  the  roominess  American  buyers  have  always  been 
accustomed  to. 

By  1983,  the  U.S.  producers  will  have  more  than  6  million 
units  of  front-wheel-drive  capacity  out  of  a  total  downsize  ca- 
pacity of  7.8  million,  vs.  1.78  million  last  year.  By  contrast,  less 
than  20%  of  Japanese  production  last  year — 1.4  million  units — 
was  in  front-wheel  drive,  and  most  of  that  had  come  from 
upstarts  like  Toyo  Kogyo  j  which  makes  Mazdas)  and  Honda. 

"What  the  Japanese  worry  about,"  says  a  State  Department 
trade  specialist,  "is  that  the  U.S.  will  do  essentially  what  the 
Japanese  did — leapfrog.  Take  the  best  of  what  they're  already 
doing,  add  some  improvements  and  come  up  with  a  product 


that  is  a  generation  ahead." 

If  the  Japanese  are  nervous, 
why  then  are  they  adding,  as  a 
recent  Department  of  Transpor- 
tation study  indicates,  2  million 
units  to  their  current  1 1  mil- 
lion-cars-a-year  capacity?  An- 
swer: It's  front- wheel  drive  that 
explains  much  of  the  increase. 
"The  capacity  increase  will  be 
considerably  less  than  it 
seems,"  says  one  Japanese  in- 
dustry expert.  "Much  of  the 
front-wheel-drive  expansion 
will  replace  old  rear- wheel-drive 
capacity.  Of  course,  if  the  mar- 
ket is  there,  the  old  capacity 
will  be  produced  for  a  while." 

Toyota  executives  concede 
that  next  year  they  plan  to  con- 
vert their  best-selling  U.S.  line, 
the  Corolla — perhaps  13%  of 
last  year's  output — to  front- 
wheel  drive.  But  Toyota  is  not 
really  sure  what  the  market  will 
want.  "An  increase  in  front- 
wheel  drive,"  says  Toyota  Mo- 
tor Sales  Chairman  Seisi  Kato, 

"would  have  to  be  accompanied  

by  an  increase  in  demand.  If  the  demand  is  there,  the  focus  v 
shift  to  that  type  of  vehicle."  Nissan  is  a  little  more  decisi 
conceding  that  long  before  1985  two-thirds  of  its  capacity  v 
be  converted  to  front-wheel  drive. 

There  is  significant  expansion  of  basic  Japanese  capac 
under  way,  however,  but  it  is  being  undertaken,  e\ 
according  to  DOT's  estimates,  by  independents  and  especia 
by  the  Japanese  partners  of  General  Motors  and  Ford — Tc 
Kogyo,  in  which  Ford  acquired  a  25%  interest  a  year  or 
back,  and  Isuzu,  in  which  GM  has  had  a  34.2%  interest 
nearly  a  decade.  According  to  DOT,  Isuzu  will  add  260,( 
units  of  capacity  by  1983;  Toyo  Kogyo,  340,000.  And  thai 
something  to  think  about.  Is  that  Japan,  Inc.?  Or  is  it  Deti 
disguised  in  a  kimono?  There  can  be  no  doubt  about  it:  ] 
both  Ford  and  GM,  Japanese  manufacturing  and  sourcing  pla 
major  role  in  their  comeback  plans. 

In  its  own  behalf,  Toyo  Kogyo  is  presently  building  a  $] 
million,  240,000-unit  assembly  plant  on  the  island  of  Kyusl 
partly  to  replace  antiquated  capacity  at  its  home  base 
Hiroshima — "a  kind  of  scrap  and  build  program"  is  how  Tc 
Kogyo's  President  Yoshiki  Yamasaki  describes  it.  But  much 
Toyo  Kogyo's  efforts  these  days  are  made  in  behalf  of  Fc 
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'apan,  production-cost  advantages  come  from  committed  workers  and  cost-cutting  machines.  At  Nissan's  Zama 
lit,  near  Tokyo,  100  robots,  costing  $50,000  or  so  apiece,  do  97%  of  the  welding. 


to  Kogyo  is  already  committed  to  supplying  Ford  with 
I'saxles  for  the  front-wheel-drive  Escort  and  conceivably  for 
Upcoming  standard-size  front-wheel  drive  as  well,  and  there 
I  rumors  that  it  will  soon  be  producing  200,000  Mazda 
iilias  every  year  to  be  sold  as  Ford  Lasers  in  Australia  and 
theast  Asia  or  as  Cortinas  in  Europe.  "Toyo  Kogyo  is 
ng  a  part  in  Ford's  international  marketing  strategy,"  says 
inalyst  with  a  Tokyo  securities  firm,  "just  as  Isuzu  is  in 
eral  Motors'." 

uzu  has  identified  its  ambitions  with  GM's  for  about  a 
ide  now.  When  a  rising  deutsche  mark  priced  the  German- 
le  Opel  Kadett  out  of  the  U.S.  market,  Isuzu  began  making 
1  Japan — for  sale  under  the  Buick  Opel  marque  in  GM's  U.S. 
Ikets  and  under  the  Gemini  label  in  its  Australian  and 
theast  Asian  markets.  For  some  years  now  it's  been  pro- 
ing  50,000  to  100,000  Luv  pickup  trucks  every  year  for  GM 
he  U.S.,  and  it's  planning  to  produce  a  version  of  GM's  J-car 
[apan  and  Southeast  Asia.  There  are  rumors  that  it  will 
'luce  a  50-mpg  diesel  engine  for  the  Chevette  and  for  an  S- 
GM  expects  to  begin  producing  in  Spain  in  the  mid- 
jities.  This  summer  Isuzu  plans  to  invade  the  U.S.  with  a 
el-powered  Gemini  under  the  name  of  I  Mark  and  eventu- 


At  Nissan,  one  robot  does  the  work  of  1.8  men. 
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The  final  assembly  process  still  depends  heavily  on  hand  labor,  but  the  Japanese  help  assure  product  quality  thro  a 
quality  control  teams,  which  descend  upon  each  car  as  it  passes,  installing  electrical  equipment,  seats,  upholste 
windows  and  then  rigorously  inspecting  what  they  have  done. 


ally  plans  to  manufacture  them  here.  With  GM's  help,  Isuzu 
has  been  growing  explosively.  In  1972,  when  GM  moved  in, 
Isuzu  produced  180,000  units,  exported  60,000.  In  1980,  it  sold 
472,000,  exported  271,000. 

Mitsubishi,  Japan's  fourth-largest  auto  company,  has  similar 
international  ambitions  and  sought  to  realize  them  a  decade 
ago  by  selling  a  15%  interest  to  Chrysler.  These  days,  it  would 
like  to  enter  the  U.S.  market  on  its  own.  But  so  far,  it  remains 
Chrysler's  reluctant  partner — perhaps  one  day  something  more 
than  that:  There  has  been  talk  of  mergers  or  joint  ventures 
between  the  two. 

Certainly  the  world  auto  industry  will  never  be  the  same 
again  as  a  result  of  the  Japanese  challenge,  but  there  are 
increasing  signs  that  the  industry  is  beginning  to  respond  to 
the  challenge  in  a  positive  way.  Foreign  executives  the  world 
over  are  beginning  to  study  Japanese  methods,  and  for  the  first 
time  in  decades,  U.S.  auto  companies  are  pressuring  the  UAW 
not  simply  for  moderation  in  wage  increases  but  for  cutbacks. 
They  are  even  trying  to  find  ways  and  means  of  adapting  the 
Japanese  work  culture  to  American  conditions.  For  U.S.  auto 
workers,  however,  the  prospects  are  not  bright.  Even  a  modest 
5%  annual  increase  in  productivity  between  now  and  1983, 
according  to  DOT  figures,  would  cost  200,000  jobs,  about  as 
many  as  would  2.4  million  additional  imported  cars.  But  those 
job  losses  were  probably  fated  in  any  case.  In  their  previous 
complacency,  the  auto  companies  and  the  UAW  were  merely 
postponing  the  inevitable. 

Paradoxically,  the  challenge  Japan  has  raised  to  the  world 
would  most  likely  prove  an  equally  formidable  challenge 
to  itself.  Most  Japanese  auto  executives  seem  to  have  resigned 
themselves  to  some  form  of  protectionism,  official  or  unoffi- 
cial, in  Europe  and  the  U.S.  Though  there's  still  considerable 
growth  left  in  Latin  America,  the  Middle  East  and  even  Africa, 
they're  only  too  well  aware  that  if  they  hope  to  maintain 


anything  like  their  present  position  overseas,  they  will  have 
begin  moving  into  the  major  consumer  markets  not  simply 
exporters  but  as  manufacturers,  full-fledged  members  of  l 
consuming  economies  they  serve.  They  haven't  had  mi 
choice  about  it.  Toyota  depends  on  exports  for  43%  of 
business,  Toyo  Kogyo  67%,  Nissan  48%  and  Honda  76 
Rather  than  be  shut  out,  the  carmakers  will  almost  certaij 
move  overseas. 

The  pattern  is  a  familiar  one  in  the  export  trade.  Inten 
tionally  minded  companies  invariably  begin  reaching  ( 
for  export  markets,  set  up  marketing  organizations  abroad  a 
then,  after  a  period  of  time,  begin  to  put  down  manufacturi 
roots — to  compete  more  effectively  with  local  manufacture 
to  save  shipping  costs,  to  avoid  local  tariffs  and  taxes  or 
demonstrate  their  economic  good  citizenship.  That's  h 
General  Motors  went  to  Europe  in  the  Twenties,  how  D 
pharmaceutical  and  computer  companies  went  abroad  in  I 
Fifties  and  how,  in  time,  the  Japanese  would  most  likely  hi 
eventually  moved  into  Europe  and  the  U.S. 

But  the  Japanese  are  uneasy  at  having  to  move  so  quick 
Having  to  compete  with  the  likes  of  General  Motors  and  F( 
on  their  home  ground  is  a  formidable  prospect  in  itself,  a 
beyond  that  the  Japanese  have  grave  doubts  about  their  abil 
to  duplicate  their  production  system  anywhere  other  than 
Japan.  But  their  unease  also  seems  to  spring  from  some  m< 
basic  cultural  aversion.  As  Toyota's  Seisi  Kato  once  put 
explaining  why  outsiders  have  failed  to  make  inroads  in  t 
Japanese  auto  market:  "Japan  possesses  a  different  cultu 
customs  and,  most  important,  a  very  different  language  frc 
the  nations  of  the  West.  Unhappily,  this  may  be  a  barrier 
itself." 

The  pressure  is  all  the  more  acute  insofar  as  General  Mote 
response  has  been  to  evolve  its  concept  of  the  world  car — 
automobile  of  international  design,  multinationally  sourc 
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tting  cushioning  material. 


'ice  a  day,  morning  and.  afternoon,  the  workers  break  for  tea 

and  manufactured  for  maxi- 
mum economies  of  scale. 
Thus,  the  J-car  GM's  Ger- 
man subsidiary  will  intro- 
duce this  fall  may  be  assem- 
bled in  Belgium,  have  an 
Australian  engine  and  a  Jap- 
anese transaxle.  Ford's  Eu- 
ropean Escort  will  be  built 
in  Great  Britain  and  West 
Germany  with  components 
from  19  countries  around 
the  world.  It's  a  logical 
enough  strategy  for  multi- 
national companies  like 
GM  and  Ford.  But  what 
could  be  more  alien  to  the 
intensely  centralized  pro- 
duction patterns  the  Japa- 
nese have  developed  over 

ie  past  two  decades? 

["General  Motors  is  pushing  the  world-car  concept,"  says 
jissan's  Teiichi  Hara.  "But  at  Nissan  we  don't  have  such  a 
pncept.  The  Japanese  are  not  so  cosmopolitan.  We  have 
j.oved  only  in  limited  parts  of  the  world.  We  are  not  adept  at 
ping  international.  Ideally,  we  would  have  liked  to  have  a 
pme  base  in  Japan,  and  without  causing  too  much  trouble  or 
jiction  we  would  like  to  do  business  in  other  parts  of  the 
odd.  We  don't  really  seek  to  have  worldwide  status.  But  we 
pn't  have  any  choice.  Otherwise,  I  think  we  will  find  our  sales 
ping  down." 

t  The  competitive  threat  is  so  considerable  that  Nissan's 
resident  Takashi  Ishihara  believes  it  will  reshape  the  auto 
idustry.  "There  are  only  two  options,"  he  said  a  while  back. 
Tieups  with  General  Motors,  or  joining  forces  in  rivalry  with 
;M.  I  believe  it  is  still  possible  for  existing  automakers  to 
l)operate  through  multiple  linkups."  Ishihara  is  not  alone. 
iMC's  President  Paul  Tippett  predicts  that  by  the  year  2000 
ie  number  of  automakers  will  be  reduced  from  34  to  12.  AMC 
[self  has  begun  the  process  by  seeking  survival  in  partnership 
ith  France's  Renault. 

Nissan  seems  to  be  casting  its  lot  against  General  Motors.  It 
as  begun  discussions  with  Volkswagen,  which  has  never 
lade  much  of  an  impact  in  Asia  or  Japan.  Nissan  and  VW  have 
(changed  shopping  lists,  and  the  negotiations,  expected  to  be 
jmpJeted  in  June,  could  result  in  the  two  firms  pooling  then- 


strengths  throughout  the  world.  At  the 
least  it's  likely  that,  in  exchange  for 
VW's  help  in  markets  like  Germany  or 
Brazil,  Nissan  will  manufacture 
200,000  cars  a  year — the  Dasher  per- 
haps, or  the  Audi — for  sale  in  Japan  and 
Southeast  Asia. 

Nissan  has  already  worked  out  a  deal 
with  Alfa  Romeo  to  manufacture  cars 
in  Italy  to  Nissan  design,  though  not 
with  Nissan  management  control  and 
perhaps  not  under  the  Nissan  label.  In 
Britain,  where  Nissan  is  the  leading 
Japanese  import,  it  is  studying  the  fea- 
sibility of  building  a  $500  million  auto- 
mobile plant  in  Wales.  To  be  in  oper- 
ation by  1986,  the  plant  would  produce 
200,000  front-wheel-drive  cars  a  year 
and  serve  both  Britain  and  the  Com- 
mon Market. 

The  British  plant  is  still  speculative. 
But  Nissan  is  already  building  a  $300 
million  plant  near  Nashville,  Term,  to 
serve  the  big  southeastern  U.S.  truck 
market.  The  new  plant  will  have  an 
initial  output  of  120,000  light  pickup  trucks  a  year,  just  about 
what  Nissan  now  exports  to  the  U.S.,  and  there  are  rumors  that 
the  resulting  excess  truck  capacity  in  Japan  will  be  committed 
to  producing  cars  for  VW.  VW  in  turn  will  begin  producing 
Datsuns  for  the  U.S.  market  at  its  new  $300  million  plant  at 
Sterling  Heights,  Mich.  "We  have  no  intention  of  building 
passenger  cars  in  the  U.S.  at  all,  ever,"  says  one  Nissan  official. 
Nissan,  he  explains,  doesn't  have  enough  U.S.  sales  volume  in 
any  model  to  justify  the  investment. 

"Our  actions  have  been  passive  rather  than  active,"  Nissan's 
Teiichi  Hara  emphasizes.  "In  each  instance,  the  initiative 
came  from  outside — from  VW,  Alfa  Romeo,  the  British  govern- 
ment. Historically,  the  Japanese  auto  manufacturers,  including 
Nissan,  did  not  have  friendly  associations  with  other  car 
manufacturers  and  parts  manufacturers.  They  were  isolated. 
We  wanted  to  have  such  associations,  but  we  waited  for  others 
to  make  the  initial  move." 

Toyota  has  seemed  even  more  reluctant  to  branch  out, 
perhaps  because  its  production  system  is  more  dependent  upon 
Japanese  conditions.  Virtually  all  its  production  comes  from 
ten  manufacturing  plants  clustered  around  Toyota  City.  But 
it's  almost  certain  that  in  time  it,  too,  will  venture  into  the 
overseas  market.  For  a  year  now  Ford  has  been  trying  to  work 
out  a  deal  to  fill  the  gaps  in  its  own  line  by  producing  Toyotas 
at  some  of  its  excess  U.S.  capacity.  But  so  far  Ford  and  Toyota 
reportedly  haven't  been  able  to  agree  on  how  much  or  what  to 
produce — 500,000  units  a  year  or  half  that,  a  lightweight  lei- 
sure vehicle  or  a  small  car  on  the  Honda  Civic  scale. 

If  Toyota  should  go  to  the  U.S.,  however,  it  would  be  with  a 
complete  operation,  not  just  one  to  assemble,"  says  Toyo- 
ta's Seisi  Kato.  "You  have  different  labor-management  rela- 
tionships in  the  U.S.  Whether  the  American  worker  will 
evolve  in  the  direction  of  becoming  more  loyal  to  the  company 
he  works  for,  whether  the  Japanese  methodology  in  that  area 
could  be  transferred  to  the  U.S. — this  could  have  a  large  bearing 
on  what  might  develop  in  the  future  in  the  U.S.  We  wouldn't 
go  to  the  U.S.  unless  we  were  sure  we  would  see  some  profit — 
though  not  necessarily  the  same  profit  as  in  Japan." 

Only  Honda  seems  to  be  venturing  into  the  world  market 
with  any  entrepreneurial  enthusiasm.  "It's  our  business  to  sell 
cars,  as  many  as  possible,"  says  Hideo  Sugiura,  a  Honda  execu- 
tive vice  president.  "But  if  our  efforts  to  do  so  should  damage 
the  economies  of  the  importing  countries,  it's  not  to  their 
benefit  or  ours  or  anybody's.  So  the  Japanese  will  bave  to  find 
ways  to  make  their  cars  domestic  one  way  or  another.  In 
Europe,  the  total  capacity  of  the  automakers  is  already  greater 
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than  the  demand  in  that  market,  so 
for  us  to  go  there  and  build  our  own 
factory  only  adds  to  the  problem. 
Instead,  we  decided  to  provide  techni- 
cal and  financial  assistance  rather 
than  add  to  their  already  overflowing 
capacity." 

The  first  step  is  an  agreement  to 
license  BL  to  produce  Honda's  Ballade 
under  the  name  Acclaim  beginning 
this  summer — 8,000  units  a  month 
initially  with  production  rising  even- 
tually to  10,000  a  month.  "I  personally 
hope  this  will  mark  the  beginning  of  a 
wider  partnership,"  Sugiura  says,  and 
so  apparently  does  BL,  which  is  now 
dickering  for  a  license  to  produce  an- 
other Honda  model. 

In  the  U.S.,  too,  Honda  is  acting  far 
more  boldly  than  its  Japanese  com- 
petitors. It  is  building  a  $200  million 
auto  plant  adjacent  to  its  new  motor- 
cycle plant  in  Marysville,  Ohio.  The 
plant  is  small  by  industry  standards — 
120,000  cars  a  year — but  Sugiura  in- 
sists it  will  make  money.  "An  invest- 


At  shift's  end,  the  workers  work  out  at  the  company  gym,  fence,  play  volleyball 


ment  of  this  sort  is  necessary,"  Sugiura  says,  "if  Honda  wishes 
to  build  long-lasting  business  relationships  in  the  U.S.  We  have 
the  same  idea  for  other  markets — for  Pakistan,  Thailand,  Indo- 
nesia and  other  less-developed  countries." 

But  even  Honda  is  uneasy.  Setting  up  a  successful  dealer 
organization  is  one  thing.  There  the  Japanese  were  con- 
cerned with  doing  what  the  Americans  were  doing  and  doing  it 
in  the  American  style,  only  better.  But  no  Japanese  automaker 
knows  just  how  far  it  can  go  in  duplicating  its  work  system  in 
the  U.S.,  and  the  portents  are  perplexing:  The  United  Auto 
Workers  union  is  currently  suing  Honda  for  forbidding  its 
Marysville  motorcycle  workers  to  wear  union  buttons  or 
patches,  even  though  the  union  doesn't  happen  to  represent 
the  Honda  workers.  And  certainly  no  Japanese  automaker  has 
any  illusions  that  it  may  not  one  day  have  to  cope  with  the 
UAW  if  that's  what  its  employees  want.  But  they  go  on 
hoping.  What  worries  them  most  of  all:  Japan's  auto  industry  is 
alarmingly  short  of  people  with  the  skills  necessary  for  manag- 
ing manufacturing  operations  in  the  U.S.  or  elsewhere,  espe- 
cially plant  foremen.  And  they're  essential  because,  if  Japan 
does  attempt  to  transplant  its  work  culture,  its  new  workers 
will  have  to  be  taught. 

So  far,  at  least,  Japanese  companies  like  Sony  seem  to  have 
had  considerable  success  in  building  a  U.S.  manufacturing 
base.  But  the  auto  industry  is  not  the  electronics  industry.  So 
very  much  more  is  at  risk.  Automaking,  after  all,  is  an  industry 
with  long-established  patterns  of  operation  and  supply,  and  the 
capital  requirements  are  huge — $300  million  for  a  single  mini- 
mally scaled  plant,  as  against  the  $125  million  that  Sony,  for 
instance,  has  invested  in  two  plants  in  the  U.S.  over  the  past 
nine  years.  And  the  risks  are  proportionately  huge. 

Like  us,  the  Japanese  are  worried  and  nervous.  If  their 
devotion  to  their  own  culture  often  borders  on  the  arrogant,  it 
does  not  preclude  soul-searching  and  sensitivity.  That  they 
have  forced  Americans  into  similar  worry  and  soul-searching 
may  well  be  a  healthy,  creative  thing. 

For  there's  no  question  we  can  learn  things  from  the  Japa- 
nese. It's  a  common  place  that  Japan  is  the  only  non- Western 
culture  to  fully  industrialize,  but  what  is  not  quite  so  common- 
place is  that,  in  doing  so,  Japan  managed  to  absorb  Western 
methods  and  technology  without  sacrificing  its  own  cultural 
values.  Wakon yosai ,  as  the  industrializing  slogan  had  it  nearly  a 
century  ago:  "Japanese  spirit,  Western  skills." 

In  the  U.S.,  labor-management  relations  are  a  matter  of 
confrontation,  hi  Japan,  they're  a  pursuit  of  consensus.  Far 


from  each  trying  to  win 
something  at  the  other's 
expense,  Japanese  man- 
agement and  labor  try  to 
resolve  their  divergent  in- 
terests in  the  best  inter- 
ests of  the  company. 
"Sweetheart  talk"  is  how 
one  economist  describes 
collective  bargaining  in  Ja- 
pan, and  it's  fairly  exact. 
Japanese  workers  identify 
themselves  with  the  com- 
pany they  work  for,  their 
prestige  derives  from  the 
success  of  the 
they  work  for, 
success  of  that 


company 
and  the 
company 


At   Nissan,    when  things 
wrong,  any  worker  can  hit  tl 
button  to  stop  the  line. 


results  from  the  cooperative  efforts  of  all  who  work  there. 

In  such  circumstances,  the  financial  success  of  the  compa 
becomes  the  paramount  concern  of  both  management  a 
labor.  One  result  is  that  wages  in  the  Japanese  auto  indust 
though  higher  than  they  are  in  either  France  or  Britain,  , 
only  two-thirds  as  high  as  they  are  in  the  U.S.  or  Germai 
Another  is  that  when  the  auto  industry's  opportunities  beg 
to  expand  enormously  in  the  Sixties,  Japanese  labor  did  r 
insist  on  expanding  employment  in  line  with  the  increase 
business.  Labor  was  short,  nobody  was  going  to  lose  his  job, 
the  unions  enthusiastically  supported  the  automation  of  p 
duction.  Beginning  in  the  early  Seventies,  the  Japanese  indi 
try  began  to  automate  on  a  scale  unmatched  anywhere  else 
the  world.  While  the  rest  of  the  world  was  sleeping,  t 
Japanese  were  being,  well,  Japanese. 

The  results  were  spectacular.  Between  1975  and  191 
Japanese  auto  production  rose  more  than  60% — to  11  milli 
vehicles — but  employment  rose  a  mere  9%,  to  650,000.  j 
estimated  1,200  computer-controlled  robots  went  to  work 
the  assembly  line,  taking  over  70%  and  more  of  the  sp 
welding  involved  in  body  assembly,  virtually  all  the  work 
the  paint  shop,  and  bits  and  pieces  of  other  processe: 
forging  for  example.  And  this  is  just  the  beginning.  The  tri 
isn't  simply  to  automate  the  process,  but  to  design  the  < 
itself  for  maximum  automatic  production.  The  impact 
productivity  was  startling.  In  1970  Japanese  workers  tum 
out  only  15  vehicles  per  worker  per  year.  By  1980  they  w< 
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The  biggest  automaker  in  the  world 


In  1980  the  Japanese  finally  took  first  place  in  the  interna- 
tional auto  industry,  ousting  the  U.S.  from  the  front-rank 
position  it  had  held  for  over  70  years.  It  was  an  off  year,  and 
that  may  be  some  consolation.  But  all  told,  Japan  turned 
out  over  11  million  vehicles — 7  million  passenger  cars,  4 
million  buses  and  trucks.  The  U.S.  was  still  first  in  buses 


and  trucks,  but  the  margin  was  narrow,  and  the  U.S.  truck 
manufacturers  were  heavily  dependent  on  captive  Japa- 
nese imports  to  serve  their  markets.  The  year  1981  shapes 
up  as  another  disappointing  one,  but  it's  likely  to  be  more 
disappointing  for  the  industry  at  large.  Japanese  import 
sales  may  be  off,  but  industry  sales  are  off  even  more. 


World  passenger  car  production  ($  millions) 


World  truck  and  bus  production  ($  millii 


trees:  japan  Automobile  Manufacturers  Association;  Motor  Vehicle  Manufacturers  Association;  Paine  Webber/Mitchell  Hutcbins. 


educing  28.  During  the  same  period  annual  U.S.  productiv- 
f  rose  from  9  to  only  12  vehicles  per  worker.  In  its  essence, 
was  a  strategy  that  had  given  the  U.S.  auto  industry  its 
mpetitive  edge  for  generations — the  progressive  substitu- 
»ns  of  machines  for  labor. 

)  roperly  done,  automation  in  itself  goes  a  long  way  toward 
improving  quality  by  reducing  manufacturing  error  to  a 
inimum.  But  much  of  auto  production — at  least  in  the  final 
sembly  process — still  depends  heavily  on  hand  labor,  and  the 
)anese  have  managed  to  develop  the  same  control  of  quality 
the  final  hand-assembly  process  as  they  have  elsewhere  on 
e  line.  Borrowing  ideas  from  the  U.S.  academics  as  they'd 
rrowed  robotics  from  the  U.S.'  Unimation,  the  Japanese 
ganized  the  line  workers  into  quality  control  work  teams, 
aality  becomes  the  ultimate  responsibility  of  the  men  on  the 
le,  not  the  men  in  the  office.  Quality,  in  fact,  becomes  a 
sponsibility  of  everyone  in  the  company,  a  sort  of  communi- 
effort,  with  the  result  that  Toyota,  for  instance,  generates 
er  575,000  suggestions  every  year — 17  per  employee — and 
opts  90%  of  them.  General  Motors,  by  contrast,  last  year 


generated  less  than  1  per  employee  and  adopted  only  30% . 

In  the  U.S.  and  most  of  Europe,  the  uninterrupted  operation 
of  the  assembly  line  is  the  controlling  impulse  of  production 
economics.  If  something  goes  wrong,  the  line  moves  inexora- 
bly forward  anyway,  and  any  mistakes  are  patched  up  later.  At 
Toyota  a  red  cord  runs  along  the  line,  and  if  something  goes 
wrong,  a  worker  has  only  to  reach  up  to  stop  the  line.  The 
Stopping  Line  System,  it's  called.  At  Nissan,  there's  a  button. 
The  whole  line  comes  to  a  halt  and  everyone  pitches  in  to  fix 
whatever  has  gone  wrong.  Stop  the  line  to  correct  a  defect,  and 
you  get  a  dividend  in  quality.  Keep  it  moving,  and  the  defect 
gets  covered  over  and  becomes  difficult  if  not  impossible  to 
correct.  Toyota's  Chairman  Seisi  Kato  remembers  being  aston- 
ished one  time  by  the  speed  of  a  GM  assembly  line.  He 
discovered  the  line  had  been  speeded  up,  with  labor's  consent, 
to  offset  a  wage  increase.  "When  the  line  is  moving  that  fast," 
Kato  says,  "you  don't  have  time  to  look  closely  at  quality." 

According  to  that  recent  Department  of  Transportation 
study,  the  Japanese  producers  have  won  a  cost  advantage  over 
the  U.S.  producers  of  $1,000  to  $1,500  per  unit.  That  means,  of 
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OF  THE  LARGEST  BANKS 
THE  WORLD  IS  TAKING  A  NEW 
H  TO  INTERCEPT  THE  FUTURE. 


THE  TRANSACTIONS  WE'VE  CLOSED 
IN  CORPORATE  FINANCE 
MIGHT  SURPRISE  YOU. 


At  Barkers  Trust,  corporate  finance  is 
not  a  sideline,  but  one  of  our  principal  lines 
of  business.  The  resources  we  have  dedi- 
cated to  this  business  are  yielding  signifi- 
cant results. 

In  1980,  we  closed  18  mergers  and  ac- 
quisitions for  clients  such  as  Thomson 
Newspapers  Inc.  and  Armco  Inc. 

We  arranged  private  placements  for 
RCA  Credit  Corporation,  Export  Devel- 
opment Corporation  of  Canada  and  The 
Cleveland  Electric  Illuminating  Company, 
to  name  a  few. 

We  advised  U.S.  Home  Corporation  on 
the  purchase  of  over  two  million  shares  of 
common  stock  by  Socie'te  des  Maisons 
Phenix  S.A.  through  a  public  tender  and 
private  placement. 

We  negotiated  a  $59-million  dual  cur- 
rency aircraft  lease  for  KLM  Royal  Dutch 
Airlines  with  debt  in  Dutch  guilders. 

We  provided  financial  advisory  services 
to  a  joint  venture  project  formed  by 
American  Can  Company  in  Mexico. 

And  we  facilitated  the  divestiture  of 
assets  of  the  oil  field  service  operations  of 
the  Chromalloy  American  Corporation  by 
providing  both  debt  and  equity  for  the  pur- 
chaser in  a  leveraged  buyout. 

These  examples  represent  only  a  frac- 
tion of  the  corporate  finance  transactions 
that  weve  closed  in  the  past  year.  But  they 
reflect  our  commitment  to  the  broadest 


and  deepest  involvement  in  the  following 
areas: 

Mergers  and  acquisitions,  private  place- 
ments, international  financings,  lease 
financing,  venture  capital,  project  finance, 
and  many  other  specialized  services. 

To  carry  out  our  commitment  to  this  vital 
business,  we  have  assembled  a  staff  of  over 
70  professionals  with  career  backgrounds 
in  investment  banking,  corporate  develop- 
ment and  international  finance.  This  kind 
of  talent,  backed  by  the  financial  and  in- 
formation resources  of  this  major  bank, 
has  created  unusual  benefits  for  users  of  all 
of  our  corporate  financial  services. 

Perhaps  we  can  create  some  unusual 
benefits  iox  you.  Ask  us. 

W%  Bankerslrust 
LJ  Company 

Worldwide 

Rankers  Trust  Company 
280  Park  Avenue,  New  York,  N.Y.  10017 

Bankers  Trust  International  Limited 
S6-G0  New  Broad  Street,  London  EC2M  1JU 

International  Subsidiaries  or  Representative  Offieesin:  Chicago. 
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Singapore,  Spain.  Switzerland.  Taiwan,  Thailand,  Tunisia, 
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course,  that  in  pricing  their  cars  the  Japanese  inevitably  also 
set  their  competitors'  profit  levels,  and  these  days  they're  far 
too  low.  As  Harvard  Business  School  Professor  William  Aber- 
nathy  concedes,  "The  competitive  impact  of  both  a  quality 
and  a  cost  advantage  have  proven  nearly  unbeatable."  Signif- 
icantly, when  truck  tariffs  were  raised  last  summer  from  2.9% 
to  25%,  the  U.S.  producers  didn't  try  to  increase  their  market 
share  on  the  price  advantage,  they  jacked  up  their  prices 
correspondingly  to  ifnprove  their  margins. 

In  forging  its  competitive  advantage,,  the  Japanese  auto  in- 
dustry may  not  have  had  any  direct  government  assistance, 
but  government  and  business  in  Japan  are  not  adversaries  as 
they  all  too  often  are  in  the  U.S.,  and  the  auto  industry 
benefited  greatly  from  liberal  Japanese  tax  and  depreciation 
policies  that  enable  industry  to  recover  its  capital  costs  very 
quickly.  First-year  depreciation  runs  to  25%  and  under  certain 
circumstances — the  acquisition  of  robots,  for  example — com- 
panies can  recover  as  much  as  50%  of  their  capital  outlays  in 
the  first  year,  a  matter  of  consequence  even  in  an  economy 
where  inflation's  been  more  or  less  under  control. 

Compounding  the  advantage,  the  unique  financing  pattern  of 
Japanese  business  enabled  the  auto  companies  to  take  a  much 
longer  view  than  is  normally  possible  in  either  the  U.S.  or 
Western  Europe.  Industrial  capital  in  Japan  normally  comes 


from  the  banks  rather  than  external  capital  markets,  and 
banks  not  only  lend  money,  they  normally  also  take  large  eq1 
interests  in  their  creditor  companies,  less  as  a  token  of  ow 
ship  than  as  an  indication  of  the  mutual  support  corporati 
extend  to  each  other  in  Japan.  Financial  institutions,  foi 
stance,  hold61%  of  Nissan's  equity,  corporations  another  30 
With  such  institutional  capital  at  its  disposal,  the  Japai 
auto  industry  was  able  to  channel  its  cash  flow  into  auto 
tion  and  modernization  rather  than  dividends.  During 
Seventies,  when  the  Japanese  automakers  were  paying 
only  20%  of  their  earnings  in  dividends,  the  U.S.  automak 
by  contrast,  paid  over  50%  and  committed  their  remair 
funds  to  marketing  rather  than  modernization. 

In  so  doing,  they  weren't  really  doing  their  stockholders 
favor.  For  all  the  generosity  of  its  payout,  General  Moi 
stock  is  far  lower  than  it  was  a  decade  ago;  the  less  said  ab 
Ford  and  Chrysler  in  this  respect  the  better. 

But  now  the  question  is:  How  well  has  Detroit,  and  Am 
can  industry  in  general,  learned  its  lessons?  It  was  Gent 
Douglas  MacArthur  and  his  fellow  reformers  who  taught 
Japanese  the  advantages  of  Western  initiative  and  individi 
ism.  Why  shouldn't  the  Japanese  now  return  the  complime 
Maybe  teach  us  something  about  risk-taking  and  the  entrep 
neurial  spirit  that  we  sometimes  seem  to  have  forgotten.  ■ 


The  Japanese  system:  management  &  MacArthur 


A more  modern  form  of  labor  organization  than  anything 
we  have  in  the  West"  is  how  Robert  J.  Ballon  describes 
the  Japanese  system  of  labor-management  relations.  Ballon  is 
a  professor  of  economics  at  Tokyo's  Sophia  University  and 
one  of  the  foremost  experts  on  Japanese  labor  practices.  It's  a 
common  myth,  he  says,  that  the  system  grew  out  of  the 
traditional  patterns  of  Japanese  culture.  Not  at  all.  It's  a 
postwar  innovation,  owing  much  to  General  Douglas  MacAr- 
thur— a  system  developed  on  patterns  borrowed  mainly  from 
U.S.  corporations  and  academics  and  pragmatically  melded 
with  the  traditional  Japanese  social  structure. 

This  melding  creates  verbal  confusion.  Most  of  the  En- 
glish words  people  apply  to  Japanese  business  conditions 
don't  really  mean  what  they  suggest,  Ballon  says.  There  are 
shareholders  in  most  Japanese  companies,  but  the  compa- 
nies don't  feel  accountable  to  stockholders;  the  business 
really  belongs  to  the  people  who  work  there,  which  is  partly 
why  Japan  has  no  takeover  movement.  And  the  object  of 
the  business  isn't  usually,  or  primarily,  to  make  money  for 
the  owners  but  to  provide  jobs  for  the  workers.  There  are 
labor  unions.  Except  for  the  seamen's  union,  however,  they 
are  not  craft  or  industrial  unions,  but  enterprise  unions, 
organizations  encompassing  all  the  permanent  workers  of  a 
single  company.  In  Japan,  a  company  consists  of  labor  and 
management  combined,  and  until  MacArthur  told  them  it 
wasn't  proper,  management  personnel  belonged  to  the 
unions  along  with  the  workers.  And  why  not?  The  success 
of  the  company  is  the  common  interest  of  everybody  who 
works  for  it.  "If  the  company  goes  bankrupt,"  Ballon  ex- 
plains, "that's  the  end  of  the  union." 

"In  the  West,"  says  Ballon,  a  Belgian-born  Jesuit  priest 
who  spent  the  last  30  years  in  Japan,  "we  take  some 
individuals  and  add  them  up  and  somewhere  a  group  comes 
out."  In  Japan,  it's  the  work  group  that  gives  a  man  his 
significance,  his  identity.  It's  an  identity  he  proclaims  by 
the  company  pin  he  wears  in  his  lapel.  A  Japanese  uses  the 
same  word  to  refer  to  his  home  and  his  company  and  that's 
fitting,  Ballon  says,  because  a  Japanese  doesn't  work  for  a 
living,  he  considers  work  a  way  of  life. 

Given  the  high  degree  of  security  Japan's  lifetime  employ- 
ment system  provides,  how  come  the  Japanese  are  so 


Sophia  University's  Robert  J.  Ballon. 


thrifty?  The  whole  system  is  geared  to  encourage  thrift  and 
thus  provide  low-cost  capital  for  industry.  For  example,  in 
addition  to  the  usual  monthly  wage  payment,  there  are  two 
semiannual  deferred  payments,  inaccurately  called  bonuses. 
They  are  paid  in  June  and  December  and,  combined,  often 
equal  more  than  six  additional  monthly  payments.  For  the 
companies,  the  plan  is  a  way  of  encouraging  thrift  and 
financing  working  capital  needs  without  pain.  For  the  em- 
ployees, it  means  they  tend  to  live  below  their  means,  and 
that  is  in  part  why  the  Japanese  20%  annual  savings  rate  is 
among  the  highest  in  the  world. 

"When  you  talk  about  wage,"  Ballon  says,  "in  Japan  you 
also  talk  about  age."  Most'people  go  to  work  for  a  company 
when  they  get  out  of  high  school  or  college,  move  up,  more 
or  less  in  lockstep,  with  other  people  hired  at  the  same 
time,  and  stay  there  until  they  retire  at  55.  They  don't  have 
much  choice  but  to  stay  because  if  you  go  anywhere  else  you 
are  back  to  zero  in  the  seniority  system. 

"I  say  to  the  Japanese,"  Ballon  comments,  "I  can  guaran- 
tee you  one  thing:  No  Westerner  is  ever  going  to  imitate  you. 
And  I  also  say,  you  better  watch  out  if  some  Westerner 
begins  to  leant  something  from  you."— J.C. 
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DOES  YOUR  SECRETARY  HAVE  AWAIT  PROBLEM? 


•r 


Probably. 

Because  there  always  seems  to  be  a  line  at 
the  one  and  only  copier  in  your  department 

Which  means  waiting  to  make  copies 

And  when  your  secretary  has  to  wait 
so  do  you. 

Well,  there's  no  need  to  wait  any 
longer  Not  with  3M's  "369"  Copier 

The  compact  copier  that  was 
designed  especially  to  sit  right  be- 
side your  secretary's  desk. 

That  way  when  you  need 

Copying  Products  Division 


copies  in  a  hurry,  the  "369"  is  waiting.  Quietly 
Equipped  with  the  latest  in  fiber  optics  for 
minimal  noise.  And  maximum  reliability. 
What's  more,  3M's  Parabond™ 
v  technology  gives  you  high  quality  crisp, 
*        clear  copies  very  inexpensively. 

So  don't  wait.  For  more  infor- 
mation call  toll-free:  800-328-1684 
(in  Minnesota,  800-792-1072)  or 
write:  3M  Copying  Products, 
Building  220-10E/3M  Center, 
St.  Paul,  MN  55144. 

3M  Hears  You . 


Can  H&R  Block  do  for  legal  services  what  it 
did  for  income  tax  preparation?  That  may  be 
its  best  hope  for  finding . . . 

Life 
after  April  15 


At  the  country's  biggest  tax  seri'ice,  a  storefront  legal  clinic 
One-stop  shopping  far  wills,  divorces  and  taxes. 


HYATT 

LEGAL  SERVICES 


H&R  BLOCK 


By  Carol  E.  Curtis 


Henry  Bloch  has  a  problem.  H&R 
Block,  his  26-year-old  firm,*  has 
offices  in  every  U.S.  city  with  a 
population  of  over  5,000,  and  the  com- 
pany prepares  1  out  of  every  10  federal 
returns.  But  with  that  big  a  base,  new 
business  hardly  comes  easy.  Already,  an- 
nual growth  is  down  to  11% — less  than 
half  what  it  was  a  decade  ago.  What's 
more,  there  is  a  troubling  trend:  Many 
taxpayers  are  shifting  to  the  Internal 
Revenue  Service's  short  form  that  can  be 
done  at  home. 

For  the  present,  of  course,  H&R 
Block's  performance  seems  beyond  re- 
proach. The  company  has  liquid  assets  of 
over  $150  million — more  than  those  of 
some  firms  10  times  its  size.  Its  asset-to- 
debt  ratio  is  more  than  2-to-l,  and  net 
earnings  last  year  were  $32  million  on 
revenues  of  $230  million.  "Analysts  say 
we  have  one  of  the  best  balance  sheets 
on  the  New  York  Stock  Exchange," 
boasts  Bloch,  the  firm's  president,  who 
has  become  rich  from  the  storefront  tax 
business.  He,  his  brother  Richard  and  the 
Bloch  family  hold  27%  of  the  stock,  a 
stake  worth  $90  million.  That  makes 
Bloch  one  of  the  wealthier  residents  of 


'To  avoid  customer  confusion,  the  company  name  is 
spelled  phonetically. 


the  posh  Kansas  City  suburb  where  he 
has  lived  almost  30  years. 

Still,  for  Block  to  return  to  its  early  high 
growth  rate,  diversification  is  essential — 
and  the  tax  service  has  met  with  persis- 
tent problems  in  moving  beyond  its  basic 
business.  Block  is  now  phasing  out  its  11- 
year-old  insurance  venture,  after  losing 
close  to  $1  million.  The  company  also 
sold  off  another  acquisition,  Consumer 
Communications  Services,  after  project- 
ed growth  failed  to  materialize.  The  jury 
is  still  out  on  two  other  operations:  Per- 
sonnel Pool  of  America,  a  company  that 
provides  temporary  nursing  help,  and 
CompuServe,  which  makes  software  for 
home  computers. 

Now,  however,  Henry  Bloch  thinks 
he's  found  the  perfect  fit.  He  plans  to 
offer  low-cost  legal  services  along  with 
tax  advice — in  effect,  one-stop  shopping 
for  divorces,  wills,  bankruptcy  petitions, 
adoption  and  real  estate,  along  with  tax 
preparation.  "We  aim,"  says  Bloch,  "to 
do  for  legal  services  what  H&R  Block  did 
for  taxes:" 

There  is  no  question  that  no  one  has 
developed  the  tax  business  as  steadily,  or 
as  effectively,  as  H&R  Block.  The  com- 
pany's shrewd  advertising  and  repeat 
business  have  beaten  off  challenges  from 
big  finance  companies  and  department 
stores,  until  it  now  enjoys  a  market  share 
of  10%.  Over  the  years,  Block  has  bought 


up  several  of  the  company's  francl 
operations,  until  about  half  of  its  9, 
offices  are  now  company  owned.  It 
longer  sells  franchises. 

To  get  into  the  legal  business,  Bl 
last  June  spent  $2  million  to  acquire 
tangible  assets  of  Hyatt  Legal  Servii 
an  Ohio-based  chain  that  offers  rout 
legal  aid  at  fixed  fees  and  relies  hea^ 
on  television  advertising.  Joel  Hyatt, 
30-year-old  attorney  who  runs  the  c 
ics,  thought  his  customers  would 
mostly  working  class — people  v 
watch  television  a  lot. 

He  was  right:  Though  their  incor 
range  as  high  as  $75,000,  the  family 
come  median  is  not  far  from  the  $20,1 
level  that  provides  most  of  Block's 
business. 

Since  both  operations  are  going  ai 
the  same  customer,  the  advantages 
offering  them  together  are  obvious.  Tl 
will  share  the  same  space  in  compa 
leased  Block  offices,  winning  new  le 
business  from  old  tax  clients.  There  is 
advantage  for  the  tax  people,  as  w 
Since  the  legal  clinics  will  operate  ye 
round,  H&R  Block  will  be  able  to  obt 
better-quality  space  than  it  now  has  w 
its  short-term  leases  that  typically  exp 
Apr.  30.  "It  is  a  real  economy  of  seal 
says  Hyatt,  a  graduate  of  Yale  Univers 
Law  School  who  once  worked  at 
New  York  law  firm  of  Paul,  Weiss,  I 
kind,  Wharton  &  Garrison  and  is  n 
running  the  clinics. 

There  is  a  law  that  prevents  Bk 
from  rendering  legal  services  or  ownin 
law  firm,  so  H&R  Block  formed  a  subs 
iary,  Block  Management  Co.,  that  gi 
the  clinics  marketing  and  administrat 
help  for  a  set  management  fee.  Lawy 
get  $25,000  a  year,  and  fees  begin  at  3 
for  initial  consultation.  Block  Mana 
ment  now  runs  22  clinics  in  Ohio  i 
Pennsylvania  in  space  often  occupied 
the  tax  service.  Within  five  years,  Bk 
Management  plans  to  have  the  legal  cl 
ics  operating  in  300  company-leased 
fices.  "Block  Management  Compi 
could  be  bigger  than  the  tax  busines 
says  Bloch. 

There  are  still  questions — and  grow 
competition.  The  biggest  consumer  le 
firm,  Jacoby  &  Meyers,  already  has 
offices  in  California  and  23  in  New  Yo 
and  a  growing  number  of  other  le 
firms  are  pitching  low-cost  legal  £ 
There  is  also  the  shadow  of  Block's  l 
successful  diversifications  to  overcon 

What  if  the  new  sideline  fails?  Tl 
the  pressure  to  empty  Block's  cash  ho 
will  become  greater  than  ever.  The  co 
pany  has  been  increasing  its  payout 
tio — to  62%  at  the  moment — but  i 
fast  enough  to  suit  some  shareholders, 
lure  as  a  takeover  target  will  almost  su 
ly  grow,  despite  the  family's  hefty  ov 
ership  position.  If  the  legal  clinics  do 
catch  on,  Henry  Bloch  may  somet 
need  all  the  lawyers  he  can  muster.  ■ 
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Introducing  the  International  XL 

It's  got  number  one  written  all  over  it. 


We  built  the  new  XL  Series  to  be 
the  finest  truck  in  the  fleet.  From 
the  ground  up,  it's  a  totally  new 
machine,  with  all  the  latest 
advancements  in  truck  design. 
Compared  to  competition,  it's 
number  one  in  every  area 
that  counts. 


EFFICIENCY.  With  a  new  aero- 
dynamic cab  design.  And  an  all- 
aluminum  cab,  plus  frame,  up 
to  300  lbs.  lighter  than  compe- 
tition. Making  the  XL  the  most 
energy-efficient  truck  we've 
ever  built. 

RIDE.  A  lower  mounted  cab  and  a 
specially  designed  front-suspen- 
sion system,  guarantees  no  truck 
ride  was  ever  smoother. 


COMFORT.  With  more  cab  room. 
Cushioned  air-suspension  seats. 
Easier  shifting.  And  a  Blend-Air 
climate  control  system.  Adding  up 
to  better  driver  productivity. 

Efficiency.  Ride.  Comfort.They 
make  the  new  XL  Series  the 
number  one  producing  truck  for 
the  fleet. Talk  to  your  dealer  today 
about  buying  or  leasing  the  new 
International  XL  Series.  And  ask 
about  our  new  warranty. 


A  top  corporate  bank  should 
be  a  leader  and  an  innovator. 


RE4UTY 


Long  before  energy  became  an 
issue  or  a  crisis,  Continental  Bank 
was  a  leading  lender  to  the 
oil  and  gas  industry. 

Twenty-five  years  ago  we  were  pioneers.  One  of 
the  few  major  banks  with  an  oil  ana  gas  division. 
Today,  we  have  one  of  the  largest  oil  and  gas 
portfolios  in  the  world.  And  no  bank,  anywhere,  has 
a  larger  oil  and  gas  division  or  more  expertise  than 
Continental.  It's  what  you  expect  from  a  top 
corporate  bank.  At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


Argentina  -Australia  ^  Austria  ^Bahahws^ Bahrain   Belgium  Brazil  Canada  •  Colombia  France  Greece   Hong  Kong  Indonesia   Italy  Japan  •  Kenya  •  Korea 
Lebanon  Malaysia  Mexico  The  Netherlands  s  The  Philippines  Singapore  Spain  Switzerland  Taiwan  Thailand  United  Kingdom  Venezuela  •  West  Germany 
Umted  States  •  Chicagj^  New  York  Los  Angeles  Houston  Dallas  Miami  •  Cleveland  San  Francisco  •  Denver 
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\>e  banks  are  headed  this  year for  loan  losses  in  amounts  that  haven't 
ten  seen  since  1975-76.  Why,  then,  are  bank  stocks  doing  so  well? 


Risk-free  banking? 
There's  no  such  thing 


By  Ben  Weberman 


o  judge  by  their  popularity  on 
Wall  Street  lately,  you'd  think  the 
banks  didn't  have  a  worry  in  the 
Id.  Big  and  small,  money  center  and 
onal,  bank  stocks  have  been  showing 
ngth  not  seen  in  years:  both  Citicorp 
Continental  Illinois  stocks  have  in- 
ased  by  almost  20%  since  Nov.  16, 
0;  regionals  like  North  Carolina  Na- 
lal  Bank  have  jumped  more  than  23% 
Valley  National  Bank  is  up  16%  in 
same  period.  S&P's  average  of  bank 
cks  is  up  17%  since  November,  vs.  a 
%  loss  for  the  S&P's  500. 
's  a  measure  of  how  deep  investors' 
rust  of  bank  stocks  had  been  since 
banks'  heavy  writeoffs  on  real  estate 
is  in  1975  and  1976  that,  even  now, 
S&P's  bank  stocks  are  selling  at  little 
re  than  5  times  their  estimated  1981 


earnings,  vs.  more  than  8  times  for  the 
S&P's  500  stocks.  So,  despite  their 
recent  strength,  bank  stocks  continue  to 
look  good  to  a  number  of  influential  ana- 
lysts. Says  Charles  H.  Lott,  president  and 
director  of  research  of  Keefe,  Bruyette  & 
Woods,  the  bank  stock  dealers:  "Bank 
stocks  are  still  dirt  cheap." 

So  they  may  be  if — and  it's  a  very  big 
if — 1981  earnings  meet  present  expecta- 
tions. There  is  good  reason  to  doubt 
that  they  will.  Last  month  A.W.  Clau- 
sen, president  and  chief  executive  offi- 
cer of  Bank  America  Corp.  (soon  to  de- 
part for  the  top  post  at  the  World 
Bank),  ticked  off  four  factors  that  would 
prevent  BofA's  earnings  in  the  first  quar- 
ter of  1981  from  matching,  never  mind 
beating,  profits  in  the  first  quarter  of 
1980:  1)  higher  operating  expenses, 
caused  by  inflation,  2)  "less  than  normal" 
growth  in  loan  demand  and  net  interest 


revenues,  3)  "extraordinarily  high"  short- 
term  interest  rates,  squeezing  the  spread 
between  interest  rates  on  BofA's  deposits 
and  the  money  it  borrows  and  lends,  and 
4)  growing  competition  from  nonbanks. 

Whether  the  first-quarter  pattern  will 
prevail  all  year  is  anybody's  guess. 

Undiscussed  by  Clausen  but  very 
much  on  the  minds  of  bankers  right  now 
is  yet  another  worry — the  prospect  of 
losses  on  loans  to  strapped  corporate  bor- 
rowers. "Many  companies  are  running 
out  of  cash  and  are  in  industries  where 
they  can't  pass  along  high  interest  rates 
to  their  customers,"  says  John  F.  McGil- 
licuddy,  chairman  of  Manufacturers 
Hanover  Trust  Co.  "Our  losses  on  loans 
to  corporations  will  eat  into  domestic 
operating  profits  this  year." 

U.S.  banks  will  likely  suffer  heavier 
loan  losses  in  1981  than  in  any  year  since 
1975-76,  when  failing  real  estate  invest- 


A  few  superlatives 


Performance  highlights,  drawn  from  the  tables  on  the  following  pages. 


liggest — fastest 

;iticorp  (NY) 

$114,920 

Total  bank  assets1— 1980 

Smallest — slowest 

First  National  Bancorp  (Colo) 

$2,499 

Mercantile  Texas  (Tex) 

36.3% 

Growth  of  assets2 

Industry  median:  12.3% 

Fidelcor  (Pa) 

-1.5% 

anCal  Tri-State  (Cal) 

61.1% 

Growth  of  earnings  per  share2 

Industry  median:  15.2% 

First  Pennsylvania  (Pa) 

P-D 

dlied  Bancshares  (Tex) 

23.6% 

Four-year  return  on  equity 

Industry  median:  13.8% 

First  Pennsylvania  (Pa) 

-6.2% 

'rust  Co  of  Georgia  (Ga) 

7.07% 

Net  interest  margin — 1980 

Industry  median:  4.49% 

First  Chicago  (111) 

1.77% 

P  Morgan  (NY) 

$36,119 

Value  of  managed  trust  assets1 

Hartford  National  (Conn) 

$2,822 

lome  Federal  S&L  (Cal) 
Twin  City  Federal  S&L  (Minn) 

1.37% 
1.37% 

S&Ls'  spread  between 
earnings  assets  and  cost  of  funds 

Talman  Home  Federal  S&L  (111) 

-1.17% 

•Dollar  value  in  millions    Compounded  annual  rate  1976/1980.    P-D  profit  to  deficit. 
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100  largest  bank  holding  companies:  a  statistical  profile 

  1980  size  measures  ($millions)  


% 

Loan 

Standby 

Long- 

domestic 

loss 

Total 

letters 

term 

Total 

Total 

Total 

demand 

Total 

res  as  % 

invest- 

of 

Total 

debt  "/u 

operating 

Net 

Rank 

deposits 

deposits 

1 1  i.i  n  s 

of  1(  i.ins 

ments 

credit 

e.ipi  t.il 

L.ip]  til] 

income 

income4 

Company  and  headqiit 

 , — j 

1 

$114,920 

$71,771 

14.0% 

$70,421 

0.8% 

$6,695 

$10,084 

$9,853 

60.1% 

$14,211 

$507.0 

Citicorp  (NY) 

2 

1 1  1,617 

88,426 

14.7 

63,022 

0.9 

7,431 

2,824 

5,177 

24.5 

12,075 

645.0 

Bank  America  (Cal) 

3 

76, 1 90 

56,846 

25.8 

46,974 

1 . 1 

4,738 

3,500 

4,239 

36.6 

8,003 

364.7 

Chase  Manhattan  (NY 

4 

55,522 

41,745 

32.1 

30,621 

1.0s 

2,693 

2,030 

2,640 

34.8 

5,189 

230.2 

Mfrs  Hanover  (NY) 

5 

51,991 

35,594 

30.0 

26,209 

1.0s 

4,584 

2,7536 

2,758 

20.9 

5,173 

367.7 

J  P  Morgan  (NY) 

6 

42,089 

27,314 

19.2 

26,784 

1.0s 

2,506 

2,610 

2,201 

30.7 

4,716 

224.1 

Continental  Illinois  (I: 

7 

41,342 

30,067 

31.9 

22,362 

1.0 

3/264 

3,019 

1,953 

30.5 

4,300 

175.2 

Chemical  New  York  (' 

8 

34,202 

23,816 

30.7 

1 7, 1 95 

1 .2 

2,315 

2,623 

1 ,457 

20.6 

3,639 

1 80.9 

Hankers  I  rust  INY  (Ni 

9 

32, 1 10 

24,864 

34.9 

17,937 

1.3 

4,809 

721 

2,087 

32.9 

3,296 

233.4 

Western  Bancorp  (Cal) 

10 

28,699 

21,361 

15.3 

16,939 

0.9 

1,621 

1,419 

1,533 

21.4 

3,415 

66.5 

First  Chicago  (III) 

11 

27,794 

21,169 

28.6 

18,333 

1.0s 

2,314 

1,067 

1,818 

35.6 

3,117 

181.9 

Security  Pacific  (Cal) 

12 

23,638 

16,207 

26.3 

16,105 

0.9 

1,672 

398 

1,718 

46.8 

2,545 

121.7 

Wells  Fargo  (Cal) 

13 

19,063 

14,909 

27.6 

1 2,402 

1 . 1 

1,181 

504 

999 

26. 1 

2,006 

95.1 

Crocker  National  (Cal' 

14 

18,090 

14,163 

41.2 

8,576s 

1.5  s 

1,454 

546 

840 

30.6 

1,740 

85.8 

Irving  Bank  (NT) 

15 

17,480 

1 4, 1 63 

25.4 

9,697 

1.2 

1.268 

514 

1,1 14 

31.6 

1,859 

58.4 

Marine  Midland  Bank? 

16 

16,156 

10,890 

25.0 

7,982 

1.6 

1,121 

214 

1,306 

31.0 

1,595 

114.2 

Mellon  National  (Pa) 

17 

15,948 

10,815 

20.1 

8,563 

1.3 

1,875 

360 

1,192 

38.7 

2,333 

103.1 

First  Natl  Boston  (Mas 

1  Q 

14,395 

1 1 ,044 

28.4 

7,693 

1 .0 

2,448 

1 56 

1, 1 78 

3 1 .0 

1 ,478 

1  16.7 

Northwest  Bancorp  (M 

19 

13,781 

10,076 

31.0 

7,068 

1.1 

2,229 

486 

1,080 

36.3 

1,383 

122.0 

First  Intl  Bancshs  (Tex 

20 

13,475 

9,768 

29.7 

7,233 

1.0 

2,509 

371 

1,134 

30.3 

1,336 

111.6 

First  Bank  System  (Mi 

21 

11,867 

8,473 

30.4 

6,109 

1.2 

1,709 

309 

792 

26.3 

1,246 

88.1 

Republic  of  Texas  (Tex 

22 

11,287 

8,631 

39.5 

5,730 

1.2 

1,576 

287 

633 

8.9 

1,029 

103.0 

Texas  Comm  Bancshs 

£.5 

1 1,275 

8,722 

35.4 

5,444 

1 .4 

2,002 

285 

647 

11.1 

1 ,061 

90.4 

First  City  Bancorp  (Te: 

24 

10,869 

7,804 

30.4 

5,285 

1.3 

1,837 

47 

773 

14.4 

1 ,023 

80.0 

National  Detroit  (Micl 

25 

10,423 

8,319 

27.9 

5,711 

0.8 

1,065 

156 

433 

8.9 

1,102 

50.5 

Bank  of  New  York  (NY 

26 

9,588 

7,239 

29.8 

6,200 

1.1 

512 

168 

609 

20.3 

1,037 

69.8 

Seafirst  (Wash) 

27 

7,771 

5,981 

38.4 

4,532 

1.2 

639 

212 

436 

28.2 

823 

30.1 

European  American7  (r 

7, 1 76 

5,060 

32.2 

3, 190 

1.2 

776 

82 

529 

33.8 

742 

47.7 

NCNB  (NC) 

29 

7,004 

4,999 

45.6 

3,829 

1.1 

1,177 

139 

367 

15.0 

681 

32.5 

Union  Bank7'8  (Cal) 

30 

6,905 

4,759 

32.0 

3,504 

0.9 

721 

266 

353 

0.6 

726 

33.0 

Harris  Bankcorp  (111) 

31 

6,447 

4,394 

9.3 

2,590 

2.1 

1,026 

76 

487 

36.4 

771 

74.0 

Republic  New  York  (N 

32 

6,225 

4,176 

28.3 

3,130 

1.1 

827 

170 

410 

14.2 

632 

55.6 

Pittsburgh  Natl  (Pa) 

11 

/,  1  in 
Of  111) 

4, 1  72 

42.3 

3,223 

1.2 

721 

92 

449 

25.9 

659 

40.8 

Philadelphia  Natl  (Pa) 

34 

5,854 

4,397 

38.6 

2,548 

1.4 

1,088 

45 

485 

34.8 

603 

47.9 

Southeast  Banking  (Fla 

35 

5,849 

4,163 

30.6 

2,865 

1.1 

571 

172 

324 

9.3 

616 

33.1 

Northern  Trust  (111) 

36 

5,757 

4,710 

24.3 

3,692 

0.6 

899 

19 

456 

27.5 

605 

40.7 

Michigan  National  (Mi 

37 

5,733 

4,785 

32.7 

3,626 

1.35 

806 

58 

306 

0.2 

604 

53.2 

Valley  National  Bank8 

38 

1 ,969 

40.0 

4,087 

2. 1 

401 

989 

1,352 

73.1 

772 

43.0 

Walter  E  Heller  Intl10  [ 

39 

5,693 

4,455 

27.1 

3,386 

1.0s 

626 

68 

311 

6.2 

575 

15.4 

Natl  Bank  of  N  Amer7' 

40 

5,668 

3,977 

22.9 

2,649 

1.1 

1,336 

54 

352 

9.2 

528 

39.1 

DETROITBANK  (Mich 

41 

5,654 

4,030 

36.4 

2,937 

1.2 

682 

54 

371 

4.4 

552 

54.3 

Wachovia  (NC) 

42 

5,602 

3,936 

27.1 

3,148 

1.1 

1,182 

64 

534 

0.0 

566 

58.4 

AmeriTrust  (Ohio) 

43 

5,497 

3,619 

27.5 

3,420 

1.4 

967 

89 

873 

75.3 

756 

—73.6 

First  Pennsylvania  (Pa) 

44 

5,490 

3,425 

29.7 

2,212 

1.4 

1,266 

41 

432 

16.5 

.  523 

52.0 

National  City  (Ohio) 

45 

5,460 

3,907 

41.2 

3,228 

1.3 

917 

183 

396 

29.5 

554 

49.7 

Mercantile  Texas  (Tex) 

46 

5,222 

3,833 

27.3 

3,327 

1.0 

472 

35 

362 

17.3 

569 

39.4 

Rainier  Bancorp  (Wash! 

47 

5,002 

3,917 

29.5 

2,702 

0.9 

1,166 

84 

306 

4.5 

512 

18.7 

BancOhio  (Ohio) 

48 

4,879 

3,681 

30.2 

3,320 

0.9 

634 

37 

588 

38.0 

527 

58.2 

U  S  Bancorp  (Ore) 

49 

4,769 

3  724 

26.9 

2,879 

0.9 

844 

69 

310 

16.7 

481 

27.1 

Manufacturers  Natl  (M 

50 

4,646 

3,071 

36.7 

2,144 

1.2 

746 

60 

343 

27.6 

467 

37.8 

Mercantile  Bancorp  (M 

•  —  

Fpur-year  average  is  a  compounded  annual  rate:  1976/80.  2From  continuing  operations  after  security  gains  or  losses  excluding  gain  on  sale  of  operations  and  extraordirj 
sale  of  operations  and  extraordinary  items  'Includes  leases,  includes  guarantees.  7Companv  not  publiclv  traded:  stock  data  not  available  'Sank  onlv;  not  organized  . 
del:  deficit.    NA:  Not  available. 
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Profitability 

Growth  measures'   &  cost  measures      Stock  data 


erage  assets 

Equity  per  share 

Earnings 

per  share2 

Dividend 

Return 

Net  interest 

Overhead 

:ar 

1980  vs 

4-year 

1980  vs 

4-year 

i  oon  .... 
IvoU  vs 

4-year 

on  equity 

margin3 

times  NI 

Recent 

1 980 

P/E 

Current 

w  age 

1979 

average 

1979 

average 

1979 

average 

4-yr  avg 

1980 

1980 

price 

EPS2 

ratio 

yield 

Vo 

13.6% 

10.5% 

9.3% 

5.8% 

-7.4% 

10.3% 

15.2% 

2.86% 

5.2 

22% 

$  4.02 

5.7 

6.2% 

10.4 

12.4 

12.6 

16.1 

6.8 

15.6 

18.3 

3.45 

3.6 

27(4 

4.38 

6.2 

5.3 

17, 

14.3 

7.8 

1 1.1 

29.3 

15.2 

6.2 

12.3 

3.17 

4.0 

46% 

10.15 

4.6 

6.6 

15.7 

8.6 

8.8 

y.o 

7  n 

O  O 

o.o 

1 4.5 

3.25 

3.8 

32% 

6.87  , 

4.8 

8.3 

18.9 

10.7 

11.8 

15/1 

1  o.  4 

1  7  Q 

1  f  .o 

]  1  7 

11./ 

15.4 

2.67 

1.7 

5 1  % 

8.33 

6.2 

6.0 

19.0  . 

10.8 

11.6 

12.2 

15.2 

9.0 

16.0 

2.55 

2.5 

34% 

5.75 

6.0 

5.2 

12.2 

6.3 

9.3 

14.6 

29.5 

4.2 

12.7 

3.32 

4.5 

51% 

11.05 

4.7 

7.5 

'  14.3 

7.4 

14.0 

33.2 

55.1 

2.4 

13.1 

3.07 

3.2 

31 

7.21 

4.3 

6.0 

i 

9.9 

11.6 

12.4 

Zo.o 

o.y 

17  7 

1  /.  / 

1  A.  C 

4.86 

A  1 

4.Z 

1  71/ 

5.70 

6.5 

5.0 

12.4 

5.8 

1.1 

—  1  Z.Z 

— 4o\o 

3.  / 

inn 
1U.U 

1  77 

1  .  /  / 

7  1 

/.I 

15'/2 

1 .59 

9.7 

7  7 

/.  / 

12.2 

11.1 

12.2 

21.8 

10.3 

13.7 

16.6 

3.93 

4.3 

36 

6.55 

5.5 

5.6 

14.5 

10.5 

9.2 

14.5 

-2.2 

17.5 

15.6 

3.89 

4.9 

27 

5.33 

5.1 

7.1 

15.6 

9.3  ' 

7.6 

16.2 

1.2 

6.7 

15.2  - 

4.98 

5.9 

39  % 

6.76 

5.8 

6.1 

11.0 

9.4 

12.1 

1  Q  Q 

O  A  Q 

Z4.0 

o  n 
o.U 

i  a  n 
14. U 

1  Q  1 
O.OO 

A  1 

4. 1 

yl  7  V 
4  /  /8 

o  7n 

y.  i\j 

A  O 

4.y 

0.4 

l| 

11.7 

4.2 

3.6 

3  o  /: 

OO.D 

y.  i 

1  r 
1 .0 

7  1 

3  1 Q 

o.oo 

/l  A 

0.4 

1  73/. 
1  /v4 

1  A~7 

0.4/ 

5. 1 

5.9 

17.9 

7.7 

9.1 

15.0 

16.5 

9.8 

12.1 

3.28 

2.3 

313/4 

5.73 

5.5 

6.4 

20.1 

7.6 

10.0 

23.0 

20.2 

4.0 

12.5 

3.93 

4.1 

37t4 

8.22 

4.6 

6.6 

\ 

12.7 

10.6 

10.5 

13.8 

6.3 

13.3 

15.6 

4.09 

3.3 

31 

4.39 

7.1 

4.8 

i 

12.0 

12.9 

13.9 

1  /  .O 

1 8.4 

1  C  7 

ID./ 

1  O  1 

4.  lo 

i  n 
Z.U 

CI  1/ 
oZ/4 

Ty.oo 

y.z 

o.4 

li 

12.1 

10.6 

11.0 

ID.XJ 

O  1 

y .  i 

i  n  o 
lu.z 

1  £  /I 

4.UO 

9  7 

4.374 

7  A1 
( .4Z 

o.y 

13.5 

12.9 

12.6 

20.0 

18.8 

11.7 

15.2 

3.56 

2.4 

39  % 

4.81 

8.2 

3.6 

! 

12.7 

14.4 

15.7 

20.2 

22.1 

12.5 

18.7 

4.60 

1.9 

34 

3.48 

9.8 

2.7 

12.8 

12.6 

15.1 

19.4 

23.8 

15.3 

16.9 

4.56 

2.6 

60V2 

6.61 

9.2 

3.5 

i 

11.3 

8.4 

8.2 

o  n 

y.u 

0  A. 

— Z.o 

Ct  1 

y.o 

1  0  O 

i  z.y 

i  on 

o.yu 

■j  n 
o.U 

1/7/, 
ZO /B 

o.Uo 

A  A 

4.4 

7  /I 
/  .4 

1 

19.4 

6.2 

5.1 

o  n 
o.U 

O.Z 

o.  1 

1  z.o 

o.zy 

A  7 

4.  / 

O  ^  ]/ 
OJ  74 

7  A  O 

/  .4y 

A  7 

4.  / 



13.7 

11.9 

1 1.1 

13.6 

4.7 

12.6 

16.0 

4.78 

4.1 

2  8  V* 

4.48 

6.3 

4.5 

13.3 

11.9 

7.8 

36.0 

46.7 

8.0 

3.49 

4.9 

16.1 

10.1 

10.2 

22.1 

7.4 

10.0 

14.5 

3.78 

3.4 

15Va 

2.60 

5.9 

5.2 

5.0 

12.3 

15.2 

19.9 

C  /i 
— D.O 

117 

1Z.  f 

a  on 
4.  VU 

O.  1 

7.8 

5.3 

5.0 

o  o 
— Z.y 

— o .  U 

7  c 

y.o 

0  Q  1 

z.y  i 

C  1 

J.  1 

ZO/4 

^  & 

J.O 

7  A 

56.6 

16.9 

28.2 

30.6 

85.3 

30.4 

21.1 

3.47 

1.9 

28% 

5.15 

5.6 

4.2 

22.2 

8.8 

9.5 

11.9 

6.4 

11.5 

14.1 

3.85 

2.7 

46 

7.77 

5.9 

6.5 

9.1 

7.1 

7.9 

9.3 

19.4 

5.9 

11.6 

4.49 

4.7 

31% 

6.89 

4.5 

9.3 

23.0 

6.2 

1 1.1 

61.1 

16.6 

1  z.  ft 

J.O  / 

a  n 
4  .u 

iy  /8 

o.Zo 

A  0 
O.Z 

c  n 
J.U 

9.9 

7.3 

7.3 

4.5 

1 7.9 

8.5 

10.9 

1  111 
O.ZV 

4.5 

1  6. 

oO 

O.D  1 

5.5 

O.C5 

5.8 

13.0 

9.5 

8.0 

—9.3 

19.5 

16.6 

4.90 

4.6 

18  72 

3.98 

4.6 

6.5 

14.1 

13.1 

14.5 

26.1 

13.1 

14.3 

18.1 

5.49 

3.5 

36% 

5.26 

7.0 

4.3 

9.8 

8.6 

8.8 

11.7 

6.2 

9.2 

13.8 

4.759 

3.P 

23% 

3.61 

6.5 

5.6 

17.0 

5.7 

0.3 

10.9 

—9.4 

6.1 

3.70 

9.4 

8.5 

9.2 

8.0 

7.0 

-12.2 

13.4 

13.6 

3.43 

1  A 

3.4 

zu 

A  1  O 

A  Q 
4.8 

i  n  n 

1U.U 

12.2 

9.7 

10.6 

1 1.3 

13.7 

9.6 

13.9 

5.12 

3.3 

22% 

3.08 

7.2 

4.3 

6.0 

6.9 

5.5 

5.3 

-9.4 

11.3 

11.5 

4.55 

2.7 

30 

5.62 

5.3 

9.1 

-19.8 

-11.7 

-39.3 

P-D 

P-D 

-36.1 

-6.2 

2.46 

4% 

-9.28 

det 

0.0 

20.0 

9.2 

7.8 

4.3 

-2.9 

1 1.6 

15.6 

4.16 

2.4 

33 '/2 

5.97 

5,6 

8.2 

\ 

12.6 

13.8 

13.6 

17.5 

19.1 

11.7 

19.9 

4.71 

2.5 

26% 

2.99 

8.8 

3.8 

9.2 

11.2 

9.8 

10.7 

1.0 

18.7 

15.3 

5.27 

4.5 

25% 

4.15 

6.1 

5.4 

5.6 

3.8 

-1.1 

-22.8 

-73.3 

6.5 

8.8 

4.02 

20.5 

14 

0.99 

14.1 

5.7 

9.8 

13.6 

13.3 

15.3 

10.4 

10.4 

18.1 

5.71 

2.6 

29 

4.03 

7.2 

4.1 

L 

6.9 

8.5 

6.7 

8.5 

-15.2 

12.0 

13.8 

3.85 

4.5 

21% 

5.48 

3.9 

10.2 

9.9 

7.9 

10.4 

13.9 

17.2 

2.2 

14.8 

3.78 

2.6 

26% 

6.42 

4.2 

9.2 

b.  3Net  interest  income  on  a  tax-equivalent  basis  as  a  percentage  of  average  earning  assets.  "From  continuing  operations  betore  security  gains  or  losses  excluding  gain  on 
ing  company.    ''Bank  only.    '"Includes  the  results  of  nonbank  operations  where  applicable.    "Growth  based  on  year-end  assets.    P-D:  profit  to  deficit. 
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1981  Annual  Banking  Survey 


100  largest  bank  holding  companies:  a  statistical  profile 

  1980 'Size  measures  ($millions)  


% 

Loan 

Standby 

Long- 

domestic 

loss 

Total 

letters 

term 

Total 

Total 

Total 

dema  nd 

Total 

res  as  % 

i  nvest- 

or 

Tt»t-il 
1 1 ic a i 

,',  l,t  w 

operating 

IN  CI 

Rank 

assets 

deposits 

deposits 

loans 

ol  loans 

incnts 

ered  it 

capital 

eapita 

income 

income* 

Lompany  and  neauijui 

51 

$4,524 

$3,245 

34.6% 

$2,708 

1.1% 

$  '  742 

$64 

$280 

25.0% 

$514 

$29.4 

First  Wiseonsin  (Wise] 

52 

4,431 

3,573 

40.9 

2,069 

1.3s 

1,305 

23 

329 

25.4 

435 

38.0 

Barnett  Banks  of  Fla  (1 

53 

4,386 

3,183 

43.7 

2,599 

1.2 

441 

•  89 

359 

31.0 

453 

35.0 

Girard  (Pa) 

54 

4,341 

3,295 

47.9 

2,337 

Z.U 

/  Do 

0 A 
ZO 

Z '  O 

7  7 

40U 

77  1 

i^iiizens  ci  ^>inn  ua 

cc 

3D 

4,27 1 

2,868 

42.3 

T  07 7 

Z,U  1 1 

1  15 
1.1 

AftO 
OoZ 

67 

288 

15  4 

A  1  7 

4- 1  / 

71  7 

OZ.O 

First  Union  Bancorp 

56 

4,158 

3,243 

41.7 

2,025 

1.2 

617 

54 

273 

17.6 

378 

30.9 

Southwest  Bancshs  (T 

57 

4,063 

2,951 

33.0 

2,471 

1.1 

360 

38 

329 

23.1 

418 

32.0 

Maryland  National  (M 

58 

3,947 

3,264 

13.2 

1,993 

1.0 

588 

71 

226 

16.8 

395 

1 1.7 

Bank  of  Tokyo  Trust7 

CO 

JV 

3,919 

3,058 

35.8 

z,  UJz 

1  7 

1 .0 

/  no 

00 
zz 

0  IA 
ZoO 

1  «  7 

1  o.  / 

ZVo 

on  o 

Ftf-ct    \    i-l   <.(    ir..   Id  n  f\i 

nrsi   >  a  1 1  oiaic  ocp 

Art 

3,852 

2,6 1 8 

oz.D 

1   Ol  7 
1 ,  V  1  / 

1  C5 

1.0 

AO  0 
OLA 

3  7 

TAA 
Z*40 

7A  0 

70.7 

1  7  0 

oanv  ai  i  n-oidic     ai  i 

61 

3,621 

3,146 

29.3 

2,416 

1.1 

600 

58 

207 

30.1 

382 

17.8 

California  First  BnkM  (• 

62 

3,601 

2,705 

30.7 

2,057 

1.1 

521 

20 

404 

33.8 

396 

41.1 

First  Security  (Utah) 

63 

3,565 

2,376 

25.3 

1,451 

1.4 

1,068 

41 

271 

30.2 

351 

26.0 

Centran  (Ohio) 

o  cm 

A  A  Q 
44. v 

1   7ft  ft 
1 ,  f  ho 

1  .D 

xi 

ZUZ 

17  7 

OHO 

1  7  A 

Shawtnut  (A^ass) 

Oj 

7  1  Q/l 

z,o  f  O 

7A  7 

1 . 1 

A  AS. 
t9ttD 

333 

X7  n 

367 

34  9 

1     ri  it  I'll    I   iriimi  i   Rtllt.  i 
I    HI  U  U    VllglUld  D^ll'  \ 

66 

3,452 

2,478 

17.7 

1,992 

1.6s 

771 

33 

358 

48.3 

405 

28.2 

Industrial  National  (R) 

67 

3,435 

2,502 

30.4 

2,011 

1.1 

536 

32 

268 

32.4 

347 

20.8 

Lincoln  First  Banks  (N 

68 

3,431 

2,603 

26.1 

1,682 

1.3 

901 

23 

257 

13.3 

340 

28.6 

Society  (Ohio) 

69 

7  AC\A 

0  A 1  ft 

77  A 

<D  f  .4 

1  ft/V^ 
1 ,  (SCO 

1  .D 

^AO 

17 

Af 

0  AA 
ZfH 

iv.j 

3 1  n 

Z.O.O 
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70 
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0 
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0  70 
z  /  y 

1  ^  ^ 
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71 

3,316 

2,451 

38.6 

1,731 

1.7s 

386 

65 

232 

31.7 

336 

14.2 

Fidelcor  (Pa) 

72 

3,312 

2,863 

39.0 

1,609 

1.1 

845 

14 

242 

16.2 

326 

29.8 

Sun  Banks  of  Florida  (I 

73 

3,282 

2,270 

35.8 

1,856 

1.7s 

519 

24 

280 

37.1 

388 

28.2 

First  Union  (NC) 

74 

3  259 

2  559 

38  2 

1  707 

1  3 

656 

49 

240 

14  9 

265 

23  4 

FlUCllly   V_  (11(111  U11CU  11 

75 

3  207 

2  717 

32  1 

1  706 

1  0 

873 

30 

215 

119 

3f)7 

OU ' 

ZD.J 

76 

3,175 

2,331 

46.6 

1,762s 

1.1s  ' 

383 

59 

201 

25.7 

330 

21.4 

CBT  (Conn) 

77 

3,149 

2,501 

40.6 

1,539 

1.0 

469 

54 

182 

3.1 

289 

24.3 

Riggs  Natl  Bank8  (DC) 

78 

3,147 

2,292 

57.0 

1,563 

1.5 

288 

21 

254 

31.8 

331 

24.0 

First  Atlanta  (Ga) 

79 

3  112 

2  196 

ou.o 

1  AXA 

0  3 

^  30 

ao 

1  XI 
ZjZ 

1  0  A 

7  7il 

ooo 

37  7 

Trust  Co  of  Georgia  (G 

80 

3  nno 

l  urn 
1 ,  vuz 

4  7  1 

f  /  ,  1 

l ,  1  Zo 

1  o 

1  .V 

£71 

4  I 

T  1  X 
ZlO 

317 

ol/ 

7 1  a 

Z  l.o 

otaie  oireei  Dusion  ^jvi. 

81 

2,916 

2,267 

36.2 

1..529 

1.4s 

610 

17 

246 

27.6 

298 

23.7 

First  Tennessee  Natl  (T 

82 

2,890 

2,221 

33.6 

1,403 

1.5 

420 

58 

201 

30.0 

353 

21.4 

New  Eng  Merchants  (A* 

83 

2,863 

2,087 

25.6 

1,517 

0.9 

799 

58 

162 

23.7 

290 

9.6 

Equimark  (Pa) 

84 

2  855 

2  469 

4 1  0 

1  744 

1 .0 

^d.7 
040 

ftA 

171 
Zol 

11  A 
zz.o 

10  A 
ZV4 

77  7 

O  1  -O 

Allied  Bancshares  (Tex 

85 

2  831 

2  133 

32  1 

l  ^  1 7 

1  0 
1  z 

1  z.  / 

0  77 

00  ft 
zz.o 

Huntington  Bancshs  (C 

86 

2,824 

2,321 

30.3 

1,568 

1.2 

705 

24 

239 

15.0 

300 

33.4 

Banc  One  (Ohio) 

87 

2,765 

2,235 

39.1 

1,450 

1.4 

605 

30 

234 

7.2 

279 

25.0 

Commerce  Bancshares 

88 

2,753 

2,209 

56.9 

1,374 

1.2 

326 

60 

134 

26.6 

245 

13.8 

Hartford  National  (Con 

89 

2  752 

1  944 

36  0 

AT 
OZ 

1C  1 

ZVD 

ou.y 

Provident  National  (Pa 

90 

2,740 

2  076 

45  0 

1  520 

436 

C7 

zi  j 

OA  W 
ZO.O 

0tt7 
LtSf 

OA  0 
Z*+.Z 

r   n  It  <><1  R-inLe  nf  (  nla  I 

91 

2,739 

2,138 

39.9 

1,593 

1.6s 

608 

23 

255 

22.4 

282 

28.3 

Alabama  Bancorp  (Ala) 

92 

2,714 

2,156 

28.2 

1,467 

1.1s 

399 

49 

176 

4.7 

273 

24.4 

American  Security  (DC 

93 

2,709 

2,344 

29.5 

1,786 

1.1 

361 

24 

144 

5.2 

301 

14.8 

Lloyds  Bank  Calif""  (C 

94 

2,704 

2,172 

36.4 

1518 

0Q 

7  37 

ZO  / 

XX  ^ 

O.J.  ? 

Zoo 

7  3  4 

Viroinia  V  it]  Rlschc  t\! ' 
V  lrglllld  .  >  .1 1 1  DKslls  [  > 

95 

2,657 

1,7Z3 

30.7 

1,384 

1.3 

392 

17 

170 

6.1 

293 

19.1 

American  Fletcher  (Ind 

96 

2,630 

2,061 

32.2 

988 

1.4 

557 

9 

153 

20.2 

"281 

24.1 

Banco  Popular"  (PR) 

97 

2,628 

2,066 

40.7 

1,476 

1.0 

451 

21 

171 

29.3 

237 

14.9 

United  Jersey  Banks  (N 

98 

2,527 

2,097 

36.7 

1,299 

1.6 

719 

10 

224 

23.8 

196 

16.5 

Key  Banks  (NY) 

99 

2,526 

2,010 

28.8 

1,443 

1.2 

515 

14 

204 

24.8 

257 

22.2 

Dominion  Bankshares 

100 

2,499 

1,957 

53.4 

1,398 

1.1s 

291 

93 

191 

21.7 

270 

21.0 

first  Natl  Bancorp  (Col 

32.1 

1.2 

24.9 

MEDIANS 

Four-year  average  is  a  compounded  annual  rate:  1976/80.  Trom  continuing  operations  after  security  gains  or  losses  excluding  gain  on  sale  of  operations  and  extraordin 
sale  ot  operations  and  extraordinary  items,  includes  leases.  'Includes  guarantees.  7Companv  not  publicly  traded:  stock  data  not  available  "Bank  onlv;  not  organized ; 
del:  deficit.    NA.  Not  available 
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FORBES,  APRIL  1^ 


Profitability 

Growth  measures1      &  cost  measures      Stock  data 


/erage  assets 

Equity  per  share 

Earnings  per  share2 

Dividend 

Return 

Net  interest  Overhead 

ear 

1980  vs 

4-year 

1980  vs 

4-year 

1980  vs 

4-year 

on  equity 

margin3      times  NI 

Recent 

1980 

P/E 

Current 

"  rage 


1979 

average 

1979 

average 

1979 

average 

4-yr  avg 

1980 

1980 

price 

EPS2 

ratio 

yield 

-1.0% 

5.5% 

5.2% 

23.4% 

33.8% 

1 .  /  /o 

1 1  10/ 

3.53% 

4.3 

3 1 

S7.09 

4.4 

6. 1% 

15.9 

9.9 

12.8 

28.5 

20.4 

11.2 

14.1 

5.90 

4.4 

32% 

4.42 

7.4 

3.7 

-0.4 

8.1 

8.4 

366 

3.6 

5.0 

13.9 

4.54 

3  5 

24% 

6.30 

3.9  ■ 

„  9.1 

(| 

12.5 

5.8 

13.4 

25.2 

55.7 

-11.4 

7.4 

5.77 

4.8 

8% 

1.23 

7.0 

4'.6 

7.2 

8.2 

8.7 

9.1 

10.1 

6.9 

13.3 

4.28 

3.3 

20% 

4.37 

4.7 

7.7 

I] 

15.5 

8.8 

9.4 

12.6 

21.9 

lo.j 

4.80 

3.1 

37 

A  C  1 
4.31 

O.J. 

Ml 

10.6 

9.5 

10.6 

17.6 

22.6 

6.9 

13.0 

5.37 

4.1 

21»/4 

4.28 

5.0 

4.7 

•  21.6 

8.1 

6.9 

4.8 

-11.0 

— 

8.1 

NA 

2.3 

— 







M 

6.8 

3.3 

-2.3 

14.1 

14.9 

2.4 

11.7 

4.19 

4.0 

21% 

5.09 

4.2 

10.3 

il 



9.7 

8.2 

5.9 

61.1 

-13.5 

8.1 

9.2 

3.98 

6.5 

26% 

3.64 

7.3 

4.5 

1 1.2 

10.1 

9.0 

14.7 

—9.4 

1  A  O 

1  A  ^ 

441 

6.5 

1  AVu 

5  17 
O.  J  / 

A  7 

7  1 

2.6 

12.4 

11.3 

10.7 

7.1 

8.3 

17.2 

5.26 

3.0 

26'/2 

3.18 

8.3 

3.8 

10.8 

7.4 

8.3 

9.9 

7.4 

7.8 

12.7 

3.70 

3.6 

24  V* 

6.21 

3.9 

10.6 

9.5 

6.3 

7.4 

29.7 

12.9 

14.0 

8.4 

4.67 

6.6 

24% 

4.47 

5.5 

6.1 

i| 

4  

6.3 

10.1 

12.2 

22.7 

19.2 

9.3 

14.7 

5.53 

3.8 

32% 

5.83 

5.6 

6.2 

9.7 

8.9 

10.4 

19.7 

16.6 

7  ^ 

1  D.U 

4.14 

3.4 

11 

A  ^7 

•4-.  j  / 

A  fi 

o.U 

2.6 

4.6 

3.8 

9.8 

-11.5 

1.6 

11.1 

4.74 

6.8 

26 

4.30 

6.0 

7.7 

14.9 

7.0 

8.4 

8.4 

-2.0 

12.6 

13.1 

4.47 

3.6 

18'/2 

3.90 

4.7 

7.8 

12.5 

5.3 

6.6 

36.5 

11.3 

4.2 

15.4 

5.59 

3.7 

30Vi 

8.68 

3.5 

8.3 

11.5 

10.5 

11.5 

15.9 

17.5 

16.2 

14.5 

5.07 

3.0 

34'/2 

4.56 

7.6 

3.8 

0.8 

0.4 

10.1 

-5.0 

188.9 

K  C 
-JJ,J 

Z.O 

4.15 

8.2 

1  J  /8 

Z.JH 

A  7 

5  1 
o.l 

23.5 

7.4 

9.0 

38.2 

24.8 

8.1 

12.0 

5.57 

4.4 

18'/8 

2.52 

7.2 

4.9 

13.2 

9.4 

12.4 

35.3 

14.7 

4.4 

14.7 

4.60 

4.5 

19'/2 

3.89 

5.0 

5.3 

22.6 

6.4 

6.9 

6.6 

4.3 

3.9 

11.9 

5.47 

4.1 

28 

6.12 

4.6 

10.0 



7.6 

8.5 

11.6 

25.0 

19.0 

6.0 

13.1 

5.89 

4.4 

37 

8.82 

4.2 

8.1 

10.9 

7.0 

8.1 

25.5 

16.9 

A  7 

1  Z.J 

5.27 

5.2 

Zo  /4 

5  OA 

J.7D 

A  7 

7 1 

15.1 

8.3 

9.5 

16.9 

12.0 

7.2 

13.7 

4.91 

2.9 

61'/2 

8.13 

7.6 

4.9 

2.0 

7.3 

10.8 

18.9 

31.0 

4.2 

12.3 

6.88  < 

5.2 

22  Vt 

3.38 

6.5 

5.1 

. 

7.2 

11.2 

15.6 

35.7 

28.3 

9.5 

16.9 

7.07 

3.6 

26% 

3.49 

7.7 

3  9 

16.8 

8.1 

16.7 

32.6 

37.6 

-3.3 

9.7 

4.68 

5.3 

41 

9.33 

4.4 

5.9 

1 
1 

1 1.1 

9.3 

9.2 

27.6 

7.9 

1  A  ^ 
1  O.J 

1 1  7 
1  j.  / 

5.47 

4.1 

1  T  1/. 

1  Z  /4 

9  ah 

z.  ou 

4  7 

7  5 

17.8 

9.8 

11.6 

19.0 

22.1 

5.9 

15.4 

4.26 

4.0 

32% 

6.85 

4.7 

6.5 

6.8 

1.0 

1.2 

-2.1 

19.2 

2.2 

9.1 

2.64 

6.9 

9 

1.80 

5.0 

10.7 

1 

28.5 

18.5 

21.1 

24.2 

27.3 

25.9 

23.6 

6.13 

1.9 

37Vs 

3.36 

11.0 

2.4 

I 

6.9 

10.2 

10.7 

17.5 

7.6 

7.8 

14.7 

5.04 

3.7 

27'A 

6.83 

4.0 

7.3 

13.3 

11.7 

1 1.7 

14.3 

10.4 

1  'X  A 
1  j.4 

1  7  A 

5.85 

2.7 

JJ  /4 

4  76 

7  0 

5  4 

9.8 

8.4 

9.2 

14.2 

18.8 

8.9 

13.0 

5.51 

3.1 

24% 

5.62 

4.4 

6.8 

-2.0 

8.3 

9.9 

35.0 

47.4 

4.8 

10.3 

4.56 

6.2 

23'/s 

4.85 

4.8 

6.9 

10.6 

8.4 

9.1 

49.3 

35.9 

6.9 

12.0 

4.45 

2.7 

34% 

6.81 

5.0 

7.6 

11.6 

9.4 

11.3 

15.1 

8.2 

8.4 

15.4 

6.40 

4.2 

37% 

5.12 

7.3 

4.5 

8.1 

9.8 

10  1 

13  3 

12  2 

A  1 

ib.o 

5.70 

3.2 

ZZ/4 

3  85 

A  I 

14.1 

9.7 

10.6 

10.8 

12.2 

4.8 

15.2 

4.21 

2.1 

44% 

6.62 

6.8 

5.4 

12.2 

12.9 

9.0 

34.7 

-1.3 

11.6 

5  30 

7.0 

2.5 

9.1 

7  A 

1  1  0 
1  z.v 

A  3 
— *f  .0 

7  0 

1  £  0 

1  O.U 

6.15 

5.5 

1  A  Va 

14-/8 

Z.7J 

c  1 

0. 1 

6.4 

9.3 

9.6 

26.6 

0.0 

1.7 

13.4 

3.50 

4.0 

17% 

4.16 

4.1 

7.2 

i  j 

6.4" 

9.4 

8.6 

29.5 

29.0 

8.7 

15.9 

5.589 

4.3 

23'A 

7.82 

3.0 

6.9 

"S.i  . 

5.7 

7.0 

14.8 

12.1 

0.9 

11.9 

3.91 

5.1 

13 

2.69 

4.8 

8.8 

5.6 

4.2 

-10.1 

7:3 

10.9 

4.7 

13.1 

5.38 

4.2 

13'/8 

3.36 

3.9 

9.1 

8.2 

3.4 

8.6 

7.9 

-2.7 

12.8 

14.4 

5.13 

4.1 

14 'A 

2.49 

5.7 

7.0 

4.2 

9.9 

10.9 

16.6 

26.7 

7.6 

14.4 

6.77 

4.9 

22'/2 

4.18 

5.4 

5.3 

11.4 

8.9 

9.5 

15.2 

12.1 

8.4 

13.8 

4.49 

4.0 

5.5 

6.2 

s. 

'Net  interest  income  on  a 

tax-equivalent  b; 

ISIS  .IS  .1 

percentage  ot 

lverage  earning  assets.  4F 

"orn  continuing  1 

•Derations 

before  security  gains  or  1 

jsses  excluding  gain  on 

ling  company 

"!$ank  only. 

'"Includes  the  results  of 

nonbank  operations  where  applicable. 

1  "Growth  based 

on  year-end  assets. 

P-D:  profit  to 

delicit. 

I,  APRIL  13,  1981 
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The  50  largest  trust  operations 


It  was  a  great  year  for  the  stock  market  and,  accordingly,  for 
most  of  the  nation's  biggest  bank  trust  departments.  The  50 
giants  below  managed  some  $374  billion  in  1980, vs.  $327 
billion  in  1979.  J.P.  Morgan,  biggest  of  the  big,  as  usual, 
ended  the  year  with  a  1 9%  gain  in  assets  under  management. 

 Trust  department  revenues— 

 Market  value   %  %  of 


of  trust  assets* 

change 

total 

1980 

1980 

%  increase 

total 

irom 

operating 

rank 

Company 

(millions) 

over  1979 

(thousands) 

1979 

revenues 

I 

TP  Mnroan 

$36  1 19 

18.9% 

$147,627 

15.3% 

2.9% 

2 

f^itipnm 

26,317 

3.4 

109,310 

23.9 

0.8 

3 

/Vlafiiifapturprs  Hanovpr 

18  285 

7.8 

64,138 

14.4 

1:2 

4 

Rtnvf rk  True* 

17,686 

22.3 

63,368 

3.7 

1.7 

5 

Mellon  National 

12,634 

2.5 

28,250 

15.6 

1.8 

6 

Harris  Bankcorp 

12,499 

7.4 

38,837 

14.5 

5.4 

7 

Chase  Manhattan 

11  198 

19.2 

73,690 

17.7 

0.9 

8 

PrnviHpnt  NJaMnnnl 

1  Mm  IULIH  liailvlldl 

10,440 

40.3 

26,376 

29.7 

8.9 

9 

US  Trust 

9^650 

0.4 

52,304 

6.5 

23.4 

10 

First  Chicago 

9,594 

9.8 

44,211 

22.2 

1.3 

11 

Continental  Illinois 

9,455 

23.7 

44,809 

19.7 

1.0 

12 

BankAmcncu 

9,269 

31.6 

60,520 

11.1 

0.5 

13 

Wells  Fargo 

9,175 

28.3 

28,928 

1 1.0 

1.1 

14 

Northern  Trust 

9,147 

17.3 

48,844 

16.5 

7.9 

15 

Chemical  New  York 

9,094 

10.9 

49,811 

13.0 

1.2 

16 

w*estern  Bancorp 

8,656 

3.9 

44,190 

15.2 

1.3 

17 

Wilmington  Trust 

8,439 

25.4 

12,315 

20.0 

8.4 

18 

Crocker  National 

8,295 

38.6 

31,359 

28.6 

1.6 

19 

First  Bank  System 

8,279 

10.9 

33,182 

15.4 

2.5 

20 

First  National  Boston 

7,830 

26.0 

40,577 

18.5 

1.7 

21 

National  Detroit 

6,669 

-10.5 

27,874 

12.6 

2.7 

22 

Bank  of  New  York 

6,643 

17.9 

71,383 

38.3 

6.5 

23 

AmeriTrust 

6,180 

1 7.5 

27,003 

14.7 

4.8 

24 

Fiduciary  Trust  Co  of  NY 

5,794 

20.4 

16,151 

-1.4 

67.3 

25 

Capital  Guardian  Trust 

5,647 

25.5 

NA 

NA 

NA 

26 

First  International  Bancshares 

5,318 

38.0 

18,766 

16.2 

1.4 

27 

First  Union  Bancorp 

5,202 

16.4 

16,610 

12.4 

4.0 

28 

Northwest  Bancorporation 

5,081 

12.6 

26  915 

10.4 

1.8 

29 

Girard 

4,800 

14.3 

21,155 

14.0 

4.7 

30 

Security  Pacific 

4,243 

7.4 

32,452 

8.1 

1.0 

31 

Republic  of  Texas 

4,215 

12.6 

20,140 

14.4 

1.6 

32 

American  Natl  (Chicago) 

4,149 

44.3 

10  622 

12.4 

4.0 

33 

National  City  Corp 

4,1 17 

17.4 

14,548 

12.5 

2.8 

34 

First  City  Bancorp 

4,108 

37.9 

13  756 

24.8 

1.3 

35 

Irving  Bank  Corp 

3,510 

7.5 

24,863 

6.0 

1.4 

36 

State  Street  Boston  Corp 

3  467 

32.6 

98  716 

3D  8 

37 

Boatmen's  Bancshares 

3,298 

20.6 

6  264 

12.4 

3  4 

38 

Citizens  &  Southern  Ga 

3  246 

16.8 

9  728 

4  Q 

9  1 

39 

DETROITBANK 

3,212 

7.7 

1  ^  498 

9D  3 

9  O 

40 

First  Wisconsin  Corp 

3,166 

13.3 

13,375 

18.6 

2.6 

41 

First  Pennsylvania 

3,158 

1.9 

16,603 

13.1 

2.2 

42 

Marine  Midland 

3,106 

11.8 

18,885 

3.8 

1.0 

43 

Trust  Co  of  Georgia 

3,093 

7.6 

15,795 

13.4 

4.7 

44 

Mercantile  Bancorp 

3,093 

16.0 

10,899 

11.3 

2.3 

45 

Wachovia  Corp 

3,083 

0.7 

17,791 

13.1 

3.2 

46 

Tex  Commerce  Bancshares 

2,940 

52.4 

13,602 

11.9 

1.3 

47 

Mercantile  Bankshares 

2,909 

12.6 

15,127- 

16.3 

10.6 

48 

Pittsburgh  Natl  Corp 

2,876 

12.0 

17,737 

9.0 

2.8 

49 

American  Fletcher  Corp 

2,823 

9.3 

7,705 

21.1 

2.6 

50 

Hartford  National 

2,822 

18.8 

14,656 

18.3 

6.0 

•Includes  accounts  over  which  the  bank  exercises  investment  discretion.    NA:  Not  available. 


ment  trusts  nearly  wiped  out  dozen 
banks  Manufacturers  Hanover  has  b 
bracing  for  it.  "We  increased  our  resJ 
for  possible  loan  losses  by  $28  mill 
last  year,  to  a  record  $272  million,"  i 
McGillicuddy.  "Moreover,  the  cha 
offs  of  $59  million  last  year,  up  from 
million  the  year  before,  reflect  our  re< 
nition  of  all  known  problem  credits, 
enter  1981  with  a  clean  slate." 

Not  every  bank  can  say  the  same.  L 
loss  ratios  (see  tables,  pp.  136-139)  h 
kept  pace  with  neither  the  rising  do 
volume  of  loans  outstanding  nor  the 
clining  cash  positions  of  so  many  of 
banks'  corporate  borrowers.  If  Mai 
Hanny  with  its  "clean  slate"  exp« 
loan  losses  to  hurt  operating  profits 
seems  reasonable  to  suppose  a  g 
many  other  banks  will  suffer,  too. 

Analyst  Charles  Lott,  one  of  the  o 
mists  about  bank  stock  prospects,  c 
cedes  that  loan  losses  will  increase  i 
year.  He  estimates  they  will  rise  fr 
0.35%  of  loans  outstanding  last  yeai 
between  0.40%  and  0.45%.  (In  1975 
figure  was  0.65%.)  But  Lott  points 
that  banks  will  be  earning  more  fr 
their  larger  loan  portfolios.  Earni 
gains  in  the  5%-to-8%  range,  he  thir 
would  be  more  than  enough  to  offset 
larger  loan  losses  he  foresees.  And  to 
extent  that  bank  earnings  are  be 
squeezed  by  high  interest  rates,  they  v 
get  some  relief  as  interest  rates  declin 

But  such  flat  predictions  are  dangen 
at  a  time  when  the  Fed's  policy  is  "wa 
the  money  supply,  interest  rates 
damned.  "Thispolicy  virtuallyguarant 
wildly  fluctuating  interest  rates.  First  ] 
tional  Bank  of  Chicago  and  First  Penn; 
vania  Bank  got  into  trouble  when  tl 
borrowed  short  and  lent  long — this  \ 
late  1979  and  1980,  respectively,  wr 
interest  rates  were  generally  rising.  Th; 
why  you  hear  a  lot  of  bankers  talking  th 
days  about  "funds  management"  or  ' 
terest-rate  sensitivity  management." 
jargon  for  a  piece  of  common  sens 
paying  close  attention  to  the  rates  £ 
maturities  of  the  money  they  borrow  £ 
the  rates  and  maturities  of  the  loans  ti 
extend.  It's  a  delicate  art  these  days. 

A  lot  of  bank  stock  analysts  think  t 
the  more  closely  banks  watch  th 
things  the  less  chance  there  will  be  fc 
costly  mismatch.  That's  not  necessai 
so,  says  Donald  B.  Riefler,  chairman 
Morgan  Guaranty's  sources  and  uses 
funds  committee.  "Programs  to  mat 
assets  and  liabilities  must  leave  so: 
room  for  risk  taking,"  he  says.  "Oth 
wise,  pure  balancing  of  assets  and  liab 
ties  limits  the  earnings  potential  as  w 
as  the  loss  potential." 

You  can  expect  the  banks  to  do  th 
damnedest  to  avoid  mismatches  of 
sets  and  liabilities  over  the  long  ter 
but,  as  Riefler  insists,  don't  expect  ba 
earnings  to  be  bombproof  from  quarter 
quarter.  Especially  this  year.  ■ 
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Swiss  Bank  Corporation: 


Tfour  key  to  foreign  exchange 
and  money  markets. 


do 


( 


Swiss  Bank  Corporation's  corporate 
advisory  team  is  an  invaluable  tool  for  the 
J  American  business  community. 

With  a  coordinated,  broadbase 
!  knowledge  of  international  business,  this 
I  special  team  of  seasoned  experts  not  only 
t  remains  in  constant  touch  with  market 
makers  throughout  the  world,  but  also 
with  each  other.  So,  when  you  deal  with 
|  any  individual  member  of  the  team,  you're 
.  dealing  with  a  bank  whose  prestigious  im- 
age, professional  services  and  worldwide 
leadership  have  been  revered  since  1872. 

Foreign  exchange,  a  key  service  of 
our  corporate  advisory,  is  hardly  foreign 
jto  Swiss  Bank  Corporation.  As  a  recog- 
nized leader  in  the  volatile  world  of 
foreign  exchange,  our  foreign  exchange 
[experts  provide  very  helpful  forecasting 
as  well  as  competitive  rates.  And  with  a 


Main  Office  U.S.A.:  New  York,  Four  World  Trade  Center.  10048, 
212/938-3500. 

Branches:  Chicago,  150  S.  Wacker  Drive,  60606,  312/346-0350  and 
San  Francisco,  120  Montgomery  St.,  94104,  415/434-2640. 
Agency:  Atlanta,  235  Peachtree  St:,  N.E.,  30303,  404/522-1600. 
Representative  Offices:  Houston,  One  Allen  Center,  77002, 
713/658-0561,  Los  Angeles,  800  W.  Sixth  St.,  90017,  213/489-5900 


worldwide  network  of  offices,  we  are  in 
touch  with  all  markets  around  the  clock. 

In  addition  to  foreign  exchange,  our 
corporate  advisory  team  can  help  your 
company  with  other  key  investment 
alternatives  such  as  commercial  paper, 
domestic  and  offshore  certificates  of 
deposit  as  well  as  precious  metals. 

For  over  40  years,  we  have  been  com- 
mitted to  serving  the  American  business 
community.  Our  offices  in  New  York,  Los 
Angeles,  San  Francisco,  Chicago,  Atlanta 
and  Houston  have  950  dedicated  profes- 
sionals ready  to  meet  your  banking  needs. 

So,  if  your  company  could  benefit 
from  the  worldwide  expertise  of  a  sea- 
soned, innovative  corporate  advisory 
team,  consider  Swiss  Bank  Corporation. 
Our  keys  have  been  opening  financial 
doors  around  the  world  since  1872. 


Swiss  Bank  Corporation 


1981  Annual  Banking  Survey 


If  they  tried  to  mark  their  portfolios  to  market,  it  seems  as  if  the 
would  hardly  be  a  solvent  savings  and  loan  in  the  country. 


Who  will  clean 
up  the  mess? 


AN  EDUCATED  CONSUMER  IS  OUr 
best  customer."  So  goes  the  ad- 
vertising for  a  large  New  York  dis- 
count clothing  chain.  You  won't  hear  the 
thrifts  talking  that  way.  Educated  con- 
sumers are  their  downfall.  It's  not  that 
the  thrifts  were  actively  cheating  any- 
one. It's  simply  that  they  were  the  most 


convenient  way  for  the  ordinary  Ameri- 
can to  save  and  the  thrifts  didn't  have  to 
pay  more  than  6% — no  matter  how  high 
market  rates  were — because  that  was  the 
maximum  the  law  permitted  them  to 
pay.  The  law,  in  its  lack  of  wisdom, 
wanted  to  make  sure  the  thrifts  had  plen- 
ty of  low-cost  money  to  lend  to  prospec- 


tive home  buyers.  If  the  saver  was  bi 
shortchanged,  our  lawmakers  di| 
seem  to  care.  The  silly  situation  wo* 
as  long  as  the  average  saver  ei\ 
couldn't  get  a  better  rate  or  didn't  kij 
how  to  go  about  it.  But  now  the  consi 
eris  educated.  Thanks  to  the  money  a 
ket  funds  and  widespread  advertisin 


The  25  largest  savings  and  loan  associations 


Margins  are  under  intense  pressure:  The  more  they 
lend,  it  seems,  the  more  they  lose.  No  surprise,  then, 


that  many  savings  and  loan  institutions  are  in  the  red — 
or  headed  there — for  the  first  time  in  history. 


1980  size  measures  ($  millions) 


Advances 


Total 

Savings 

Loans 

Investment 

from 

Total 

Net 

Rank 

assets 

accounts 

receivable 

securities 

FHLB 

revenues 

income 

Company  (location) 

1 

$13,110 

$10,072 

$11,391 

$  216 

$1,343 

$1,371 

$48.1 

H  F  Ahmanson  (Cal) 

2 

10,253 

7,774 

8,573 

1,324 

1,055 

997 

39.2 

Great  Western  Financial  (Call 

3 

9,676 

7,211 

8,841 

516 

673 

955 

39.2 

First  Charter  Financial  (Cal) 

4 

7,347 

5,481 

6,155 

711 

821 

714 

40.7 

Imperial  Corp  of  America  (Cj 

5 

6,397 

4,612 

5,474 

575 

684 

575 

6.2 

California  Federal  S&L2  (Cal)] 

6 

5,579 

3,418 

4,017 

1,268 

791 

485 

38.1 

Golden  West  Financial  (Cal) 

7 

5,006 

3,740 

4,160 

550 

519 

471 

20.1 

Glendale  Federal  S&L2  (Cal) 

8 

4,431 

2,972 

4,021 

160 

786 

458 

26.7 

Home  Federal  S&L2  (Cal) 

9 

4,295 

3,017 

3,934 

221 

771 

426 

-7.9 

Gibraltar  Financial  (Cal) 

10 

3,687 

3,074 

3,243 

262 

338 

329 

6.8 

First  Fed  S&L  of  Detroit2  (Mil 

11 

3,467 

2,662 

2,332 

241 

341 

307 

-6.9 

Talman  Home  Federal  S&L2 1 

12 

3,395 

2,693 

2,660 

462 

212 

270 

3.2 

First  Federal  S&L  Chicago2' 3' 

13 

3,317 

2,939 

2,898 

53 

167 

288 

4.8 

Standard  Federal  S&L2  (Mich] 

14 

3,021 

2,211 

2,633 

260 

260 

295 

5.0 

Coast  Federal  S&L2  (Cal) 

15 

3,018 

2,276 

2,672 

200 

420 

274 

4.4 

Allstate  S&L"  (Cal) 

16 

2,900 

2,194 

2,500 

127 

270 

296 

24.9 

United  Financial  of  Calif5  (Ca 

17 

2,854 

2,213 

2,517 

250 

321 

291 

9.4 

AmeriFirst  Federal  S&L2  (Flaj 

18 

2,853 

1,657 

2,597 

60 

976 

282 

-1.4 

Fidelity  Financial  (Cal) 

19 

2,615 

2,107 

2,126 

415 

177 

207 

-26.2 

West  Side  Federal  S&L  2'3  (N1 

20 

2,492 

1,974 

2,260 

141 

269 

230 

9.8 

First  Federal  S&L  Broward  2'3' 

21 

2,474 

1,906 

2,194 

157 

350 

225 

1.9 

Twin  City  Federal  S&L2  (Min 

22 

2,456 

1,856 

2,157 

89 

292 

264 

9.4 

San  Diego  Federal  S&L2'3  (Cal 

23 

2,362 

2,003 

2,149 

32 

154 

228 

2.9 

Financial  Federation  (Cal) 

24 

2,337 

1,746 

1,990 

207 

218 

220 

3.3 

City  Federal  S&L  (NJ) 

25 

2,297 

1,793 

1,949 

180 

234 

1756 

12. 56 

Community  Federal  S&L2'3  (I 

•Four-year  average  is  a  compounded  annual  rate:  1976/1980.    2Mutual  savings  and  loan  association    3Based  on  data  from  the  Federal  Home  Loan  Bank.    'Subsidiary  of  S 
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lgs  certificates,  the  public  knows  ax- 
where  to  go  to  get  15%  or  better.  So, 
are  the  thrifts  sitting  with  all  those 
•term  mortgages  at  10%  and  less  and 
ring  them  with  15%  money, 
le  numbers  themselves  tell  a  stag- 
lg  story.  As  recently  as  late  1978, 
lgs  and  loans  bulged  with  $365  bil- 
in  passbook  and  time  deposits  car- 
*  the  lowest  interest  rates — general- 
tying  5.5%  but  going  as  high  as  8%. 
e  then  more  than  a  quarter  of  a 
on  dollars  in  these  funds  have  run 
leaving  the  S&Ls  with  only  $105 
hi  in  low-interest  deposits.  To  re- 
I  the  lost  deposits,  the  S&Ls  have 
to  pay  between  13%  and  15%  on 
ly  $300  billion  in  certificates.  The 
h  part  is  that  many  of  the  certifi- 
holders  are  former  depositors  who 
Id  no  longer  accept  minimal  returns, 
net  interest  cost  to  the  S&Ls  of  the 
ge  in  asset  mix  will  be  close  to  $25 
in  this  year. 

iie  of  the  early  financial  crises  the 
an  Administration  may  have  to  face 
involve  the  thrifts. 
ie  depositors,  happily,  aren't  likely  to 
lurt.  The  Federal  Savings  &.  Loan 


Insurance  Corp.  and  the  Federal  Home 
Loan  Bank  Board  will  both  see  to  that. 
However,  a  large  number  of  the  savings 
institutions  themselves  will  disappear 
into  the  merger  with  stronger  thrifts.  The 
Reagan  Administration,  which  wants  no 
more  Chrysler-type  bailouts,  will  also  in- 
sist on  protecting  them. 

Most  of  the  thrift  industry  is  now  in 
the  red — paying  out  more  in  interest  and 
expenses  than  it  is  taking  in.  Inevitably 
the  weaker  ones  will  fail  and  the  federal 
authorities  will  force  them  to  merge 
with  stronger  units — on  terms  that  can 
only  be  favorable  to  the  stronger  units. 

The  wait,  however,  for  the  emergence 
of  fewer  but  stronger  units  may  wind  up 
being  a  long  one. 

The  moral  of  the  story  is  that  lending 
long  and  borrowing  short  is  a  very  dan- 
gerous practice,  especially  in  inflationary 
times.  And  yet,  that,  in  effect,  is  what 
the  thrift  industry  is  all  about:  borrowing 
short,  lending  long. 

There  is  one  ray  of  light.  Unlike  steel 
mills  or  other  brick-and-mortar  invest- 
ments, home  mortgage  portfolios  are  self- 
liquidating.  Every  monthly  payment  con- 
sists of  some  interest  and  amortization.  If 


it  can  hang  on  long  enough  a  thrift  can 
replace  its  cheap  mortgages  with  more 
expensive  ones.  Somewhere  along  the 
line,  the  spread  between  the  cost  of  bor- 
rowed money  and  what  it  can  earn  will 
come  back  into  balance.  That's  why  there 
is  some  bargain-hunting  going  on  now 
among  the  publicly  owned  thrifts  by  peo- 
ple who  can  afford  to  wait  for  the  payoff. 
There  is  this  attraction  for  them:  Nearly 
all  the  publicly  owned  thrifts  now  sell  at 
about  55%  to  60%  of  book  value,  a  bigger 
discount  than  the  usual  75%  of  book. 

That's  the  positive  side:  hope  for  an 
eventual  turnaround  and  currently  de- 
pressed stock  prices.  The  negative  side, 
however,  is  this:  If  you  had  to  sell  those 
low-interest,  long-term  mortgages  on  the 
open  market,  there  would  hardly  be  a 
single  thrift  institution  in  the  U.S.  that 
would  be  solvent. 

For  a  generation,  the  thrifty  of  this 
country  have  been  subsidizing  home  and 
property  owners.  That  game  is  now  over. 
The  thrift  industry  is  left  to  clean  up  the 
mess.  Meanwhile,  who  will  finance  a 
revival  of  home-building?  That's  a  good 
question.  So  far  there  haven't  been  any 
good  answers. — Ben  Weberman 


Growth  measures1 


1980 


e  Assets 

Savings 

Net  income 

Revenues 

Yield  on 

1980  vs 

4-year 

1980  vs 

4-year 

1980  vs 

4-year 

1980  vs 

earnings 

Cost 

1979 

average 

1979 

average 

1979 

average 

1979 

assets 

of  funds 

Spread 

8.0% 

11.1% 

7.7% 

-8.4% 

-59.0% 

18.9% 

13.2% 

10.77% 

10.13% 

0.64% 

8.4 

10.6 

5.3 

-5.6 

-57.9 

20.2 

13.5 

10.83 

10.14 

0.69 

1.3 

9.4 

-0.7 

-13.9 

-56.8 

18.8 

12.9 

10.32 

10.72 

-0.40 

12.7 

11.8 

10.7 

0.0 

-45.2 

20.7 

22.4 

10.78 

10.28 

0.50 

3.2 

11.4 

2.7 

-30.7 

-84.2 

17.7 

2.4 

10.23 

9.92 

0.31 

43.5 

18.5 

20.3 

15.6 

4.3 

29.6 

32.8 

10.92 

11.26 

-0.34 

16.4 

13.9 

14.2 

-0.5 

-44.4 

23.6 

23.4 

10.93 

10.08 

0.85 

10.3 

16.2 

9.1 

9.1 

-37.4 

25.4 

20.4 

11.01 

9.64 

1.37 

6.3 

11.2 

-5.8 

P-D 

P-D 

25.7 

17.8 

10.51 

10.76 

-0.25 

12.6 

12.3 

10.6 

-12.2 

-63.8 

21.0 

17.8 

9.88 

9.78 

0.10 

6.2 

9.0 

6.9 

P-D 

P-D 

16.8 

10.6 

9.32 

10.49 

-1.17 

20.7 

16.3 

27.4 

-10.3 

-70.3 

19.6 

21.4 

NA 

NA 

NA 

15.5 

15.8 

18.5 

-21.2 

-71.5 

22.4 

18.1 

10.10 

9.75 

0.35 

8.6 

10.5 

9.2 

-15.7 

-74.2 

21.3 

19.4 

NA 

NA 

NA 

11.0 

33.5 

7.1 

-2.0 

-77.9 

42.9 

12.8 

10.17 

10.21 

-0.04 

4.1 

6.9 

2.2 

15.1 

-1.6 

16.2 

15.2 

10.18 

9.36 

0.82 

8.9 

11.6 

7.6 

17.4 

-33.9 

24.7 

30.8 

NA 

NA 

NA 

21.7 

16.3 

-1.1 

P-D 

P-D 

34.2 

30.8 

NA 

NA 

NA 

20.9 

22.1 

23.6 

P-D 

P-D 

30.6 

25.1 

NA 

NA 

NA 

3.7 

14.8 

8.2 

46.9 

-17.7 

25.1 

19.7 

NA 

NA 

NA 

8.1 

6.7 

5.8 

-32.7 

-87.0 

15.5 

12.1 

9.79 

8.42 

1.37 

10.5 

18.2 

12.6 

3.5 

-52.4 

28.9 

26.6 

NA 

NA 

NA 

-1.5 

6.3 

0.1 

-32.5 

-86.8 

14.4 

3.6 

10.38 

10.39 

-0.01 

22.0 

16.9 

27.1 

-7.7 

-44.7 

26.3 

36.1 

10.67 

9.43 

1.24 

29.4 

18.7 

32.0 

12.06 

-18.66 

20. 56 

33.9" 

NA 

NA 

NA 

Subsidiary  of  National  Steel.    6Figures  are  derived  for  the  12  months  ending  June.    NA:  Not  available.     P-D:  Profit  to  deficit. 
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Solar  testing  facility  near  Albuquerque.  Mew  Mexico. 


The  marketplace  demands 
more  power. 

Manufacturers  Hanover  energizes. 


great  international  effort  is  underway  to  find  new 
>urces  of  energy.  The  task  requires  dedication,  inspi- 
tion,  innovation,  and— not  least— financing. 

Manufacturers  Hanover  is  helping  supply  all  four. 
We  have  long  provided  direct  financing  to 
ilities  and  companies  for  the  development  of  new 
Dwer  sources.  And  our  leasing  subsidiary,  the  world's 
rgest  bank-affiliated  equipment  financing  company, 
lpplies  attractive  alternatives— from  financing  single 
eces  of  equipment  to  entire  factories. 

Credit,  however,  is  only  one  part  of  our  global 
Dmmitment. 


With  Intelligent  Technology SM,  an  innovative  new 
operations  tool,  multinational  companies  finally  have 
a  totally  comprehensive  cash  management  system.  And 
with  TRANSENDSM.  company  treasurers  in  over  40 
countries  maintain  electronic  control  of  their  cash. 

Credit.  Operations.  And  the  integration  of  both 
to  create  a  total  financial  relationship  of  the  highest 
standards— anywhere  in  the  world.  The  marketplace 
demands  it.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  source.WorIdwide. 

Member  FDIC 


Did  you  know  that  the  word  "pay"  derives  from  the  Latin  word  J 
"peace"?  What  about  "confiscate"  "scot  free"  "scavenger"  "extor 
"cheat"  and  other  words  that  come  to  mind  in  April? 

"Paying  through 
the  nose11  and 
other  taxing  phrases 


By  Steele  Commager 


"Tax  time"  means,  basically,  "touching 
time."  The  word  "tax"  comes  from  the 
Latin  taxare,  "to  value  by  handling," 
which  in  turn  derives  from  tangere,  "to 
touch."  A  deceptively  gentle  etymology, 
since  most  of  us  are  likely  to  feel  not  so 
much  "touched"  as  rather  roughly  han- 
dled by  the  Internal  Revenue  Service.  To 
add  verbal  insult  to  financial  injury,  we 
are  taxed  most  heavily  upon  such  things 
as  income  from  capital,  things  defined  as 
"intangibles."  The  word  "intangible" 
also  derives  from  tangere,  and  means 
"untouchable."  Why,  then,  should  our 
intangible  assets  be  the  most  heavily 
taxed,  our  "untouchables"  the  most 
rudely  "touched"?  A  sorry  state  of  af- 
fairs, etymologically. 

When  our  capital  is  attacked,  we  feel  it 
with  particular  anguish — rather  like  be- 
ing hit  with  a  swift  blow  to  the  head. 
And  so  we  should,  for  our  "capital"  is  the 
"head"  part,  or  chief  part,  of  our  assets. 
The  word  derives  from  the  Latin  word 

Steele  Commager  is  professor  of  Greek  and  Latin  at 
Columbia  I  'nil  ersity  and  a  tlxntgbtfid  taxpayer. 


for  "head,"  caput,  capitis, 
and  the  root  capit-  has  given 
us  a  number  of  related 
terms.  A  capital  letter  is 
larger  than  other  letters, 
and  stands  at  the  head  of 
the  word;  the  capital  of  a 
country  is  its  chief  city;  the 
capital  of  a  column  is  its 
ornamental  top;  capital 
punishment  used  to  mean 
only  the  loss  of  one's  head; 
the  captain  of  a  ship  is  its 
head  officer;  a  chapter  of  a 
book  is  a  section  that  has  a 
new  heading;  to  recapitu- 
late an  argument  is  to  go 
again  through  its  headings, 
or  chief  points.  When  our 
capital  is  taxed,  then,  we 
justly  feel  as  though  our 
heads  had  been  none  too  gently  touched. 

Most  taxpayers  are  soft  touches,  and 
pay  up  without  protest  or  appeal.  Even 
so,  they  are  apt  to  complain  of  the  "con- 
fiscatory" taxes  that  they  pay.  Yet  all 
taxes,  by  definition,  are  "confiscatory." 
To  "confiscate"  means  "to  seize  private 
money  for  the  public  treasury."  The 
word  comes  from  the  Latin 
fisctcs,  "basket."  From  the 
primary  meaning  of  "bas- 
ket," fiscus  had  come,  by 
Cicero's  time,  to  mean  "the 
public  treasury,"  the  central 
money  basket.  "The  Fisk" 
is  still  the  official  name  of 
the  treasury  department  in 
Scotland,  and  our  term  "fis- 
cal policy"  refers  simply  to 
how  much  money,  through 
taxes,  should  be  deposited 
in  the  government's  central 
money  basket,  or  fiscus. 
Those  most  severely 
maimed  by  the  government 
may  prefer  to  fashion  an- 
other etymology  for  "fis- 
cal." If  confiscatory  rates 
cost  us  an  arm  and  a  leg, 


may  we  not  claim  that  "fiscal"  polri 
so  named  because  it  makes  of  us  fi 
cial  "basket  cases"? 

Few  people  are  optimistic  enougj 
suppose  that  they  will  survive  tax  1 
untouched,  or  that  they  will  escape  |j 
free" — a  phrase  that  is  often  misun 
stood.  We  tend  to  think  of  it  as  meal 
something  like  "free  as  a  Scotsman 
conjures  up  the  image  of  a  dour  and  pi 
monious  Scot,  determined  to  surrei 
nothing.  In  fact,  "scot  free"  means  J 
ply  "tax  free,"  from  the  Middle  Enjj 
word  scot,  "tax,  contribution,  debt,  r| 
oning."  And  it  is  doubtful  that  rr 
Scotsmen,  however  canny  and  frugal 
off  scot  free  from  the  annual  deman< 
their  Fisk. 

Those  taxpayers  who  denounce 
agents  as  "scavengers"  may  be  as  kno 
edgeable  as  they  are  indignant.  "Sea 
gers"  originally  meant  "collectors 
tolls,"  or  "inspectors,"  from  the  Fieri 
scawuen,  "to  look  at."  Those  offifi 
performed  a  sort  of  customs  service] 
specting  goods  and  levying  an  excise) 
upon  them.  So  when  we  accuse  the 
agents  of  being  "scavengers,"  they  \ 
justly  reply  that  they  are  simply  dd 
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CONNECT  THE  DOTS  AND  DISCOVER  THE 
ONGEST  SINGLE-LINE  RAIL  FREIGHT  HAUL 

IN  THE  UNITED  STATES. 


Recently,  Burlington  Northern 
completed  the  longest  single-line 
freight  haul  ever  made  in  this 
country.  A  92-car  BN  train  carrying 
mixed  freight  traveled  from  Portland, 
Oregon  to  Birmingham,  Alabama, 
3,076  miles  over  what  is  now  the 
largest  rail  network  in  the  nation. 

The  Portland  to  Birmingham  train 
is  just  one  example  of  Burlington 


Northern's  new  long-haul  capabilities. 
A  variety  of  other  new  BN  trains, 
including  a  Chicago  to  Houston  run, 
now  offer  the  nation's  shippers 
efficient  single-line  service  connect- 
ing major  industrial  and  port 
cities  in  the  United  States.  If  you 
ship  where  we  run,  discover 
how  much  we  can  do  for  you  over 
the  long  haul. 


BURLINGTON 
NORTHERN 


'The  Irish 
the  Danes 
by  having 


who  refused  to  pay 
'  tax  were  punished 
their  nostrils  slit. " 


their  job,  "looking  at"  our 
forms,  and  "collecting 
tolls." 

"Scavenger"  was  also  the 
title  later  given  to  street 
cleaners.  It's  certainly  a 
more  picturesque  rubric 
than  the  pallid  ''sanitary 
engineer."  There  was  even 
a  guild,  or  union,  of  scaven- 
gers. Its  members  took  an 
oath,  preserved  in  a  1419 
legal  text,  the  Liber  Albus, 
which  should  perhaps  be  re- 
vived: "You  shall  swear 
that  you  shall  diligently 
oversee  that  the  pavements 
within  your  Ward  be  well 
and  rightly  repaired,  and 
not  made  too  high  in  nui- 
sance of  the  neighbours; 
and  that  the  ways,  streets, 
and  lanes  are  cleansed  of 
dung  and  all  manner  of 
filth,  for  the  decency  of  the 
City." 

Instead  of  abusing  IRS  agents  as  "scav- 
engers," we  might  instead  praise  them 
for  cleaning  up  our  messy  returns.  (So 
charitable  an  attitude  should  merit  a  de- 
duction.) Nor,  when  they  reject  much  of 
what  we  offer  to  their  scrutiny,  should 
we  complain.  "Scrutinize,"  today,  means 
simply  "to  inspect  with  care."  But  origi- 
nally it  meant  to  pick  through  a  trash 
pile:  The  word  derives  ultimately  from 
the  Latiascruta,  "trash."  The  best  thing 
to  do  is  to  hand  in  a  return  unlittered  by 
trashy  deductions,  and  hence  proof 
against  even  the  keenest  scrutiny. 

Without  some  fairly  imaginative  de- 
ductions, the  amount  we  end  up  paying 
may  seem  extortionate.  An  exquisitely 
appropriate  word.  To  "extort"  money  is 
to  "twist  it  out,"  from  the  Latin  ex,  "out, 
away,"  plus  torquere,  "to  twist."  (The 
past  participle  of  the  same  verb  is  tortus, 
which  gives  us  the  English  word  "tor- 
ture.") And  when  we  come  away  from 
the  torture  of  a  tax  audit,  with  every  last 
drop  of  cash  "twisted  out"  of  us,  we  may 
justly  complain  of  having  been  "put 
through  the  wringer." 

Such  extortionate  payments  are  some- 
times described  as  "paying  through  the 
nose."  Why  through  the  nose?  Probably 
because  such  a  loss  seems  like  a  spectac- 
ular flow  of  our  very  lifeblood,  a  hemor- 
rhaging of  our  finances.  Curiously,  there- 
was  once  an  instrument  of  torture 
named  the  Scavenger's  Daughter,  that 
exacted  much  the  same  penalty.  The 
name  has  nothing  to  do  with  the  other 
meanings  of  "scavenger";  instead,  it  is  a 
colloquial  slurring  of  the  phrase  "Skev- 
mgton's  Daughter."  Skevington  was 
Lieutenant  of  the  Tower  of  London  dur- 
ing the  reign  of  Henry  VIE,  when  the 
Tower  was  used  as  a  prison.  He  invented 
a  ghastly  machine,  jocularly  known  as 
his  "daughter,"  which  bent  a  prisoner's 


head  between  his  knees,  so  that  b 
flowed  from  his  nose  and  ears.  Wret 
in  the  embrace  of  "Scavenger's  Da 
ter"  paid,  brutally,  through  the  nose 

Besides  the  nosebleed,  there  is  ano 
possible  derivation  of  the  phrase 
through  the  nose,"  one  that  seems 
ticularly  apt  at  tax  time.  Supposedly 
the  9th  century,  the  Danes  impose 
poll  (or  "head")  tax  upon  the  conqu 
Irish:  It  was  called  a  "nose  tax."  ( 
really  so  strange  a  term;  we  still 
either  "to  count  heads"  or  "to  cc 
noses.")  Those  Irish  who  refused  to 
were  punished  by  having  their  nos 
slit — they  "paid  through  the  nose." 

The  story,  on  the  face  of  it,  se 
unlikely.  If  true,  it  might  suggest  a  pri 
tive  and  overly  literal  application  ol 
"excise"  tax.  An  excise.tax  is  one  usu 
inflicted  by  customs  officials,  and  me 
"a  cutting  away"  (from  the  Latin  e 
dere).  The  9th-century  Irish  surely 
just  cause  for  complaint,  if  their  | 
taxes  were  in  fact  excised — literall 
from  their  heads. 

Most  polls  (or  "head  counts")  sh 
that  the  majority  of  taxpayers  simply 
the  IRS  whatever  it  demands.  That  w 
we  at  least  find  peace.  And  so  we  shoi 
since  the  verb  "to  pay"  derives  ultim: 
ly  frompfTiv,  the  Latin  word  for  "peacj 
The  basic  notion  seems  to  be  that 
"paying"  a  creditor  we  "appease"  hj 
and  make  "peace"  with  him. 

Some  of  us  are  more  bellicose, 
unwilling  to  sue  for  peace  on  the  term) 
the  IRS — that  is,  we  don't  want  to  "pa 
A  frequent  recourse  is  to  cheat.  No 
good  idea,  as  the  government  agents 
familiar  with  most  forms  of  cheati 
They  should  be,  since  the  word  "che^ 
originally  took  its  meaning  from  the 
tions  of  the  tax  collectors  themselv 
"Cheat"  is  a  shortened  form  of  " 
cheat,"  which  is  the  legal  term  for  i 
reversion  of  property  to  the  state.  ] 
cheators  were  once  the  government  o 
cials  in  charge  of  such  confiscatioi 
"Fiscus  is  a  comyn  sacke  or  bagge 
which  the  Escheatour  and  rents  gaden 
put  the  comyn  dette  and  custome  thai 
payed  to  kynges,"  according  to  a  lej 
text  of  1398.  Apparently  those  Esche 
ors  were  sometimes  overly  zealous 
their  duties,  enriching  themselves  rati 
than  the  state.  Hence,  by  the  17th  ce 
tury  the  verb  "to  cheat"  had  already  t£ 
en  on  its  present  meaning  of  "to  ta 
wrongfully,  deceitfully." 

The  derivation  of  "cheat"  suggests  o 
last  recourse  at  tax  time.  If  the  extortic 
ate  scavengers  at  the  IRS  accuse  you 
cheating,  you  may  plead  that  you  i 
merely  paying  them  back  in  their  o\ 
coin,  and  that,  by  cheating,  you  are  n 
so  much  fighting  them  as  joining  the: 
Try  it — it's  no  harder  than  arguing  witl 
guillotine.  The  worst  they  can  do  is  cc 
fiscate  your  capital.  Or,  put  more  cruc 
ly,  your  head  ends  up  in  their  basket.  I 
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Ftom  Guardian  Life: 
10th  consecutive  dividend 
increase  on  permanent 

individual  life  policies! 

Some  policyholders  receive 
109%  increase  over  original 
scale  as  explained  below. 


For  the  tenth  consecutive  year,  The 
Guardian's  board  of  directors  has  approved 
an  increase  in  the  dividends  to  be  paid  on 
some  classes  of  permanent  (cash  value) 
individual  life  policies.  These  dividend 
increases  represent  a  substantial  reduction 
in  the  cost  of  life  insurance  protection  for 
holders  of  these  policies. 

The  chart  shows  the  pattern  of  the 
dividends  to  be  paid  on  the  scale  in  effect 
when  a  Guardian  policy  was  purchased  in 
1961  (black  bars)  The  shaded  bars  show  the 
dividends  actually  paid  to  the  policyholder; 
the  1981  dividend  will  be  109%  larger  than 
anticipated  at  the  time  of  issue 

Dividends  reduce  your  cost. 

In  a  mutual  company  like  The  Guardian, 
the  annual  premium  is  not  the  cost  of  your 
life  insurance  protection  Dividends  are 
declared  each  year,  based  on  the  company's 
experience  — and  the  higher  the  dividend 
scale,  the  lower  your  annual  outlay  for  life 
insurance  protection 

For  example,  on  the  $25,000  policy  illus- 
trated on  the  chart,  the  annual  premium  is 
$594  75  Under  the  original  dividend  scale, 
the  1981  dividend  would  have  been  $203  75 
The  dividend  that  actually  will  be  paid  in 
1981  is  $426.25,  an  increase  of  $222  50,  or 
109%  If  dividends  are  used  to  reduce 
premium,  the  net  payment  for  the  year  on 
this  policy  would  be  only  $168  50 

Learn  more  about  the  difference  in  the 
cost  of  life  insurance  protection  from 
The  Guardian  Ask  a  Guardian  represen- 
tative, or  write: 


The  Guardian 

Life  Insurance  Company  of  America 

201  Park  Avenue  South,  New  York,  NY  1000 3 

A  Mutual  Company  •  Established  1860 


109% 


$25,000  Ordinary  Life  Policy  issued  in  1961  at  age  35. 


$400 


1962     '63     '64    '65    '66    '67    '68    '69    '70    '71    '72     73  '74 


'76    '77    '78     '79    '80  '81 


What  this 
country  needs  is  a  good 

5$ phone  call. 


Our  private  line  satellite  communications  service 
can  cut  the  cost  of  a  long-distance  business  phone  call 
from  New  York  to  Los  Angeles  to  less  than  50  a  minute. 
Shorter  distance  calls  cost  even  less, 

Today,  hundreds  of  America's  smallest  and  largest 
companies  are  saving  from  hundreds  to  thousands  of 
dollars  on  their  long-distance  phone  bills  every  month. 
You  can  join  them.  If  your  company  transmits  voice, 
data  and  facsimile  between  two  of  our  served  cities, 
savings  could  range  to  40  percent  and  more.  With  no 
capital  investment  or  change  in  equipment. 

If  you'd  like  your  company's  money  to  go  as  far  as 
your  company's  messages,  call  Walt  Pioli  for  complete 
details:  (609)  734-4300.  Or  write  RCA  Americom,  400 
College  Rd.  East,  Princeton,  NJ  08540.  m 


The  solution  that  beats  the  system 


With  not-for-profit  hospitals  collapsing  left  and  right,  Uncle  Sar 
prescriptions  have  begun  to  look  more  like  poison.  But  it's  not  time 
call  the  coroner  in  yet — they've  found  a  new  doctor. . . . 


Paging 

Dr.  Adam  Smith 


By  Richard  Greene 
and  Thomas  Baker 

The  year  is  1990.  The  tax-exempt 
bond  market  is  aglow  as  thousands 
of  hospitals  around  the  eountry  raise 
funds  for  expansion.  They  are  safe  in- 
vestments sinee  about  80%  of  them  are 
run  by  25  huge  multihospital  systems. 
These  health  care  conglomerates  also 
have  their  fingers  in  thousands  of  nurs- 
ing homes,  daycare  centers  and  medical 
buildings.  They  also  have  major  invest- 
ments in  such  loosely  related  entities  as 
hotels,  shopping  centers  and  restaurants. 

And  that's  not  the  whole  story.  Of 
these  25  immense,  successful  conglom- 
erates, 20  are  not-for-profit  institutions 
run  by  groups  like  the  Seventh  Day  Ad- 
ventists,  Catholic  religious  orders  and 
the  City  of  New  York. 

Could  it  happen'  The  fact  is,  nonfed- 
eral not-for-profit  hospitals,  which  make 
up  more  than  5,000  of  the  7,000  U.S. 
hospitals,  have  already  tasted  the  free 
enterprise  system  and  love  its  flavor. 
These  hospitals,  some  of  which  are  run 
by  boards  of  trustees  with  as  much 
knowledge  of  hospital  finance  as  the  av- 
erage hardware  store  manager,  are  reach- 
mi;  out  for  sophisticated  management 
techniques  that  can  help  them  stay 
afloat.  Though  many  arc  run  by  religious 
groups,  the  realization  has  hit  that  God 
won't  pay  the  bills. 

With  the  advent  of  expensive  modern 
technology,  such  as  the  much  vaunted 
CAT  scanners — which,  in  effect,  take 
3-D  X  rays,  and  cost  $800,000  apiece— 
there's  little  hope  that  the  cost  of 
health  care  is  going  to  be  driven  down 
dramatically  in  the  near  future.  Modern 
science  is  quickly  discovering  more  and 
more  exotic  treatments  for  diseases. 

What's  not  so  good  is  that  a  longer, 
more  useful,  less  pain-ridden  existence 
for  the  ordinary  citizen  is  feeding  infla- 
tion and  breaking  the  financial  backs  of 
many  families.  So  the  hospitals  are  pag- 
ing Dr.  Adam  Smith. 


The  most  significant  lesson  they're 
learning — following  the  lead  of  for-profit 
chains  like  Humana  and  Hospital  Corp. 
of  America — is  the  benefit  that  can  come 
from  merging  with  other  hospitals.  Right 
now,  according  to  Modem  Healthcare 
magazine,  some  14%  of  all  nonprofit, 
nonfederal  hospitals  are  owned  or  leased 
by  multihospital  systems. 

Donald  Welch  is  president  of  Advent- 
lst  Health  Systems/Sunbelt,  a  28-hospital 
chain  that  may  soon  merge  with  three 
other  Adventist  chains  to  become  the 
second-largest  not-for-profit  hospital 
group  in  the  country.  Welch  explains  the 
significant  savings  that  full-scale  merg- 
ers can  bring  about: 

•  "We  have  a  very  extensive  cash 
management  system  that's  saved  us  hun- 
dreds of  thousands  of  dollars  in  interest 
costs,"  he  says.  "We  borrow  money  from 
one  another,  in  effect.  There  are  one  or 
two  cases  where  it  probably  saved  hospi- 
tals from  going  under." 

•  "We  can  borrow  at  rates  that  indi- 
vidual hospitals  might  find  impossible  to 
get.  For  example,  we  have  a  hospital  in 
Ft.  Worth  called  Huguley  Hospital, 
which  had  to  sell  a  $15  million  bond 
issue.  But  in  Texas  there's  a  10%  interest 
limit  on  tax-exempt  bonds.  Well,  with 
their  credit  rating,  they  couldn't  sell  a 
tax-exempt  at  less  than  12%  or  13%. 
They  were  going  to  have  to  go  to  the 
commercial  market  where  they  would 
have  paid  15%  or  16%.  But  when  we 
took  over,  we  were  able  to  use  our  corpo- 
rate bond  rating  and  sell  out  that  issue  at 
10%.  It  saved  something  like  $750,000  a 
year  in  interest." 

•  "We  can  get  discounts  on  things  like 
intravenous  solutions  that  can't  be  beat." 

•  "When  one  little  hospital  has  an  in- 
surance claim,  it  can  send  up  its  malprac- 
tice premiums  maybe  25%.  But  if  you 
spread  the  risk  over  a  number  of  hospi- 
tals, it's  not  nearly  so  painful." 

Mergers  into  multihospital  systems 
can  indeed  spell  the  difference  between 
life  and  death  for  hospitals.  For  example, 


<  )pemtin,n  room  at  Research  Medical  Cet 
Kansas  C/r\' 


Don't  blame  the  doctors  for  soar 
hospital  costs.  Doctors  bill  patie 
directly  in  most  cases. 


CAT  scantier 


Booming  medical  technology  bui 
ever  higher  costs  into  running  hot 
tals.  Every  hospital  now  wants  a  t 
scanner  in  spite  of  the  $800,000  cc 
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according  to  Kidder,  Peabody's  Arthur  J. 
Henkel,  "There  were  these  two  hospitals 
on  the  east  side  of  Detroit,  one  of  which 
was  in  deep  trouble.  So  the  other  one, 
operated  by  the  Sisters  of  Mercy,  took 
over  its  liabilities.  By  pooling  resources 
they're  planning  to  cut  down  the  number 
of  beds,  staff  and  administrators  dra- 
matically, and  they'll  bring  many  of  the 
essential  services  into  the  Sisters'  own 
hospital  and  operate  the  other  one  as  a 
satellite." 

For  chains  like  the  Adventists,  the 
financial  savvy  is  now  in-house.  It 
has  the  time  and  capital  to  bring  in  top- 
rank  hospital  managers.  But  for  many 
fledgling  chains  beginning  to  experiment 
with  cash  management  techniques, 
money  must  be  spent  on  expertise.  This 
opportunity  hasn't  gone  unnoticed  by 
firms  like  Arthur  Andersen,  Laventhol  & 
Horwath  and  Ernst  &  Whinney,  all  of 
which  have  jumped  on  the  bandwagon  in 
search  of  hefty  consulting  fees.  Also,  for 
brokerage  houses  like  Blyth  Eastman 
Paine  Webber  and  Kidder,  Peabody,  the 
area  of  hospital  bond  issues  is  a  fertile 
one.  At  Kidder,  hospital  underwritings 
have  more  than  doubled — to  more  than 
$1  billion — in  the  past  five  years. 

The  cost  pressures  on  not-for-profit 
hospitals  are  many  and  vicious:  a  de- 
crease in  funds  from  philanthropy;  tax 
laws  that  penalize  them  at  every  turn; 
union  pressures;  inequities  in  Medicare 
and  Medicaid  reimbursement  systems 
and,  of  course,  inflation. 

It  has  been  a  surprise  to  no  one  that 
the  big  city  hospitals  have  been  falling 
apart  at  a  rapid  pace.  In  the  last  several 
years  there  have  been  hospital  closings 
in  New  York,  Chicago,  Detroit,  Philadel- 
phia and  a  number  of  other  major  cities. 
In  New  York,  nine  major  hospitals  went 
on  strike  in  mid-March  (see  box).  Unfor- 
tunately, free  market  cures  alone  are 
hardly  able  to  solve  the  underlying  prob- 
lems of  metropolitan  hospitals.  Political 
considerations  often  take  precedence 
over  economics. 

On  the  other  hand,  the  smaller  region- 
al hospitals  haven't  been  so  stifled.  Not 
that  their  problems  aren't  immense. 
Over  400  of  the  2,700  hospitals  in  the 
country  with  under  100  beds  have  closed 
since  1969.  More  are  on  the  brink.  Says 
Jeff  Simmons  of  Laventhol  &  Horwath, 
"Over  the  next  several  years  the  likeli- 
hood of  small  community  hospitals  sur- 
viving as  individual  entities  is  very  low." 

Many  of  these  hospitals  were  built 
shortly  after  World  War  II,  under  the  Hill- 
Burton  Act,  a  federal  program  designed 
to  spread,  proper  medical  care  throughout 
the  country.  Unfortunately,  at  the  time, 
the  federal  planners  involved  in  Hill-Bur- 
ton paid  little  attention  to  another  pro- 
gram coming  out  of  Washington,  D.C. — 
the  national  highway  plan.  Even  as  the 
government  poured  millions  into  new 
hospitals  in  states  like  Iowa,  Montana 


and  Minnesota,  engineers  were  pouring 
concrete  into  roads  for  people  to  gain 
access  to  more  prestigious  big-city  hospi- 
tals already  standing. 

Nonetheless,  most  of  these  small  hos- 
pitals were  able  to  stay  in  the  black — 
after  a  fashion.  Deficits  were  made  up  by 
philanthropists  and  many  services  were 
donated.  Since  they  were  just  squeaking 
by,  little  capital  spending  was  done  and 
the  plant-  slowly  disintegrated,  but  basi- 
cally they  were  pulling  through. 

And  then  in  1965-66  came  Medicare 
and  Medicaid,  which  represented  the  be- 
ginning of  the  end.  The  biggest  single 
problem  today  in  hospitals — both  large 
and  small — is  the  system  of  reimburse- 
ment used  by  these  programs.  They  con- 
spire against  a  hospital  standing  on  its 
own  feet.  For  example,  let's  say  a  hospi- 
tal has  60%  Medicare  and  Medicaid  pa- 
tients—a typical  percentage  for  a  big-city 
hospital.  You'd  think  that  60%  of  the 
hospital's  costs  would  be  reimbursed  by 
these  two  programs.  Not  so. 

For  one  thing,  these  reimbursement 
plans  don't  take  into  account  any  need 
on  the  part  of  hospitals  to  replace  old 
plant  at  current  costs.  They  reimburse 
the  hospitals  based  on  straight-line,  his- 
torical cost  depreciation.  So,  when  the 
time  comes  to  replace  a  wing,  the  money 
isn't  there  and  the  hospital  is  forced  to 
borrow. 

Even  when  a  hospital  has  the  good 
fortune  to  make  money  on  some  of  its 
operations — like  blood-testing  clinics — 
it  gets  penalized  for  that  too.  Prior  to 
reimbursing  the  hospitals  for  their  costs, 
the  Medicare  accountants  can  subtract 
from  the  reimbursement  any  money  the 
clinic  made  on  non-Medicare  business. 

The  result  is  a  system  that  reimburses 
hospitals  for  as  little  as  80%  of  their 
true  costs  for  Medicare  patients,  and 
even  less  under  Medicaid.  Obviously  the 
problem  is  most  acute  for  the  big  urban 
hospitals  with  the  highest  percentage  of 
such  patients. 

Perhaps  the  only  positive  side  effect  of 
this  debilitating  system  has  been  that  it 
has  forced  many  fiscally  lazy  hospital 
managers  to  wake  up.  "I  think  the  one 
thing  the  Medicare  program  did  was  ac- 
celerate the  sophistication  of  financial 
managers  of  hospitals,"  says  P.  Douglas 
Powell,  national  director  of  health-care 
services  for  Ernst  &  Whinney. 

These  financial  managers  realized  that 
when  you  lose  money  on  every  patient, 
you  can't  make  it  up  on  volume.  They  set 
about  finding  a  way  to  sequester  their 
profits  from  the  government,  so  that 
they  would  not  be  used  as  an  offset 
against  Medicare/Medicaid  reimburse- 
ments. This  is  now  being  done  frequent- 
ly through  corporate  restructurings  in 
which  a  number  of  activities  are  spun  off 
into  separate  companies  managed  by  a 
holding  company — sort  of  like  a  bank 
holding  company. 


Emergency  room  entrance 
They're  nearly  always  money  I 
since  they  must  be  open  24  hot 
day  and.  be  equipped  to  handl 
manner  of  medical  problems. 


I  'rinalysis  testing  facility 
Sophisticated  lab  facilities  can  I 
steady  profit  center  for  hospital 
Medicare  doesnt  take  the  money. 
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Amid  all  those  bits,  bytes  and 
l  mainframes  of  the  computer 
world,  a  sleeping  giant  lurks. 
Computer  maintenance. 
This  $6  billion  market  is  pre- 
dicted to  more  than  double  in  the 
next  five  years.  For  good  reason:  the 
$60  billion  EDP  market  will  double 
. . .  and  hardware  needs  service. 

Meet  a  company  that's  right  on 
top  of  the  business  of  providing 
tender  loving  care  for  computers. 
MAI.  Management  Assistance  Inc. 

Our  Sorbus  Division  services 
our  Basic  Four  -'  systems  of  course. 
But  mostly  they  service  other 
manufacturers'  computers  and 
terminals. 

And  they  do  a  superb  job.  From 
160  locations  throughout  the  coun- 
try, Sorbus  provides  fast,  dependable 
service  to  more  than  20,000  equip- 
ment users.  Aided  by  vans  and  a 
network  of  local  repair  depots,  they 
make  sure  that  computers  are  back 
in  operation  as  fast  as  possible. 

We've  found  that  relieving  the 
harried  data  processing  manager  of 


service  worries  is  more  than  a  good 
thing  to  do.  It's  also  good  business. 


MAI's  Sorbus  people,  over  1.700  strong,  provide  prompt, 
local  service  for  Basic  Four  computers  and  other  systems 
and  peripheral  equipment. 


To  learn  more  about  our  busi- 
ness, write  for  our  Annual  Report: 
Management  Assistance  Inc., 
560  Lexington  Avenue,  New  York, 
NY  10022.  If  you're  in  business  your- 
self, write  for  our  free  Eliot  Janeway 
booklet,  "Survival  Tips  for  the  80s." 


MA/ 

Our  business  is  helping  other  businesses  grow. 


To  solve, 
first  imagine. 


If  imagination  is  lacking  in  an  approach  to  a 
problem,  don't  expect  it  in  the  solution.  At 
Johnson  &  Higgins.  we  don't  hesitate  to  challengi 
our  own  thinking  or  to  look  for  ways  to  reshape  il 
We  aren't  satisfied  just  to  bring  you  ideas  that  are 
superior  to  those  of  other  firms.  J&H  wants  to 
bring  you  the  ideas  they  haven't  had  at  all. 
Ideas  such  as  our  unique  Flexible  Retirement 
Strategies'"  program  (FRSIM). 

Flexible  Retirement  Strategies:  a  new. 
long-range  approach  to  the  retirement  planning 
process  that  blends  corporate  manpower  goals 
with  the  career  outlooks  of  individual  employees. 

Unlike  off-the-shelf  programs,  the  FRS 
approach  is  custom-built  for  the  corporation.  FRS 
employs  a  comprehensive  communications 
program  that  responds  to  major  concerns  about 
retirement  spurred  by  inflation.  Federal  legislatiot 
and  other  factors.  For  more  information,  send  for 
the  J&H  "White  Paper"  on  FRS.  Or.  call  any 
J&H  office. 

Johnson  Higgins 

The  Private  Insurance  Broker/Benefit  Consultant 
Thinking  in  a  different  dimension. 


MEMBER 
NATIONAL 
ASSOCIATION 
OF  INSURANCE 
BROKERS 


EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING,  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


iat,  of  course,  suddenly  makes  it 
;hwhile  to  set  up  other  money-mak- 
ventures.  And  it  makes  it  easier  to 
I  nge  for  a  merger  with  another  hospi- 
Mwhich  can  also  be  taken  in  under  the 
Erella  of  a  parent  company.  Says  Sher- 
II.  Memel  of  Memel,  Jacobs,  Pierno 
lersh,  an  attorney  who  specializes  in 
n  deals,  "A  few  years  ago,  nobody  was 
'\g  restructurings.  Now  it's  like  a 
vball  rolling  downhill." 
esearch  Health  Services  in  Kansas 
City   provides   a   good  example, 
id  accusations  of  becoming  an  em- 
builder  and  "big  brother,"  this  msti- 
Dn  has<  succeeded  in  building  a  suc- 
]  ful  corporate  web  of  interconnected 
itutions.  Although  its  561 -bed  hospi- 
Research  Medical  Center,  is  still  the 
:erpiece  of  the  organization,  the  com- 
y  also  runs  a  chain  of  ventures.  These 
ude:    Clinishare,    which  provides 
ical  services  to  other  hospitals,  nurs- 
homes  and  businesses;  Health  Ser- 
s  Management,  a  for-profit  company 
:  provides  management  services  to 
n  health  care  providers;  two  for-prof- 
octors'  buildings  in  Kansas  City;  and 
lopping  center  across  the  street  from 
hospital  that  was  purchased  primar- 
for  future  use  of  the  income-produc- 
land.  In  addition,  it's  planning  a 
Iti-use  downtown  health-care  center 
eduled  for  completion  in  1982. 
lthough  Kansas  City  is  one  of  the 


most  successful  cases  of  restructuring,  it 
is  far  from  atypical.  The  technique  works 
for  smaller  hospitals  as  well.  Crittenden 
Memorial  Hospital  in  West  Memphis, 
Ark.,  for  example,  established  a  tax-free 
foundation  to  act  as  a  holding  company. 
Adds  Richard  F.  Scruggs,  Crittenden's 
CEO,  "Just  last  year,  the  foundation  sub- 
mitted a  proposal  to  build  apartments  for 
the  elderly — a  federally  funded  project." 

Fears  by  hospitals  of  losing  identity 
and  control  have  held  off  some  seeming- 
ly likely  mergers.  The  boards  of  many 
small  hospitals  around  the  country  are 
made  up  of  people  who  have  a  great  deal 
of  community  spirit  and  pride.  They 
don't  want  to  see  their  hospital  lose  facili- 
ties to  that  other  hospital  in  the  next  town. 

But  they  are  often  forced  to  swallow 
that  unpleasant  medicine  when  they  go 
to  the  bond  market  for  a  little  working 
capital.  Said  Arthur  Henkel  of  Kidder, 
Peabody,  "Last  year,  72%  of  multi-hospi- 
tals  got  bond  ratings  of  A+  or  better, 
while  only  18%  of  individual  hospitals 
did."  That's  particularly  significant 
when  you  contemplate  the  size  of  the 
market:  Last  year  hospitals  financed 
some  $3.5  billion  in  growth  through 
bonds.  This  year  the  number  should  be  at 
least  that  high. 

A  humane  health  system  is  beyond 
price.  But  that's  no  reason  for  being 
needlessly  extravagant  or  wasteful  about 
running  one.  ■ 


Nuclear-medicine  i  'an 


Some  equipment,  like  this  gamma 
camera,  is  too  expensive  for  every  hos- 
pital to  own.  Solution:  Put  it  in  a  van 
and  circulate  it  among  a  number  of 
hospitals  in  the  Kansas  City  area. 


Only  in  New  York? 


Striking  doctors  at  Harlem  Hospital 


The  fate  of  municipal  hospitals  na- 
ionwide  is  inevitably  intertwined 
vith  the  whole  litany  of  urban  prob- 
ems:  the  flight  of  the  middle  class, 
leavy  unionization,  fierce  political  ri- 
valries. But  while  most  American 
:ities  have  1  or  2  municipal  hospitals, 
Mew  York — always  the  extreme — has 
L6,  making  it  the  largest  not-for-profit 
lospital  system  in  the  country. 

It's  in  dismal  shape:  understaffed, 
jvercrowded  and  undercapitalized, 
rhe  only  hope  is  some  clear  planning. 
3ut  that's  a  distant  hope,  indeed.  Says  Dr.  Lowell  Bellin, 
professor  of  public  health  at  Columbia  University  and  a 
:ormer  city  health  commissioner:  "It's  a  wretched  situa- 
:ion.  Never  before  have  New  York  municipal  hospitals  been 
so  politicized." 

As  an  example,  Mayor  Edward  Koch's  1979  proposal  to 
:lose  four  municipal  hospitals  was  angrily  rejected  by  the 
:ommunity  and  by  the  hospital  employees.  The  Mayor 
argued  that  this  was  the  best  way  to  eliminate  a  citywide 
excess  of  beds.  In  the  end  only  one  hospital  was  closed.  The 
latest  episode:  Last  month  2,000  physicians-in-training 
struck  seven  municipal  and  two  voluntary  hospitals.  Resi- 
dents and  interns  protested  what  they  deemed  a  severe 
shortage  of  medical  personnel  and  life-saving  equipment. 
And  that  was  not  the  first  strike  by  doctors  in  New  York 
City — they  were  out  for  one  day  in  1979,  following  a  nine- 
day  strike  in  October  1976. 


The  future  for  urban  health  care 
looked  brighter  in  the  mid-Sixties, 
when  it  seemed  that  Medicaid  and 
Medicare  could  solve  everything.  "But 
the  lack  of  a  federal  mechanism  to  pay 
for  the  unemployed  and  the  undenn- 
sured,  to  say  nothing  of  the  health 
needs  of  the  million-odd  undoc- 
umented aliens,  have  made  the  reim- 
bursement system  impossible,"  says 
Dr.  Samuel  Wolfe,  a  professor  at  Co- 
lumbia's School  of  Public  Health. 
In  1970  the  semi-autonomous 
Health  and  Hospitals  Corp.  was  created  to  solve  these 
problems,  and  has  failed  miserably.  The  city  has  lost  about 
5,000  hospital  beds  in  the  last  11  years.  And  five  HHC 
chiefs  have  come  and  gone.  The  last,  Dr.  Abraham  Kauvar 
of  Denver,  lasted  a  mere  five  months  and  left  with  a  shrug: 
"This  is  New  York,  and  I'm  just  a  small-town  boy,"  he  said. 

On  one  level,  there  still  seems  to  be  hope  for  the  Health 
and  Hospitals  Corp.  In  fiscal  1982  HHC's  need  for  a  city 
subsidy  will  fall  by  25%.  But  few  regard  this  as  a  sign  of 
financial  strength — or  political  independence.  Of  the  16 
HHC  board  members,  10  are  still  appointed  by  either  the 
Mayor  or  the  City  Council.  It  seems  unlikely  that  the 
HHC — or  the  hospitals  it  serves — could  ever  transcend  poli- 
tics. Its  history  suggests  nothing  else.  After  all,  one  of  the 
first  recorded  acts  of  the  Health  and  Hospitals  Corp.  was  a 
resolution  condemning  American  involvement  in  the  war 
in  Vietnam. — Barbara  Rudolph 
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How  to  read  an  annual  repor 


By  Jane  Bryant  Quinn 


International  Paper  asked  ]ane  Bryant  Quinn, 
business  commentator  for  the  CBS-TV  Morning 
News,  columnist  for  Newsweek,  and  author  of 
Everyone's  Money  Book,  to  tell  how  anyone 
can  understand  and  profit  from  a  company's 
annual  report. 


To  some  business  people  I  know, 
curling  up  with  a  goocf  annual 
report  is  almost  more  exciting  than 
getting  lost  in  John  le  Carre's  latest 
spy  thriller. 

But  to  you  it  might  be  another 
story.  "Who  needs  that?"  I  can  hear 
you  ask.  You  do-if  you're  going  to 
gamble  any  of  your  future  working 
for  a  company,  investing  in  it,  or 
selling  to  it. 

Why  should  you  bother? 
Say  you've  got  a  job  interview  at 
Galactic  Industries.  Well,  what 
does  the  company  do?  Does  its 
future  look  good?  Or  will  the 
next  recession  leave  your  part 
of  the  business  on  the  beach? 

Or  say  you're  thinking  of  in- 
vesting your  own  hard-earned 
money  in  its  stock.  Sales  are 
up.  But  are  its  profits  getting 
better  or  worse? 

Or  say  you're  going  to  supply 
it  with  a  lot  of  parts.  Should  you 
extend  Galactic  plenty  of  credit  or 
keep  it  on  a  short  leash? 

How  to  get  one 
You'll  find  answers  in  its  annual 
report.  Where  do  you  find  that? 
Your  library  should  have  the  annual 
reports  of  nearby  companies  plus 
leading  national  ones.  It  also  has 
listings  of  companies'  financial 


officers  and  their  addresses  so  you 
can  write  for  annual  reports. 

So  now  Galactic  Industries' 
latest  annual  report  is  sitting  in 
front  of  you  ready  to  be  cracked. 
How  do  you  crack  it? 

Where  do  we  start?  Not  at  the 
front.  At  the  back!  We  don't  want 
to  be  surprised  at  the  end  of  this 
story. 

Start  at  the  back 

First,  turn  back  to  die  report  of  the 
certified  public  accountant.  This 
third-party  auditor  will  tell  you 
right  off  the  bat  if  Galactic's  report 
conforms  with  "generally  accepted 
accounting  principles." 

Watch  out  for  the  words  "sub- 
ject to."  They  mean  the  financial 
report  is  clean  only  if  you  take  the 
company's  word  about  a  particular 
piece  of  business,  and  the  accoun- 
tant isn't  sure  you  should.  Doubts 
like  this  are  usually  settled  behind 
closed  doors.  When  a  "subject  to" 
makes  it  into  the  annual  report,  it 
could  mean  trouble. 

What  else  should  you  know 
before  you  check  the  numbers? 

Stay  in  the  back  of  the 
book  and  go  to 


in  its  pocket.  Are  earnings  up 
Maybe  that's  bad.  They  may  t 
because  of  a  special  windfall  d 
won't  happen  again  next  year. 
The  footnotes  know. 
For  what  happened  and  wl 
Now  turn  to  the  letter  from  the 
chairman.  Usually  addressed  "t 
stockholders,"  it's  up  front,  anc 
should  be  in  more  ways  than  or 
The  chairman's  tone  reflects  tt 
personality,  the  well-being  of! 
company. 

In  his  letter  he  should  tell 
how  his  company  fared  this  ye; 
But  more  important,  he  shoulc 
you  why.  Keep  an  eye  out  for  se 
fences  that  start  with  "Except  f 
and  "Despite  the. . ."  They're  cl 
to  problems. 

Insights  into  the  future 

On  the  positive  side,  a  chairmj 
letter  should  give  you  insights 
into  the  company's  future  and  i 
stance  on  economic  or  political 
trends  that  may  affect  it. 

While  you're  up  front,  lool 
what's  new  in  each  line  of  busii 
Is  management  getting  the  cor 
pany  in  good  shape  to  weath< 
tough  and  competitive  198C 


'Reading  an  annual  report  can  be  (almost)  as  exciti 
tind  the  clues.  I'll  show  you  how  to  find  the  most  i 

the  footnotes.  Yep!  The  whole 
profits  story  is  sometimes  in  the 
footnotes. 

Are  earnings  down?  If  it's  only 
because  of  a  change  in  accounting, 
maybe  that's  good!  The  company 
owes  less  tax  and  has  more  money 


ng  as  a  spy  thriller— it  you  know  how  to 
mportant  ones  here." 

Now-and  no  sooner-shoi 
you  dig  into  the  numbers! 

One  source  is  the  balance  si 
It  is  a  snapshot  of  how  the  corr 
stands  at  a  single  point  in  time 
the  left  are  assets  -  everything  t 
company  owns.  Things  that  ca 


y  be  turned  into  cash  are 
I  assets.  On  the  right  are 
zs -everything  the  company 
Current  liabilities  are  the  debts 
i  one  year,  which  are  paid  out 
rent  assets. 

he  difference  between  cunent 
and  cunent  liabilities  is  net 

%g  capital,  a  key  figure  to 
from  one  annual  (and  quar- 

j  report  to  another.  If  working 

1i  shrinks,  it  could  mean  trou- 
pe possibility:  the  company 
lot  be  able  to  keep  dividends 

Ing  rapidly. 

_xx>k  for  growth  here 

\yolders  equity  is  the  difference 
ten  total  assets  and  liabilities, 
he  presumed  dollar 
of  what  stock- 
;rs  own.  You  want  it 

)W. 

Another  important 
per  to  watch  is  long- 
iebt.  High  and  rising 

relative  to  equity, 
be  no  problem  for  a 
ing  business.  But  it 

s  weakness  in  a  com- 

that's  leveling  out. 
re  on  that  later. ) 
rhe  second  basic  source  of 
;bers  is  the  income  statement.  It 
rs  how  much  money  Galactic 
fe  or  lost  over  the  year. 
Most  people  look  at  one  figure 

It's  in  the  income  statement  at 
bottom:  net  earnings  per  share. 
f:h  out.  It  can  fool  you. 
eric's  management  could  boost 
ings  by  selling  off  a  plant.  Ch- 
itting the  budget  for  research 
advertising.  (See  the  foot- 
si)  So  don't  be  smug  about  net 
ings  until  you've  found  out 
they  happened -and  how  they 
it  happen  next  year. 
Check  net  sales  first 
,  number  you  should  look  at  first 
le  income  statement  is  net  sales. 
yourself:  Are  sales  going  up  at  a 
r  rate  than  the  last  time 
ind?  When  sales  increases  start 
ow,  the  company  may  be  in 
ble.  Also  ask:  Have  sales  gone 
aster  than  inflation?  If  not,  the 
ipany's  real  sales  may  be  behind. 
1  ask  yourself  once  more:  Have 
;  gone  down  because  the  com- 
y  is  selling  off  a  losing  business? 


If  so,  profits  may  be  soaring. 

(I  never  promised  you  that  fig- 
uring out  an  annual  report  was 
going  to  be  easy!) 

Get  out  your  calculator 
Another  important  thing  to  study 
today  is  the  company's  debt.  Get 
out  your  pocket  calculator,  and 
turn  to  the  balance  sheet.  Divide 
long-term  liabilities  by  stock- 
holders' equity.  That's  the  debt-to- 
equity  ratio. 

A  high  ratio  means  that  the 
company  borrows  a  lot  of  money  to 
spark  its  growth.  That's  okay-i/ 
sales  grow,  too,  and  if  there's 
enough  cash  on  hand  to  meet  the 
payments.  A  company  doing  well 


"For  inside 
meeting  wi 


information,  an  annual  report  is  second  only  to 
th  the  brass  behind  closed  doors.  Come  on  in!" 

on  borrowed  money  can  earn  big 
profits  for  its  stockholders.  But  if 
sales  fall,  watch  out.  The  whole 
enterprise  may  slowly  sink.  Some 
companies  can  handle  high  ratios, 
others  can't. 

You  have  to  compare 

That  brings  up  the  most  important 
thing  of  all:  One  annual  report,  one 
chairman's  letter,  one  ratio  won't 
tell  you  much.  You  have  to  com- 
pare. Is  the  company's  debt-to- 
equity  ratio  better  or  worse  than  it 


used  to  be?  Better  or  worse  than 
the  industry  norms?  Better  or 
worse,  after  this  recession,  than  it 
was  after  the  last  recession?  In 
company- watching,  comparisons 
are  all.  They  tell  you  if  management 
is  staying  on  top  of  things. 

Financial  analysts  work  out 
many  other  ratios  to  tell  them  how 
the  company  is  doing.  You  can 
learn  more  about  them  from  books 
on  the  subject.  Ask  your  librarian. 

But  one  thing  you  will  never 
learn  from  an  annual  report  is  how 
much  to  pay  for  a  company's  stock. 
Galactic  may  be  running  well.  But 
if  investors  expected  it  to  run  bet- 
ter, the  stock  might  fall.  Or, 
Galactic  could  be  slumping  badly. 
But  if  investors  see  a  better  day 
tomorrow,  the  stock  could  rise. 

Two  important  suggestions 
Those  are  some  basics  for  weighing 
a  company's  health  from  its  annual 
report.  But  if  you  want  to  know  all 
you  can  about  a  company,  you 
need  to  do  a  little  more  homework. 
First,  see  what  the  business  press 
has  been  saying  about  it  over  recent 
years.  Again,  ask  your  librarian. 

Finally,  you  should  keep  up 
with  what's  going  on  in  business, 
economics  and  politics  here  and 
around  the  world.  All  can-and 
will-affect  you  and  the  companies 
you're  interested  in. 

Each  year,  companies  give  you 
more  and  more  information  in  their 
annual  reports.  Profiting  from  that 
information  is  up  to  you.  I  hope 
you  profit  from  mine. 


Today,  the  printed  word  is  more  vital  than  ever.  Now  there  is 
more  need  than  ever  for  all  of  us  to  read,  better,  write  better,  and 
communicate  better. 

International  Paper  offers  this  series  in  the  hope  that,  even  in  a 
small  way,  we  can  help. 

Since  we  started  printing  it  in  1979,  we  have  sent  out-at 
requests  from  people  everywhere,  including  students,  teachers  and 
business  people-nearly  three  million  reprints. 

If  you  would  like  reprints  of  this  advertisement,  write:  "Power 
of  the  Printed  Word,"  International  Paper  Co. ,  Dept.  8-K,  PO.  Box 
900,  Elmsford,  New  York  10523.  ©i98i,  international  paper  company 
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Here's  a  mutual  fund  concept  that  might 
provoke  hard  thinking  in  big  companies 
about  ways  to  distribute  earnings. 

Tax-free 
dividends 


By  William  Baldwin 


R 


ichard  J.  Sluggett  had  an  idea 
in  1970  that  was  a  little  ahead  of 
its  time.  Then  a  35-year-old  attor- 
ney in  Palm  Beach,  Fla.,  Sluggett  hit 
upon  a  way  to  make  dividends  all  but 
tax-free.  He  set  up  a  mutual  fund  called 
American  Birthright  Trust  and  arranged 
to  have  it  taxed  like  a  corporation,  which 
qualified  it  for  the  deduction  that 
exempts  85%  of  all  dividends 
to  a  corporate  recipient. 

Sluggett  figured  that  if  his 
fund's  operating  expenses 
equaled  15%  or  more  of  its 
dividend  income,  it  would 
pay  no  taxes.  As  long  as  the 
fund  reinvested  its  income 
and  never  paid  dividends,  its 
shareholders  wouldn't  have 
to  worry  about  taxes  either, 
unless,  and  until,  they  sold 
their  shares. 

Investors  were  skeptical, 
however.  Most  mutual  funds 
are  tax  exempt  because  they 
pay  out  all  their  earnings  to 
shareholders.  Sluggett's 
American  Birthright  was  dif- 
ferent, and  slow  to  catch  on. 
The  mutual  fund  industry 
didn't  hurry  to  bring  out 
copycat  products  but  sat  on 
the  sidelines  while  Sluggett 
fought,  and  won,  various  battles  with  the 
Internal  Revenue  Service. 

However,  bracket  creep  and  the  U.S. 
public's  increasing  awareness  of  tax  con- 
sequences worked  in  Sluggett's  favor.  In 
1978  Sluggett  brought  out  a  sister  fund, 
Tax- Managed  Fund  for  Utility  Shares. 
Later  that  year  Colonial  Management 
Associates,  an  old-line  Boston  firm,  of- 
fered a  fund  patterned  on  American 
Birthright.  And  several  smaller  imitators 
have  popped  up  recently.  "Everybody 
said  it  wouldn't  work,"  says  John  J.  Col- 
lins, comptroller  of  American  Birthright 
Trust  Management,  the  fund's  advisory 
firm.  "It  worked.  Finally  we're  starting 


to  get  a  following."  American  Birthright, 
which  had  $36  million  in  net  sales  in  its 
fiscal  year  1980,  now  has  assets  of  $123 
million.  Tax-Managed  Fund  for  Utility 
Shares  has  $153  million  in  assets. 

Sluggett's  decade-old  idea  seems  a  win- 
ner. And  he  is  not  going  unrewarded  for  his 
pioneering.  Financial  statements  for  ABT 
Management  indicate  that  this  year  he 
could  easily  net  $3  million  pretax  from  his 
operation.  The  Securities  &  Exchange 


No  payouts,  no  taxes 

These  five  mutual  funds  claim  the  85%  corporate  divi- 
dends deduction,  and  they  never  make  distributions  to 
their  shareholders.  Result:  Growth  compounds  tax-free. 

Assets 

Fund  (mil) 

Date         Annual  expenses 
started             per  $100 

American  Birthright  Trust  $123.5 
Palm  Beach,  Fla. 

fune  1970 

$1.32 

Colonial  Tax-Managed  Trust  90.0 
Boston,  Mass. 

November  1978 

1.01 

Foster,  Hickman  is.  Zaenglein  1.0 
Tax-Managed  Trust 
Rochester,  N  Y. 

December  1980* 

6.83 

Tax  Deferred  Capital  Corp.  0.5 
Palm  Beach,  Fla. 

February  1981 

1.50 

Tax-Managed  Fund  153.1 
for  Utility  Shares 
Palm  Beach,  Fla. 

April  1978 

1.26 

"Previously  run  as  Conventional  mutual  fund, 

Commission  last  fall  brought  suit  against 
him,  charging  that  his  1%  annual  manage- 
ment fee  was  excessive  since  he  was  sub- 
contracting almost  all  the  work  of  picking 
stocks  to  Arnold  Ganz  Associates  for 
0.15%.  Sluggett  settled  the  case  by  making 
one-time  rebatesof  $465, 000  to  the  funds. 

How  good  are  such  funds  as  invest- 
ments? As  with  any  investment  featuring 
a  tax  angle,  there's  a  tendency  for  transac- 
tion costs  to  eat  up  the  tax  savings.  All  the 
tax-managed  funds  have  sales  commis- 
sions of  up  to  8.5%,  most  to  brokers  for 
the  hard-sell  of  an  unorthodox  product. 

There's  also  a  risk  of  tax  strategy  over- 
riding good  judgment.  "Tax  manage- 


ment is  the  frosting  on  the  call 
have  to  make  sure  you  want  the 
says  funds  analyst  A.  Michael 
Consider  Tax-Managed  Fund  for 
Shares,  where  converting  dividen 
capital  gains  is  especially  appeal 
cause  of  utilities'  high  yields.  Sta 
1978 — a  lousy  year  to  be  buying 
ties — the  fund's  total  annual  retii 
averaged  minus  1.4%. 

American  Birthright  Trust,  b 
trast,  is  heavily  into  energy  stocl 
Global  Marine  and  Halliburton.  TH 
the  end  of  1980  its  performance  av 
just  under  12%  a  year,  which  trar 
into  9.5%  after  taxes  and  commi 
for  a  50% -tax-bracket  investor  wh 
out  after  a  decade.  A  convention 
load  mutual  fund  making  the  sar 
turn,  half  from  dividends  and  h 
long-term  capital  gains,  would  l 
7.8%  after  tax  if  the  gains  were  pa 
every  year. 

To  make  themselves  exempt  fro 
come  taxes  the  Birthright-style 
must  use  not  only  the  85%  divi 
deduction  but  various  devices  to 
reporting  capital  gains.  One  trick 
buy  preferred  stocks  on  margin  an 
immediately  after  a  dividend  pay 
another  involves  selling  call  option; 

the  basic  strategy,  exp 
Donald  L.  Colvin,  pres' 
of  the  Tax  Deferred  Ci 
Corp.,  is  to  take  losses 
and  let  the  gains  run.  T 
common  sense,  says  Cg 
yet  many  a  convent; 
fund  manager  takes  gain 
cry  year  so  there  can 
distribution  to  the  holi 
even  if  the  portfolio  is 
tered  with  unrealized  lo 
"They  force  dividends  ot 
people.  The  poor  guy  ha 
choice  but  to  report  it  oi 
tax  return." 

For  that  matter,  t 
would  be  no  need  for  the 
managed  funds  and  i 
steep  overhead  costs  if  cc 
rations  themselves  ado 
the  tax  strategy  of  never 
ing  dividends.  There  ii 
reason  in  principle 
stockholders  who  need  current  inc 
could  not  sell  a  few  shares  each  yea 
effect  taking  a  dividend  in  the  form 
capital  gain.  Corporations  with  r 
cash  than  they  can  effectively  reinve 
the  business  could  make  irregular  re 
chases  of  their  own  stock  without 
verse  tax  consequences — Teledyne 
Crown  Cork  &  Seal  have  been  doing 
for  years.  But  habits  die  slowly.  ? 
corporations  are  still  paying  dividend 
a  tax  cost  that  Harvard  economists  I 
tin  Feldstein  and  Jerry  Green  estima 
over  $10  billion  a  year.  It  will  take  i 
more  funds  like  American  Birthrigh 
fore  corporations  wake  up.  ■ 
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Front  desk  activity  at  the  Marriott  Essex  House  in  New  York  City 


An  effective  employee  com- 
munication program  must  con- 
sider both  what  the  employees 
want  to  know  and  what  they 
ought  to  know.  The  way 
Alexander  &  Alexander's  subsid- 
iary Benefacts  Inc.,  looks  at  a 
hotel  chain  will  help  explain  how 
we  will  look  at  your  business.  In 
this  case,  we  look  through  the 
eyes  of  the  people  who  meet  the 
guests  as  well  as  the  people  who 
I  meet  the  payroll.  Analyzing  hos- 
telry programs  from  the  time 
people  are  hired  to  the  time  they 
retire. 

Effective 

communication  programs 

Only  by  working  from  a 
client's  point  of  view  can  we  be 
sure  a  company  gets  the  most 
comprehensive,  cost-efficient 
program  possible. 

This  insiders  vantage  point 


enables  our  BENEFACTS®  spe- 
cialists to  act  as  communication 
consultants  to  any  organization 
with  a  story  to  tell  its  employees. 
Whether  this  means  producing 
Personal  Annual  Reports  for  the 
employees,  simplifying  instruc- 
tional or  contractual  language 
through  our  ClearWrite-'  ser- 
vice, providing  Retirement  Com- 
munication Services,  or  creating 
audio-visual  aids  and  training 
materials.  Benefacts  knows  how 
to  drive  your  message  home. 

Each  industry  has  different 
needs.  For  human  resource  man- 
agement, for  insurance,  for  risk 
management,  for  financial  ser- 
vices. And  each  of  our  120  offices 
here  and  overseas  has  the  facili- 
ties, expertise,  and  strength  to 
fulfill  the  requirements  of  any 


company,  large  or  small,  in  any 
industry. 

We  think  a  big  reason  A&A 
has  become  one  of  the  largest  and 
most  trusted  insurance  brokers 
worldwide  is  that  we  work  the 
same  way  with  every  client.  From 
the  client's  point  of  view. 


Alexander 
gAjexander 

From  the  client's  point  of  view. 


David  Brown  brought  you  Patton,  The  Sting 
and  Jaws.  But  when  he's  not  reading  scripts, 
he's  likely  to  be  studying  stock  tables. 


A  boffo,  socko 
portfolio 


Profiles 


By  Steven  Flax 

•^P  consider  myself  a  professional  in- 
jg  .  cstor,"  says  movie  mogul  David 
A  Hiown,  peering  over  a  desk  covered 
with  film  scripts,  literary  properties  and 
a  Sutro  &  Co.  stock  guide.  "If  it  were 
against  the  law  to  make  movies,  I  could 
happily  spend  the  same  time  and  energy 
on  my  personal  financial  interests." 

Brown,  of  course,  has  scored  big  with 
such  box  office  hits  as  The  Sound  of  Music, 
/'at/on  and  Jem  >s.  In  the  nine  years  since 
he  and  partner  Richard  Zanuck  resigned 
lucrative  contracts  at  Warner  Brothers, 
their  Zanuck/Brown  Co.  has  earned  well 
over  $60  million  pretax.  This  makes  the 
two-man  partnership  one  of  the  most 
successful  independent  production  com- 
panies in  the  entertainment  business. 

Still,  the  64-year-old  Brown,  whose 
four-floor  Manhattan  penthouse  over- 
looks Central  Park,  claims  to  have  done 
much  better  as  an  investor.  Unlike  many 
celebrities,  Brown  manages  his  own 
money — and  it  is  easy  to  see  why:  Last 
year,  for  example,  his  $13  million  com- 
mon stock  portfolio  showed  a  57%  re- 
turn. With  this  and  other  holdings  in 
bonds,  oil  and  gas,  real  estate  and  cattle, 
Brown  has  taken  his  share  of  Zanuck 
Brown's  earnings  and  grown  them  over 
the  years  into  a  net  worth  of  almost 
$40  million.  That  is  a  conservative  esti- 
mate, since  Brown  carries  all  his  real 
estate  at  cost. 

Brown  got  into  the  stock  market  in  a 
big  way  during  the  1962  Cuban  missile 
crisis.  He  was  in  Pittsburgh  with  his 
wife,  Helen  Gurley  Brown,  who  was  pro- 
moting her  bestseller,  Sex  and  the  Single 
Girl.  "While  we  were  on  the  air,  word 
came  from  the  newsroom  that  Russia 
was  mobilizing,"  says  Brown,  a  gracious 
man  whose  charm  extends  to  the  tips  of 
his  guardsman's  moustache.  "I  immedi- 
ately went  to  the  local  branch  of  my 


broker.  I  bought — on  the  theory  that  if 
we  were  going  to  be  extinguished  by 
missiles,  everything  would  go  anyway. 
And  if  we  weren't,  probably  there  would 
be  a  nice  profit.  I  was  right." 

That  was  all  the  encouragement  some- 
one as  bullish  as  Brown  needed.  "I  like 
the  commitment  and  the  action  of 
buying,"  he  says,  his  eyes  twinkling  as 
he  lights  a  cigar.  "But  I  don't  think  you 
can  throw  investments  into  a  box  and 
forget  them,  because  you  can't  throw  the 
world  into  a  box  and  forget  about  it.  One 
development,  maybe  thousands  of  miles 
away,  will  affect  the  entire  psychology  of 
the  marketplace.  You  have  to  watch  its 
fever  chart  on  a  daily  basis." 

Investing  also  appeals  to  Brown's  curi- 
osity. "It's  so  satisfying  that  it's  almost 
recreational,"  says  Brown.  "It  gives  me 
insights  into  many  activities,  compa- 
nies, people  and  products.  I've  always 
been  a  generalist,  and  investing  gives  me 
the  occasion  to  learn  about  a  company 
that  makes,  say,  left-handed  monkey 
wrenches.  I  read  their  proxy  statements, 
their  annual  reports,  the  financial  press. 
All  of  it."  In  fact,  Brown  devotes  over  20 
hours  a  week  to  managing  his  money — 
devouring  everything  from  xheCattlcnum 
magazine  to  Forbes. 

Since  the  missile  crisis  Brown  has  de- 
veloped his  shrewd  opportunism  into  a 
refined  moneymaking  strategy.  "One- 
third  of  my  capital  is  in  what  I  call 
'bomb-shelter  investments.'  These 
would  survive  anything  except  the  col- 
lapse of  the  capitalist  system  or  collision 
with  an  extraterrestrial  body." 

For  such  protection,  Brown  buys  most- 
ly high-quality,  tax-exempt  municipal 
bonds.  "I  am  a  contrarian  about  bonds," 
he  says.  "I've  continued  to  buy  them  as 
they've  discounted  because  I  look  at  tax- 
exempt  income  as  an  end  in  itself,  and  I 
don't  torture  myself  about  the  declining 
purchasing  power  at  maturity." 


Another  third  of  Brown's  portfolj 
what  he  calls  "aggressively  consi 
tive."  "IBM  is  a  good  example.  It  c 
be  affected  by  Japanese  compctitio 
technology,  but  it  isn't  likely  to  gd 
way  of  the  old  Penn  Central," 
Brown.  "It's  not  as  conscrvativq 
AT&T;  it  could  grow  quite  signifk 
ly — but  there's  no  threat  of  extinctic 

Brown  likes  to  diversify  within  se 
ed  industries.  His  60-or-so  holdings' 
concentrated  in  computer  techno 
and  energy,  asset  plays  such  as  p 
companies  and,  lately,  bank  stocks 
Citicorp.  Look  for  the  companies  \ 
the  sturdiest  capitalization  in  those 
tors,  and  there  you'll  find  Brown. 

He  also  believes  in  having  some  st| 
that  are  out  of  favor.  The  airlines, 
Am  in  particular,  are  an  example.  "F 
so  enamored  with -them,"  says  his  v 
"that  the  worse  they  do,  the  mors 
buys.  It's  like  having  one  child — li 
Gwendolyn — who  does  poorly.  Til 
the  one  who  becomes  your  special  p3 

Brown,  of  course,  admits  that  airl 
are  risky  investments.  "But  I  don't  beli 
there  will  be  any  obsolescence,"  he 
plains.  "Flying  is  going  to  be  the  prirr 
mode  of  long-distance  travel  for  our  I 
time  and  probably  our  children's  lifeti 
What's  more,  the  slightest  increase  in 
economy  plus  the  higher  fares  they're  r 
getting  will  benefit  the  industry  sig 
icantly.  My  theory  is  that  if  the  airli 
survive  financially,  they  could  doubly 
value  within  18  months  with  any  dec! 
in  fuel  costs,  even  2% .  And  Pan  Am  is 
best-known  name  in  aviation." 

If  he's  willing  to  go  for  airlines,  w 
warns  Brown  that  an  investment  is 
risky  to  be  "aggressively  conservativ 
"A  danger  signal  for  me  is  a  new  isg 
too  much  hype,  stock  splits  and  corn 
nies  with  names  that  are  calculated 
bring  in  money,"  he  says,  "whether 
field  is  hydroponics  or  the  new  scient: 
genetics."  Brown,  who  grew  up  weall 
on  Long  Island,  has  a  valise  full  of  wor 
less,  pre-Depression  securities,  so 
signed  by  Lee  De  Forest,  the  inventoi 
the  vacuum  tube,  whose  radio  compi 
failed  because  it  was  undercapitaliz 
"You  always  have  another  opportuni 
usually  at  less,"  he  explains.  "I  dc 
want  to  get  in  on  the  ground  floor." 

Lately,  Brown  has  bought  into  B< 
Beranek  and  Newman,  Tandem  Co 
puters,  Datapoint  and  M/A-Com.  "1 
not  troubled  by  the  diminishing  back 
of  some  of  the  high-technology  com 
nies,"  he  says.  "My  inclination  is  to  I 
more  because  there's  no  way  that  t 
age,  perhaps  the  next  two  decades,  v 
not  be  the  age  of  computer  technology 

The  final  third  of  Brown's  portfohc 
speculative.  "This  includes  oil  and  g 
cattle  and  real  estate,"  he  says.  "Not  i 
sort  that  might  go  up  in  smoke,  1 
things  with  the  capacity  to  exceed 
your  other  investments  in  growth."  ] 
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md  Broun  in  the  screening  room  at  Twentieth  Century-Fox 

\  as  an  economic  illiterate.  A  guy  who  was  always  borrowing,  paying  back,  spending  the  rent  on  champagne  tastes. 


psple,  Brown's  real  estate,  which  ih- 
Sles  hundreds  of  acres  of  land  in  Put- 
Ifi  County,  N.Y.,  has  appreciated 
One  of  his  five  oil  properties  has 
■in  a  big  winner  too — increasing  his 
1,000  investment  to  seven  figures, 
i  y  the  cattle  venture  has  a  cloud  hang- 
j  over  it.  Brown's  herds  are  maturing 
fen  cattle  prices  are  showing  signs  of 
fcening. 

jfntil  his  late  30s,  Brown,  who  was  by 
|n  a  highly  paid  executive  at  Twentieth 
itury-Fox,  was  far  better  at  spending 
n  investing.  "I  was  an  economic  illiter- 
i"  he  claims,  "a  guy  who  was  always 
kowing,  paying  back,  having  the 
|rts,  spending  the  rent  on  champagne 
|es."  After  his  third  marriage,  however, 
wn  turned  his  mind  to  household  fi- 
ice,  and  managing  money  eventually 
ame  his  third  successful  career, 
[rown  majored  in  journalism  at  Stan- 
1.  In  World  War  II,  he  was  assigned 

the  psychological  warfare  depart- 
nt.  "Something,"  says  partner  Rich- 

Zanuck,  "that  has  helped  in  the 
vie  business,  where  you're  dealing 
:h  crackpots  most  of  the  time." 
er  the  war  Brown  became  something 
i  child  prodigy  in  publishing.  He  was 
tor  o&Liberty  Magazine  at  31  and  soon 


became  managing  editor  olCosmopolitan . 

In  1952  Danyl  F.  Zanuck  asked  Brown 
to  head  the  story  department  at  Twenti- 
eth Century-Fox.  In  those  days  studios 
produced  30-odd  films  a  year,  all  made 
entirely  in  house,  and  Zanuck  needed 
someone  who  could  juggle  a  variety  of 
subiects  and  cope  with  constant  dead- 
lines. Brown  had  never  dreamed  of  a 
career  in  movies,  and  he  had  to  cram  for 
his  interview  with  Zanuck  by  seeing 
nothing  but  Fox  films. 

Shortly  after  Brown  got  there,  Holly- 
wood started  reeling  from  the  onslaught 
of  television,  but  soon  his  studio's  efforts 
were  focused  on  Cinemascope — the  in- 
dustry's answer  to  the  tiny  TV  screens  of 
the  day.  When  Brown  asked  his  boss 
what  sort  of  stories  he  wanted  for  the 
new  medium,  he  was  told  "they 
shouldn't  be  too  deep,  David,  but  they 
should  be  very  wide."  For  years,  no  mov- 
ie lost  money  with  that  formula,  and 
Brown  rose  to  become  executive  vice 
president  and  a  director  at  Fox. 

In  1970  he  and  Richard  Zanuck  quar- 
relled with  the  elder  Zanuck  over  man- 
agement policy  and  were  fired.  Then, 
after  a  short  stint  at  Warner  Brothers, 
Brown  and  Zanuck  decided  to  form  their 
own  company.  "Had  we  not  left  Fox  in- 


voluntarily," says  Brown,  "we  would 
never  have  chosen  to  become  entrepre- 
neurs. But  we  began  to  see  that  execu- 
tives are  people  at  the  mercy  of  other 
people  pacing  up  and  down  in  a  room 
saying,  'What  are  we  going  to  do  about 
Brown?'  " 

For  a  while  the  two  worked  out  of 
Zanuck's  house  and  Brown's  hotel  room, 
making  appointments  from  phone 
booths,  toting  manuscripts  to  the  post 
office  and  cooling  their  heels  in  studio 
waiting  rooms.  Secretaries  would  meet 
them  in  Beverly  Hills  and  take  dictation 
in  the  back  seat  of  a  car.  Then  an  agent 
slapped  a  package  on  the  trunk  of  their 
mobile  office.  It  was  the  script  of  a  movie 
to  be  called  The  Sting.  The  rest,  as  they 
say,  is  history.  Today  Zanuck  and  Brown 
are  back  producing  films  with  Twentieth 
Century-Fox,  the  company  that  ousted 
them  having  paid  an  estimated  several 
million  to  get  them  back. 

With  all  the  success,  moreover,  Brown 
shows  no  sign  of  curbing  his  optimism. 
"The  only  alternative  is  to  be  in  a  fox- 
hole somewhere,"  he  concludes.  "I  prefer 
to  go  down  with  the  country,  the  econo- 
my and  the  capitalist  system.  Until  then, 
I'll  continue  to  bet  broadly  on  the  future 
of  mankind."  ■ 
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"Will  gasoline-powered  tractors'  -  ^^r^F^; 
ever  replace  steam  tractors7"  The  Case  Company 
thought  they  would,  and  built  this  prototype 
in  1892  Within  live  years,  two-cylinder  gasoline 
tractors  were  selling,  and  Case  was  on  the  road 
to  becoming  a  world  leader  in  agricultural  Cjf/EZ* 
and  construction  equipment. 


Case  Experience 


New  power  on  the  job. 


In  1892,  the  Case  Company  produced  its  first  prototype 
gasoline  tractor. 

Case  has  been  a  leader  in  power  technology  for  the  farm 
and  the  construction  industry  since  it  produced  its  first 
steam  engine  in  1869.  Case  engineering  has  pioneered 
in  improving  equipment  performance,  from  steam  to 
gasoline  to  modern  diesel  power. 

Producing  increasingly  powerful  farm  tractors  gave  Case 
the  technology  and  production  experience  essential  to 
build  rugged  construction  equipment.  In  addition  to  being 
a  leading  producer  of  agricultural  tractors  today,  Case  is 


the  second  largest  construction  equipment  manufacturer 
in  North  America. 

We  offer  the  broadest  line  of  construction  equipment  of 
any  manufacturer  —  Case  wheel  loaders  like  this  one; 
Case  backhoes,  dozers,  loaders,  trenchers,  and  com- 
paction equipment,  and  Case,  Drott  and  Poclain  excava- 
tors. Case  lives  up  to  its  heritage:  providing  new  power 
for  the  job. 

J  I  Case 

A  Tenrteco  Company 

700  State  Street  Racine,  Wl  53404  USA 


tor-in-chief  Malcolm  Forbes  was  interviewed  recently  by  author- 
rnalist  Susan  Mazur  Their  discussion,  published  in  Omni  maga- 
e,  ranged  from  presidential  politics  and  national  defense  policy  to 
allocation  of  mineral  rights  on  Jupiter.  (The  latter,  Forbes  says,  is 
our  most  pressing  problem  today.)  The  interview  follows. 

The  future  of 
workaday  capitalism 


MSFsphoto  by  Omni  *s  Tony  Gucciohe 


I:  Would  you  say  it's  time  to  rethink 
;lection  process?  Are  the  good  people 
pg  through? 

:ES:  The  fact  that  somebody  ends  up 
fice  who  we  all  think  is  a  big  mis- 
!  that  seemingly  the  best  man  didn't 
-well,  who's  to  know?  Some  of  the 
.  people  have  been  disappointments, 
lOme  of  the  most  unlikely  have  been 
essful.  Harry  Truman,  a  failed  haber- 
er,  for  heaven's  sake,  turned  out  to 

damned  effective  President.  And 
ght  Eisenhower  was  good  because  he 
sd  a  lot  of  golf  and  left  the  presidency 
is  lieutenants  and  staff  at  a  time 
n  doing  things  wasn't  in  major  mea- 
a  first  priority.  You  know  presidents 
are  overactive  can  be  a  pain  in  the 

too. 

rere  are  other  times  when  strong 
ership,  such  as  that  provided  by  Win- 

Churchill  during  the  Second  World 
.  is  right.  A  Franklin  Roosevelt,  after 
lly  reversing  what  he  got  elected  on 
ng  the  Depression,  is  seen  in  retro- 
It  to  have  really  saved  the  free-enter- 

system,  though  he  was  damned  by 
lie  like  my  father  and  everyone  else 
usiness  as  anathema. 
b  who's  great  and  who  isn't?  The 
ning  mediocrities  who  get  elected 
turn  out  to  be  great,  and  some  of  the 
s  who  just  seem  ideal  for  office  can 
i  out  to  be  duds. 

*JI:  How  do  you  view  the  future  with 
aid  Reagan  as  President? 
BES:  The  things  Mr.  Reagan's  been 
ng  for  a  dozen  years  are  currently  in 
ion:  He's  stressing,  mainly,  that  we 
i  to  build  ourselves  up  militarily, 
i  right,  too,  that  taxation  can  be  un- 
luctive  to  the  point  where  it  isn't 
thwhile  to  work  overtime  because 
:he  diminishing  return.  He's  con- 
led  with  bureaucracy.  He  knows  he 
ht  to  call  on  the  business  communi- 
ar  advice.  He  realizes  his  own  lum- 
ens. And  I  think  that  he  will  appoint 


a  cabinet  of  people  with  capability. 
Omni:  On  another  one  of  your  record- 
making  adventures  last  summer,  motor- 
cycling across  Russia,  you  presented 
Moscow's  Mayor  Promyslov  with  one  of 
your  "capitalist  tool"  neckties  in  return 
for  his  gift  to  you  of  a  key  to  the  city  of 
Moscow.  Would  you  say  the  future  calls 
for  more  such  personal  efforts  to  ensure 
de'tente  with  the  Russians? 
Forbes:  Well,  the  mayor  chuckled  and 
then  abruptly  ceased  chuckling.  But  it 
was  good-natured,  and  I  gave  him  a  scarf 
that  has  the  same  slogan  for  him  to  give 
to  his  wife.  It  was  a  happy  exchange. 

I  don't  think  we  have  a  problem  on  a 
people-to-peoplc  basis  with  the  Soviet 
Union.  All  the  Russians  I  came  across 
were  friendly.  People-to-people  contact 
is  good.  And  it's  been  universally  thus  in 
almost  every  war.  Soldiers,  for  instance, 
could  fraternize  between  attempts  to 
kill  one  another.  There's  not  even  a 
thaw  in  such  contacts  as  mine  with 
Mayor  Promyslov. 


The  good-fellow  relationships  have 
been  tried  on  the  presidential  level  as 
well.  You  remember  Roosevelt  initially 
said,  "Oh,  I  can  handle  good  old  Uncle 
Joe."  This  was  near  the  end  of  the  Sec- 
ond World  War  and  just  before  the  begin- 
ning of  the  Cold  War.  What  exists  now, 
though,  is  a  different  matter.  The  Soviet 
Union  is  a  superpower  with  taw  military 
might,  pursuing  its  own  interests. 

Communism  as  a  theory  simply  has 
not  been  accepted  in  the  world.  It's  re- 
garded as  being  both  inefficient  and  en- 
slaving. The  Russians  are  surrounded,  in 
a  sense,  by  a  hostile  world.  It's  true  Chi- 
na's a  Communist  nation.  Yugoslavia's 
Communist.  But  they  don't  get  along 
with  the  U.S.S.R. 

What  exists  between  the  U.S.S.R.  and 
the  United  States  is  a  conflict  of  two 
dedicated  beliefs  in  opposite  ways  of  life 
and  of  governing  populations.  Ours  is 
more  effective  in  the  sense  that  people 
would  rather  get  out  of  Russia,  while 
nobody  is  trying  to  flee  into  Russia.  This 
makes  the  Russians  even  more  defen- 
sive and  more  offensive.  That's  why  all 
their  resources,  in  a  major  measure  any- 
way, are  devoted  to  military  strength. 
That  is  what  makes  Russia  matter.  It  is 
not  the  power  of  its  theory  of  govern- 
ment, which  has  lost  its  cutting  edge  in 
practice. 

Motivation  has  come  there  in  garden 
plots.  The  government  gives  people  little 
garden  plots  in  Moscow,  and  that's 
where  80%  of  their  vegetables  come 
from,  not  from  the  communes.  The  mo- 
tivation of  free  enterprise  is  something 
Russia  is  trending  to  because  it's  the  way 
to  get  results  fastest.  The  Communist 
system  is  eroding. 

Omni:  The  Pentagon  offered  $200  mil- 
lion this  past  year  in  research  and  devel- 
opment money,  a  70%  increase  in  spend- 
ing in  three  years,  to  schools  such  as 
MIT,  Cornell,  Stanford  and  Berkeley,  for 
projects  "unrelated  directly  to  weapons," 
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but  very  much  related  to  American  mili- 
tarism. Other  federal  agencies'  offers 
have  hardly  matched  inflation.  There  are 
complaints  that  funds  have  been  si- 
phoned from  environmental,  health  and 
social  sciences.  It  is  argued  that  what  wc 
need  more  than  new  gadgetry  is  fewer 
physicists  and  engineers  at  the  core  of 
our  Defense  Department,  more  tacti- 
cians and  a  lot  of  honest-to-goodness  sol- 
diers. Have  we  overlooked  the  impor- 
tance of  the  sciences  in  appropriating 
these  funds  for  the  military? 
FORBES:  No.  I  agree  that  we  need  more 
soldiers  and  more  tacticians.  We  need 
much  more  of  the  straightforward  stuff. 
A  gun  in  the  hand  is  worth  any  number 
being  tested. 

That's  also  our  problem  with  tanks. 
The  U.S.S.R.  has  umpteen  thousands  of 
them  along  its  borders.  We  have  a  better 
tank,  theoretically,  that's  been  undergo- 
ing tests  and  development  for  the  past 


"We  have  so  much 
technology7,  and  we  brag 
so  much  about 
our  technological 
superiority,  but  it's  always 
in  the  laboratory. 
It's  always  being  tested. 
It's  not  in  the  hands  of 

troops,  of  whom 
we  don't  have  enough. 
So  $200  million 
on  this  research 
is  important." 


ten  years.  Only  recently  did  they  finally 
decide  it  needed  a  filter,  that  there  was 
dust  on  the  battlefield,  and  that  to  keep 
the  dust  from  fouling  the  engine,  we 
needed  a  filter. 

We  have  so  much  technology,  and  we 
brag  so  much  about  our  technological 
superiority,  but  it's  always  in  the  labora- 
tory. It's  always  being  tested.  It's  not  in 
the  hands  of  troops,  of  whom  we  don't 
have  enough.  So  $200  million  spent  on 
this  type  of  research,  the  Defense  De- 
partment thinks,  is  very  important  for 
us.  It  is  not  a  misappropriation.  The 
misappropriation  is  the  lack  of  greater 
appropriation. 

What  we  need  to  do,  I  think,  is  to  put  a 
50-ccnt-a-gallon  tax  on  gasoline  and 
wrap  it  around  the  flag.  If  some  country 
seizes  Americans  as  hostages  and  we  de- 
cide to  rescue  them,  we'll  have  the  capa- 
bility to  do  it. 

We  simply  have  to  realize  that  there 


is  a  cost  to  our  freedom,  to  our 
standard  of  life  and  to  the  umhrel 
offer  the  rest  of  the  free  world, 
that  responsibility  to  the  freedo 
peoples  everywhere,  we  don't  haj 
preach.  We  don't  have  to  upend 
governments. 

We've  got  to  have  weapons  ir) 
hands  of  our  troops,  not  in  the  labc 
ries.  So  the  $200  million  isn't 
wrongly  allocated.  What's  wrong  is 
isn't  a  few  billion  more  being  spent. 
Omni:  Does  the  military  budget  ha 
take  prionty  over  such  other  prograr 
research  and  development  of  the 
ronmental,  health  and  social  science 
Forbes:  We've  made  enormous  strid 
those  areas  and  have  spent  billions  d 
so.  That's  why  a  car  now  costs  $2 
more  than  it  did  five  years  ago.  N 
tenths  of  the  expense  has  been  in  cl 
ing  up  pollution  and  in  extending 
mileage  gasoline  gives  us.  Makir 
chimney  not  smoke.  It  all  ends  up  ir 
price  of  the  soap  we  buy.  It  enables  i 
live  longer  in  the  environs  of  what 
that  smoking  chimney,  thanks  to 
environmentalist    movement.  So 
have  spent  billions. 

But  we  cannot  get  back  our  esser 
military  muscle  at  no  cost.  Right  n 
with  a  50-cent  tax  on  a  gallon  of  gasol 
we'll  be  able  to  pay  for  a  strong  Amei 
We  will  cut  the  amount  of  gas  we'll  n 
to  import,  and  we'll  loosen  our  being  i 
hostage  to  OPEC.  Then  in  a  few  yt 
we'll  have  synthetic  fuels. 
Omni:  Do  you  think  the  breakup  of 
American  family  and  old-fashioned  j 
rality  has  had  a  causal  influence  onj 
dissipation  of  American  suprem 
overseas? 

Forbes:  I  don't  think  so.  In  the  first  pi 
I  don't  agree  that  the  American  fan 
has  broken  up.  Just  because  people  dc 
always  get  married  and  because  sc 
just  live  together,  I  don't  see  that  a 
breakdown  in  morality.  Nor  do  I  th 
the  proliferation  of  pornography  is  s 
ping  the  American  will  and  has  chan 
our  basic  way  of  life.  It's  just  brougl 
lot  of  hypocrisy  out  from  under  the  i 
Perhaps  it's  too  blatant.  But  people  1 
those  magazines  and  books  by  the  r 
lions.  They  want  them.  What's  the 
deal  if  they're  adults? 

I  don't  agree  with  the  profligate  disp 
of  pornography,  with  it  being  pushec 
your  face.  But  the  point  is  that  whei 
comes  to  young  people  living  toget 
before  they  get  married — practicing,  j 
might  say — I  can't  agree  that  this 
been  a  disaster. 

Instead  of  having  so  many  clc 
cases,  people  are  iust  letting  it  all  h 
out  to  a  greater  degree.  I  don't  th 
that's  bad  or  that  it's  made  us  a  wea 
country.  I  think  we  are  morally  heal 
ler  in  many  respects  than  we  were 
preceding  decades. 

Omni:  What's  the  most  critical  probl 
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facing  the  world  today? 
Forbes:  War.  Next  I'd  say  we've  created 
an  economy  with  a  degree  of  overly 
materialistic  expectation,  especially  in 
America.  We've  got  to  the  point  where 
we  no  longer  measure  the  quality  of  life 
by  the  number  of  bathtubs  in  the  coun- 
try. Now,  thanks  to  a  greater  degree  of 
education  and  so  forth,  everyone  feels 
he  has  a  right  to  things  that  used  to  be 
way-out  rewards — color  TV,  a  van,  a 
motorcycle. 

Well,  there's  ^oing  to  be  disappoint- 
ment in  this.  And  maybe  this  kind  of 
indulgence  isn't  even  desirable.  I'm  not 
generalizing,  because  I  can  afford  all 
those  things  and  have  been  lucky  to 
have  been  born  with  money.  It's  just 
that  wealth  is  relative.  I've  also  got  to 
remind  myself  continually  that  there- 
are  some  things  you  can  like  but  just 
can't  have. 

Omni:  Can  we  replace  the  present  tech- 
nocracy with  democracy,  where  people 
matter?  Where  people  do  for  them- 
selves? Is  the  phasing  out  of  bureaucra- 
cy possible? 

Forbes:  I  think  technology  has  provided 
more  answers  than  problems.  But  the 
evil  in  bureaucracy  is  that  in  working  for 
the  federal  government  or  the  state,  a 
person  is  almost  unfirable  under  Civil 
Service.  You  have  no  boss  to  whom 
you're  accountable.  You  can  be  sloppy. 
You  can  avoid  decisions.  You  couldn't 
care  less  if  the  public's  waiting  at  the 
window  at  five  o'clock. 
Omni:  Are  there  cues  we  should  be  tak- 
ing from  the  Japanese? 
Forbes:  It's  different  in  Japan,  because 
the  government  is  a  partner  in  the  corpo- 
rate approach.  The  Japanese  government 
set  up  standards  after  the  war  that  said 
everything  exported  from  Japan  must  be 
of  the  very  highest  quality  possible. 

In  our  country  that  would  not  be  de- 
sirable. That's  total  paternalism.  Here 
people  are  turned  off  by  paternalistic 
employers.  They  don't  want  the  em- 
ployer providing  them  all  a  hygienic 
house.  If  they  choose  to  live  in  a  tree 
house,  they  want  the  freedom  to  do  so. 
It's  not  the  company's  business.  Blue 
'Cross  and  "Blue  Care"  is  one  thing,  but 
I  think  our  independence  betwixt  where 
we  work  and  who  we  are  is  far  more- 
desirable.  It's  part  of  the  American  way 
of  life. 

In  Japan  the  two  are  totally  inter- 
twined. Once  you  join  a  company,  you 
have  job  security,  but  you  must  conform. 
You  exercise  in  the  morning  to  be 
healthy.  You  genuinely  applaud  a  new 
output  record.  It's  your  life  and  your 
company.  Well,  that'll  never  be  so  in 
America,  and  I  don't  think  it's  desirable. 
Omni:  Forbes  had  one  of  the  first  com- 
pany bike  racks  in  New  York  City  back 
in  the  early  Seventies.  Later  you  in- 
stalled a  corporate  gymnasium,  encour- 
aging employees  to  work  out  on  com- 


pany time.  How  do  you  see  these  as  a 
departure  from  what  the  Japanese  are 
doing? 

Forbes:  They're  totally  different. 
Omni:  Choice? 
Forbes:  Absolutely. 
Omni:  How  has  your  staff  responded? 
Forbes:  I  would  say  25%  of  the  employ- 
ees actively  use  the  gym  and  paddleball 
courts  on  the  roof,  the  golf  nets  and  all 
those  things. 

Kip,  director  of  our  fitness  center,  will 
schedule  a  yoga  class.  He  might  bring  in 
a  karate  expert  or  someone  adept  in  slim- 
nastics  or  modem  dance. 

People  who  work  here  have  been 
trained  to  do  the  Heimlich  maneuver  in 
the  event  someone's  choking.  Specialists 
in  various  departments  have  been 
trained  in  what  should  be  done  tor  a 
heart-attack  victim. 

It's  a  participatory  thing,  though,  and 
entirely  voluntary.  It  adds  pleasure  for 


"I  opposed  the  loan. 
Chrysler  was  in  desperate 
shape  because  nobody 
wanted  the  kinds  of  cars 
Chrysler  was  making. 
There's  a  price  for  being 
wrong  in  the  executive 
suite.  The  problem  with 
Chrysler  is  not  in  Tokyo.  Or 
Bonn.  Its  in  Detroit." 


people  who  work  here,  but  it's  a  pleasure 
of  their  choice. 

Omni:  Should  other  companies  investi- 
gate such  social  technologies  as  gyms, 
lounges,  holiday  incentives,  staggered 
work  hours  and  four-day  work  weeks  to 
improve  the  work  environment  of  the 
future? 

Forbes:  Yes.  Such  innovations  as  stag- 
gered work  hours  have  been  successful  in 
Sweden  and  other  countries.  These 
things  pay  off  in  all  kinds  of  practical 
ways — reduced  absenteeism,  greater  pro- 
ductivity. Aside  from  the  cold  dynamics 
of  output,  recognition  of  the  human  fac- 
tor by  the  employer  creates  a  zest  among 
employees.  They  like  what  they're  doing 
and  this  is  almost  beyond  price  in  the 
marketplace. 

These  things  don't  all  necessarily  work 
everywhere,  however.  Painting  the  work 
area  with  bright  colors,  or  different  col- 
ors, has  not  worked  for  the  Swedes. 


And  then  there's  the  four-day  \ 
week.  We  tried  it  at  Forbes  about 
years  ago.  It  was  not  a  success.  The 
son  why  it  didn't  work  for  us  was 
the  day  we  closed — Friday — most  ( 
businesses  were  functioning.  We  m 
have  somebody  in  each  departn 
That  meant  the  Friday  people  wet 
Monday  for  their  four-day  week.  In  t 
it  meant  that  we  were  on  a  three 
fully  manned  week.  In  our  busine 
just  didn't  work. 

The  point  is,  though,  a  wise  mai 
mcnt  Ivc/tt  tninj>  to  create  an  aware 
of  individual  worth  in  the  company 
I  said  in  The  Sayings  of  Chairman 
cotm,  "Everybody  has  to  be  SOmebqj 
somebody  to  be  anybody."  We  don't 
in  a  vacuum,  and  the  personal  elej 
is  especially  important  in  a  com 
complex. 

Omni:  In  the  workplace  of  tomoi 
then,  social  technologies  must  be 
evant  to  the  specific  situation. 
Forbes:  There's  no  blueprint,  but  t 
can't  be  paternalism.  We're  not  in 
Japanese  mold  of  work.  We  don't  j 
everybody  singing  the  company  sonj 
doing  calisthenics  together.  That's 
ney.  It  would  be  a  travesty  here.  Ai 
cans  put  a  far  greater  emphasis  on 
sonal  freedom. 

Omni:  Chrysler  was  bailed  out  of  h 
ruptcy  by  the  federal  government 
long-term  loan  guarantees.  How  do 
view  the  future  of  the  corporatio 
terms  of  self-reliance  versus  govemi 
alliance? 

Forbes:  In  the  first  place,  I  opposec 
loan.  Chrysler  was  in  desperate  s 
because  nobody  wanted  the  kinds  of 
Chrysler  was  making.  Instead  of  pi 
them  a  bonus  to  make  those 
though,  and  a  bonus  to  people  to 
them,  with  the  government  ba 
Chrysler  out  with  a  billion  and  a  hali 
government  should  have  said  to  tl 
"Here's  an  advance  billion  and  a 
dollars  for  the  delivery  of  tanks,  w 
we  need.  You  don't  have  to  fire  any! 
We  need  these  things,  and  your  fact 
know  how  to  make  them  and  ca: 
converted  to  produce  them.  And  ' 
pay  you  a  bonus  of  $500  for  every 
you  deliver  ahead  of  time  that  do 
break  down  between  driving  it  off 
assembly  line  and  getting  it  to  the  r 
of  delivery." 

In  short,  I  don't  think  it's  a  precee 
The  previous  loan  that  is  cited,  the 
to  Lockheed,  involved  a  defense  rela 
ship.  This  was  not  a  factor  in 
Chrysler  bailout,  where  the  motivi 
was  one  of  supporting  those  who 
going  to  lose  their  jobs,  which  is  a 
real  pressure.  Chrysler-like  loans  an 
an  answer. 

There's  a  price  for  being  wrong  ir 
executive    suite.    The  problem 
Chrysler  is  not  Tokyo.  Or  Bonn, 
problem    lies   in    Detroit's  execi 
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€  €NT€RPRIS€.  IT  8€GflN  H€R€. 
IT  COULD  ALSO  €ND  H€R€. 


Free  enterprise,  like  freedom  itself  never  comes 
free.  It's  something  you've  got  to  speak  out  *' 
and  tight  for. 

Trouble  is,  too  many  of  us  take  freedom  for 
granted  and  allow  our  most  precious  heritage  to 
slip  away,  a  piece  at  a  time. 

So  if  you  really  want  to  revitalize  America, 
begin  by  revitalizing  one  of  America's  basic 
freedoms:  Speak  out  for  free  enterprise. 
After  all,  it  began  here.  But  it  could  also  end  here 

Dolinnro  Free  ^nwfee 

/•"I  xwllv.ll  IV-W  companies  in  insurance, 


vlfOlJO  real  estate  and  management 
\jiw|^  services  with  assets  of  $2.7  billion. 
919  Third  Avenue,  New  York,  New  York,  10022. 
Reliance  Group,  Incorporated. 


suites.  Those  out  in  Detroit  didn't  read 
what  all  of  us  knew  and  could  see.  Theirs 
was  a  short-term  look  at  profit  that  has 
cost  them  a  long-term  debit. 

After  OPEC  was  formed  and  the  first 
oil  embargo  was  imposed,  we  continued 
to  nurture  a  dependency  we  couldn't  af- 
ford. But  we  were  still  turning  out  gas 
guzzlers.  That's  Detroit's  fault.  I  don't 
think  we  should  have  bailed  Detroit  out. 
I  don't  think  the  majority  of  Americans 
would  support  any  continuance  of  such  a 
direct  handout  to  the  so-called  free-en- 
terprise world. 

And  I  don't  think  it's  going  to  save 
Chrysler.  It's  not  enough.  It's  what's 
happened  to  the  whole  automobile  mar- 
ket in  this  country.  Our  problem  has 
been  created  within  the  industry,  not 
from  abroad,  and  in  a  free-enterprise 
system  the  problem  has  to  be  solved  in 
the  marketplace,  not  with  government 
handouts. 

Omni:  Are  we  witnessing  the  breakup  of 
the  big  corporation?  The  end  of  an  era  of 
big  growth:  A  return  to  the  Jeffersonian 
concept  of  small  business,  where  rewards 
are  for  performance  and  not  just  for  at- 
tending jobs: 

Forbes:  No.  In  the  big  corporation  the 
rewards  are  for  performance.  I  don't 
know  of  any  big  corporations,  including 
IBM  and  AT&T,  that  don't  have  a  world 
of  competition  from  new  technologies, 
other  companies,  and  so  forth.  We  need 
sizable  companies.  I  mean  we  need  Ex- 
xons,  companies  of  a  size  that  can 
spend  $4  billion  drilling  for  new  oil. 
Can  you  imagine  the  people  who  run 
the  Postal  Service  running  an  oil-explo- 
ration  program?  They  can't  even  deliver 
letters.  So  should  we  turn  it  over  to  the 
government? 

No,  big  business  is  not  the  problem, 
and  I  don't  think  there's  going  to  be  any 
end  of  it.  I  hope  not.  But  it  is  true  there 
are  more  mom-and-pop  businesses  than 
ever — tens  of  thousands  more. 
Omni:  Should  there  be  more  corporate 
funding  of  universities  and  research  in- 
stitutes for  research  and  development  in 
technology?  Not  Exxon  looking  at 
Exxon,  but  a  fusion  company  for  in- 
stance, looking  to  a  university? 
Forbes:  Companies  contribute  apprecia- 
bly. But  where  we've  slipped  somewhat 
is  in  the  "why  grass  is  green"  area.  In 
hard  times  there's  been  a  cutback  in  re- 
search and  development.  It's  a  mistake 
and  it's  one  reason  why  we've  fallen  be- 
hind in  the  technical  parade. 

Another  reason  is  that  we  often  re- 
search the  wrong  thing.  The  automobile 
industry,  for  instance,  has  spent  its  time 
and  money  investigating  people's  color 
preferences,  instead  of  developing  a 
more  efficient  gas-burning  engine. 
That's  being  behind  the  need  rather 
than  anticipating  it.  And  in  any  busi- 
ness, particularly  the  hardware  business, 
if  the  need  isn't  anticipated  for  what 


they'll  be  doing  three  years  from  now, 
they  won't  be  doing  very  well  three 
years  from  now. 

Omni:  Is  Forbes  involved  in  any  kind  of 
corporate  philanthropy  for  research  and 
development' 

Forbes:  Not  really.  We  support  the  arts 
generously.  We've  set  up  and  support 
several  museums.  We  do  contribute  very 
substantially  to  educational  institutions, 
including  those  with  which  we're  affili- 
ated, and  others,  but  not  directly  in  an 
RAD  sense.  We  probably  should,  but  we 
haven't. 

Omni:  Is  American  technology  eroding? 
Are  we  moving  into  more  of  an  import/ 
export  economy? 

Forbes:  You  can't  be  in  an  import/export 
economy  and  have  an  eroding  technolo- 
gy. That's  where  the  British  have  fallen 
on  their  face  to  the  Japanese,  who  now 
hold  the  position  Britain  maintained  a 
hundred  years  ago. 


"I  don't  agree  that  we 
should  promote  low  tech- 
nology over  high  technolo- 
gy. We've  all  gotten  quite 
good  at  sticking  hubcaps 
on  tires.  There  can't  be  too 
much  emphasis  on  devis- 
ing the  computer  that  de- 
termines whether  they 
should  be  stuck  on  at  all."' 


To  export,  you  have  to  be  competitive 
in  technology  as  well  as  in  price.  This  is 
why  we're  now  importing  some  technol- 
ogy from  Japan.  We're  importing  some  of 
the  techniques  the  Japanese  had  to  devel- 
op because  they  had  no  resources. 
Whether  it's  motorcycles,  automobiles, 
radios,  cameras,  television  sets,  Japanese 
technology  has  had  to  be  competitive  in 
order  for  the  lapanese  to  export. 

We've  suffered  complacency  here.  I 
think,  however,  we're  rapidly  getting 
over  it,  under  exigencies  laid  down  in  the 
marketplace.  We're  fairly  innovative;  we 
have  a  lot  of  companies  that  have  stayed 
aggressive  and  hungry  and  lean  and  keen. 
Omni:  In  which  areas  have  we  slipped? 
Forbes:  The  automotive  field,  which 
was  one  we'd  pioneered.  In  the  TV  field, 
and  in  the  miniaturization  of  electronics, 
we've  slipped,  too.  It's  a  tough  world  out 
there,  and  you  can't  slip  long  and  still 
export.  Export/import  is  not  a  substitute. 


It's  a  result  of  being  ahead  in  techno 
And  so  are  awakening  from  the  leto 
that  success  for  so  long  gave  us,  pan 
larly  while  the  rest  of  the  world  wa^ 
on  its  face  after  the  Second  World  W 
Omni:  Is  an  emphasis  in  the  school 
more  technical  education  at  the  exp 
of  the  humanities  an  answer  to  rcvit 
ing  industry  and  updating  our  plants 
machinery?  Should  engineering  sch 
promote  more  studies  in  basic  techr 
gy,  rather  than  favor  the  glamorous ; 
of  computer  science,  data  processing 
oil  engineering? 

Forbes:  Yes.  I  think  most  of  the  ex 
ment  in  the  future  of  industry  lit 
making  inroads  into  technology.  E 
don't  agree  that  we  should  promote 
technology  over  high  technology.  V\ 
all  gotten  quite  good  at  sticking  hub 
on  tires.  There  can't  be  too  much  em 
sis  on  devising  the  computer  that  si 
them  on  more  accurately  and  even  d 
mines  whether  they  should  be  stuc 
at  all. 

The  Navy  Department,  for  exan 
can't  function  with  what  it  has,  no 
lack  of  low  technology,  but  becaus< 
don't  have  enough  of  the  other.  Th 
where  the  excitement  is,  in  high  t 
nology,  training  somebody  who  cai 
things  when  they  break. 
OMNI:  Should  there  be  less  emphasi 
the  humanities  in  schools? 
Forbes:  Without  sacrificing  the  hur 
ities.  The  humanities  are  vital.  We  < 
just  change  the  proportion  of  the  n 
bers  of  those  entering  humanities  vc 
those  entering  the  sciences.  I  don'l 
lieve  in  these  great  coordinated  progi 
that  say,  "Five  years  from  now  we'll 
ten  thousand  more  technicians  in 
area,  forty  thousand  more  in  that.  H 
a  program  to  fund  it."  I  think  supply 
demand  is  the  great  impetus. 

There  will  always  be,  and  shouk 
encouragement  for  studying  civiliza 
and  its  literature  and  its  poetry, 
there's  no  way  an  increased  emphasi 
high  technology  will  lessen  the  nur 
of  poets  who  are  turning  out  verses  ir 
garret  or  after-hours  at  McDonald's. 

What  should  be  pointed  out  to  yo 
sters,  though,  beginning  in  the  presc 
years,  are  the  boundless  opportunitu 
science.  I  think  parents  should  be  r 
attentive  to  turning  kids  on  to  the 
citement  of  research  through  gai 
chemistry  sets,  television  science 
grams.  Kids  who  have  any  interes 
technology  should  be  made  aware  oi 
growing  demand  for  skilled  biolog 
micrologists  and  computer  scient 
and  of  the  increasing  financial  payof 
Omni:  Where  do  you  see  the  grc 
areas  in  science? 

Forbes:  Medicine,  biology,  energy,  V\ 
going  to  have  energy  running  out  of 
ears  in  five  years. 

Omni:  Considering  that  virtually  all 
nificant  solar  pioneering  companies 
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The  Bell  System  is  giving 
American  orchestras  a  hand. 


The  Bell  System 
American  Orchestras  on 
Tour  program  is  taking 
30  major  symphony 
orchestras  to  over  240 
cities  across  the  United 
States. 

It's  our  way  of  helping 
orchestras  reach  places 
and  people  they  might 
not  have  reached  before 
-not  merely  an  exten- 
sion of  our  business,  but 
a  part  of  it. 

Simply  put,  commu- 
nication is  much  more 
than  phone  calls.  It's 
anything  that  can  stir 
a  person's  heart. 


Bell  System 


owned  by  big  oil — Arco,  Exxon,  Mobil 
and  Shell — can  we  expect  a  low-cost  so- 
lar energy  to  emerge?  And  are  these  the 
right  companies  to  be  developing  solar? 
Forbes:  It  seems  to  be  complicated  to 
make  the  solar  cell  affordable.  But  we  are 
not  depending  on  the  oil  companies  ex- 
clusively, though  their  future  does  de- 
pend on  their  doing  it. 

Maybe  a  Gould — in  the  battery  area — 
or  a  Kodak — with  its  film  that  gathers 
and  transmits  light — will  become  the 
biggest  energy  company.  Competition  of 
big  business  for  a  future  in  survival  will 
eventually  give  us  lower-costing  energy. 
But  I  think  there's  no  need  to  be  cry- 
babies about  it  or  to  think  we  can  turn 
overnight  to  dependence  on  solar.  We 
will,  though,  in  five  years  have  energy 
coming  out  of  our  ears.  When  we  do,  the 
price  of  energy  will  diminish. 
Omni:  What  would  you  change  in  the 
educational  system  to  prepare  the  busi- 
nessman of  tomorrow? 
Forbes:  I'd  say  a  little  more  case  history 
on  the  high-school  and  grade-school  lev- 
el. What  is  General  Electric  making? 
What  was  the  relative  size  of  GE  when 
their  dads  went  to  school?  Maybe  50%  to 
80%  of  what  General  Electric  is  selling 
today  didn't  exist  then.  In  other  words, 
turn  them  on  to  the  fact  that  there  is 
nothing  static  either  about  the  satirical 
view  of  the  businessman  or  about  busi- 
ness itself.  It's  a  living  organism  that  can 
thrive  or  suffer  ill  health  and  atrophy. 

It's  important  to  cover  the  business 
about  exploiting  labor  and  Marxism,  but 
the  stress  should  not  be  on  all  that  ideo- 
logical stuff.  Schools  don't  have  to  spend 
all  that  time  trying  to  say  business  is 
good  and  that  all  glory  stems  from  free 
enterprise.  Youngsters  naturally  become 
aware  of  the  incentive  system  and  of  the 
fun  of  rewards  through  being  given 
allowances  for  mowing  the  lawn.  Rapa- 
cious business,  monopoly,  oligarchy  are 
all  things  they  just  come  to  understand. 
Omni:  Others  have  suggested  that  the 
best  education  degree  for  the  future  is  an 
M.B.A.  combined  with  a  technical  back- 
ground, particularly  for  women.  Do  you 
agree? 

Forbes:  It's  an  ideal  combination  if  you 
can  have  an  engineer  who's  a  graduate  of 
a  business  school.  For  women,  God, 
what  a  unique  thing!  With  such  compe- 
tence maybe  they  wouldn't  even  be  criti- 
cized for  being  promoted. 
Omni:  Since  every  last  mineral  can  be 
found  in  space  fiftyfold,  do  you  think  a 
principal  aim. should  be  to  recapture  the 
vision  of  space  exploration  that  we 
quickly  abandoned  after  we  landed  on 
the  moon? 

Forbes:  Space  is,  pardon  the  pun,  so  far 
out  that  I  find  it  hard  to  reach  out  and 
understand.  I  can  understand  mining  the 
bottom  of  the  seas,  for  instance,  for  these 
great  nodules  of  valuable  metals.  The  re- 
sources on  this  planet  seem  reasonably 


boundless.  Space  is  so  vast  that  it  reaches 
beyond  my  comprehension. 
Omni:  Are  you  familiar  with  the  mass 
driver  and  with  Gerard  O'Neill's  book 

The  High  Frontier7. 

Forbes:  These  high  frontiers  are  surely 
exciting,  but  whether  it's  economical  to 
go  there  to  support  the  earth's,  popula- 
tion, I'm  not  sure.  I  think  it  more  imme- 
diately feasible  to  concentrate  on  the 
planet  we  are  stuck  with  and  on. 

But  it's  very  important  that  we  don't 
overlook  space,  which  is  such  a  turn-on 
to  such  increasing  numbers  of  people. 
Space  exploration  has  got  to  be  encour- 
aged. Who  can  imagine  what  the  hori- 
zons are?  They're  limitless  in  terms  of 
what  we  may  learn  about  life. 

As  to  giving  exploration  an  economic 
basis  now,  though,  it's  hard  to  see  how 
the  answers  could  lie  out  in  space.  At  the 
same  time,  if  we're  not  out  there  explor- 
ing, learning — we've  already  discussed 


"Competition  of  big 
business  for  a  future  will 
eventually  give  us  lower- 
cost  energy.  There's  no 
need  to  be  crybabies 
or  to  think  we  can  turn 
overnight  to 
dependence  on  solar. 
We  will,  though, 
in  five  years  have  energy 
coming  out  of  our  ears." 


how  corporations  don't  anticipate  the 
future — it's  a  mistake.  Considering  all 
the  products  that  have  been  derived  from 
our  space  effort,  we'd  better  hoist  up  our 
boot  straps  and  get  back  into  the  act. 
Omni:  How  do  you  view  the  Moon  Trea- 
ty? Should  the  profits  of  space  be  shared 
equally  among  all  the  nations  of  the 
world,  so  that  Sri  Lanka,  for  instance,  gets 
material  benefits  the  same  as  France, 
even  though  Sri  Lanka  has  no  space  pro- 
gram? Could  private  enterprise  and  Third 
World  interests  both  be  met  in  space? 
Forbes:  I  think  it's  a  nice  academic  the- 
ory but  the  point  is,  who's  going  to  spend 
all  the  money  to  dig  out  the  ore  if  all  of  it 
has  to  be  turned  over  to  the  commune  of 
nations?  You  obviously  can't  go  out  and 
stick  a  flag  down,  as  in  the  old  colonial 
days,  and  say  the  moon  is  yours.  This  is 
your  Saturn.  But  you  just  can't  remove 
incentive  and  say  everything  belongs  to 
everybody.  That  would  mean  nothing  be- 


longs to  anybody,  and  nobody 
would  go  get  it. 

Knowledge  brought  back  from  spa 
feel,  should  be  universally  shared  so 
Uganda  receives  100%  of  whatevei 
know.  And  Sri  Lanka  would  also 
100%.  But  as  for  the  material  thin; 
think  it's  a  bridge  that  may  not  hay 
be  crossed  for  a  few  lifetimes. 
Omni:  But  what  if  we  were  to  cross 
bridge? 

Forbes:  It's  like  Arabian  oil.  The  A 
were  poverty-ridden  nomadic  peopk 
many  respects,  until  they  found  oil. 
sumably,  they're  very  pro-Third  W< 
But  as  for  how  much  they'd  be  willin 
share  with  Sri  Lanka,  as  far  as  I  know 
Lanka  is  paying  what  we're  paying  f 
barrel  of  oil  these  days. 

I  think  that  if  the  French  find  a  lot  ol 
on  a  particular  asteroid,  then  Fra 
should  be  able  to  sell  the  ore  in  the  wi 
marketplace.  Then  somebody  else  wil 
after  another  asteroid  for  ore  as  entre 
neurs  have  done  on  Earth  for  oil  and 
everything  else.  Competition  makes  f 
pie  go  seek  it  and  mankind  profits  unr 
sally.  Though  a  drug  company  may  ( 
the  rights  to  a  certain  medicine,  mank 
globally  eradicates  a  certain  disease. 

It  is  the  kind  of  academic  question 
which  it  would  be  wonderful  to  ha^ 
practical  case  to  argue.  I  think  we'll 
benefit  when  somebody  does  come  b 
with  something  that  everybody  wai 
We'll  all  be  the  beneficiaries  th 
whether  we  have  universally  agreed 
share  equally  or  not— which  is  unlike 
Omni:  You  were  the  first  man  to  cr 
the  United  States  in  a  hot-air  balloon  ; 
the  first  foreigner  to  cross  the  So^ 
Union  on  a  motorcycle.  You've  cyclec 
the  Arctic  Circle  and  back.  Where  v 
your  next  adventure  take  you? 
Forbes:  The  next  corporate  stockhol 
meeting  in  Fiji.  I  don't  know.  I  find  ev 
day  quite  an  adventure.  Going  to  an  a 
tion  or  art  gallery.  Getting  a  letter  ab( 
a  collection  of  paintings  or  the  prospe 
of  another  piece  of  Faberge'  becom 
available.  Negotiating  and  figuring  ( 
where  and  how  far  we  can  go.  Just  sitt 
down  this  morning  and  doing  a  few  e 
torials  for  the  next  issue  of  Forbes.  1 
pressing  opinions  and  not  having  to  I 
low  through  with  implementing  de 
sions  for  telling  the  new  President  wl 
to  do.  Telling  corporations  why  tf 
shouldn't  be  doing  such  and  such, 
good  fun  to  be  giving  advice.  I'm  mi 
better  at  that  than  taking  it. 
Omni:  What  kind  of  president  woi 
Malcolm  Forbes  be? 
Forbes:  Of  Forbes,  Inc.,  which  he  1 
enjoyed.  In  public  life  I'd  be  ideal, 
cause  I  wouldn't  take  it.  I  haven't  be 
offered  it.  Nobody's  asked  me.  And,  y 
know,  the  unlikelihood  of  that  is  tol 
So  I  can  be  very  objective  about  it.  1 
flattered  that  such  a  question  was  ev 
asked.  ■ 
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i  You  shouldn't  have  to  pay 
management  consultants 
For  things  your  own  people 
can  do. 


The  whole  point  of  hiring  consultants 
to  get  know-how  and  experience  your 
)wn  people  lack. 

But  the  way  we  look  at  it,  consul- 
ants  ought  to  work  closely  with  your 
people  each  step  of  the  way. 

And  give  them  the  kind  of  specific 
advice  and  technical  support  your  situa- 
ion  calls  for. 

The  result  is  that  at  some  point  your 
Deople  should  be  able  to  take  over, 
hemselves. 


With  our  techniques, for  example, your  people  could 
easily  do  transactional  financial  modeling. 


The  sooner  this  happens,  the  better 
for  your  organization  (and  incidentally, 
the  lower  your  consulting  costs  are  likely 
to  be]. 

That,  in  a  nutshell,  is  the  way 
we  serve  clients  in  our  Management 
Advisory  Services  (MAS)  group  at 
Deloitte  Haskins  &  Sells. 

And  it  does  make  a  difference. 
You,  for  example,  might  come  to 
us  for  any  number  of  reasons. 

An  objective  look  at  your  electronic 
data  processing,  maybe.  Or  perhaps  a 
review  of  your  administrative  controls  or 
cost  controls. 

Whatever  the  assignment,  you'll  find 
that  we  understand  the  importance  of 
making  a  timely  exit. 

If  you'd  like  to  know  more 
about  our  consulting  approach,  call 
our  nearest  office  for  an  infor- 
mative MAS  booklet. 

Or  write:  Deloitte  Haskins 
&  Sells,  1114  Avenue  of  the 
Americas,  N.Y.,      _  _ 

ny  10036  Deloitte 
Haskins  Sells 

Beyond  the  bottom  line" 


981  Deloitte  Haskins  &  Sells 


Every  week  there  s  a  new  bid  for  a  natural 
resource  company,  and  Eastern  Gas  &  Fuel  is 
a  tempting  target.  Does  Bill  Pruyn's  Boston 
Gas  subsidiary  make  him  takeover-proof? 


Coal  comfort 


By  Howard  Rudnitsky 


William  Pruyn,  Eastern  Gas  & 
Fuel's  straight-talking  president 
and  CEO,  is  clearly  relieved  that 
there  won't  be  a  long  coal  strike.  His 
company  is  a  major  Appalachian  produc- 
er, and  he  has  painful  memories  of  walk- 
outs in  1977  and  1978:  Eastern's  coal 
operations  lost  money  in  1978  as  a  result 
and  its  stock  plunged  from  a  high  of  29  to 
13.  Late  last  month,  Eastern's  shares 
were  trading  in  the  mid-20s. 

That's  because  the  Boston- 
based  company  should  now  post 
an  earnings  gain  over  last  year — 
but  it  doesn't  mean  Bill  Pruyn, 
who  has  run  Eastern  since  1977, 
is  a  man  without  problems.  He 
worries  about  "Eastern's  cycli- 
cal and  erratic  earnings  pattern" 
caused  by  periodic  strikes  and 
supply  interruptions.  The  $1  bil- 
lion-a-year  company  has  yet  to 
match  the  record  $66  million  it 
earned  in  1976. 

Eastern  isn't  just  a  coal  pro- 
ducer. As  its  name  suggests,  it  is 
in  the  gas  business  too.  It  has 
long  owned  Boston  Gas,  a  Mas- 
sachusetts   utility.    That  ac- 
counts for  $369  million  in  rev- 
enues and  some  40%  of  total  pretax  earn- 
ings,  which  last  year  came   to  $85 
million.  Pruyn's  most  profitable  business 
now,  however,  is  marine  transportation: 
Eastern  owns  Midland  Affiliated  Co., 
which  with  some  1,600  barges  is  the 
nation's  largest  carrier  on  inland  water- 
ways. Midland  sports  pretax  margins  of 
14%  or  better  and  last  year  provided 
Eastern  with  38%  of  pretax  earnings  on 
only  $2 1 1  million  in  revenues.  The  rest 
comes  mostly  from  coal. 

Eastern,  however,  has  had  problems  of 
late  at  Boston  Gas.  First  came  the  sec- 
ond-coldest weather  in  100  years.  On  top 
of  that  came  a  fierce  storm  in  Algeria, 
which  closed  the  port  of  Arzew,  which 
supplies  Boston's  LNG.  Result:  Pruyn 


had  to  scramble  to  buy  costly  supplies  on 
the  spot  market.  While  no  one  was  with- 
out gas  except  for  a  one-day  closing  of  a 
few  schools,  Pruyn  voluntarily  declared  a 
moratorium  this  year  on  all  hookups. 
That  torpedoes  growth  for  now,  but  by 
next  year  Boston  Gas  could  resume 
growth  in  gas  volume— and  earnings. 

Beyond  the  Back  Bay,  Eastern  is  much 
more  a  coal  company  than  it  appears.  Its 
West  Virginia  mines  produced  some  8.8 
million  tons  for  steam  and  metallurgical 


Steering  an  Eastern  barge  along  the  Ohio  River 
More  of  a  coal  company  than  meets  the  eye. 

customers  last  year.  That  was  a  near  rec- 
ord— even  though  pretax  coal  profits  were 
less  than  half  the  level  of  1976,  before 
production  costs  soared.  This  year  Pruyn 
thinks  output  could  reach  1 0  million  tons, 
and  he  hopes  to  reach  12  million  by  1983. 
Midland  is  a  coal  play,  too.  Its  barges  ply 
the  Ohio,  Illinois  and  Mississippi  rivers 
and  two-thirds  of  their  cargo  is  coal.  Its 
total  coal-related  revenues  account  for 
some  50%  of  Eastern's  business. 

How  big  are  Eastern's  coal  reserves? 
The  stated  figure  used  to  be  1  billion 
tons.  "However,  last  year  we  had  to  re- 
port reserves  according  to  SEC  rules — 
similar  to  oil  reserve  accounting — which 
reduced  our  reserves  estimate  to  768  mil- 
lion tons,"  says  Pruyn,  a  graduate  of  Har- 


vard's School  of  Business  Admim 
tion  who  has  been  with  the  com] 
since  1951.  "That  doesn't  take  int^ 
count  some  known  but  unproven 
seams.  It  also  doesn't  include  our  V 
em  Coal  subsidiary's  joint  ventt 
which  we  are  just  developing."  By 
late  1980s,  that  could  be  considerabl 
As  with  most  coal  producers,  Easti 
real  reserves  are  greater  than  the  st 
amount.  But  what  could  even  the  re] 
ed  770  million  tons  of  high-grade  eas 
bituminous  coal  be  worth  today?  "W 
mulls  Pruyn,  "the  deal  that  recently 
through  between  U.S.  Steel  and  S> 
might  give  you  some  basis.  Accordir 
what  I  read,  they  had  hoped  to  sell  S< 
about  800  million  tons  at  94  cents  a  t 
don't  know  if  the  deal  collapsed 
price  or  over  other  reasons." 

One  thing  Pruyn  does  know,  howt 
is  that  some  60%  of  that  coal  is  very 
in  sulfur  content.  Such  reserves  are  h 
ly  desirable  to  utilities  and  others 
need  to  bum  cleaner  fuel.  Even  at  a  n 
conservative  figure  of  50  cents  a 
then,  Eastern's  reserves  are  worth  ne 
$400  million.  The  entire  market  vak 
the  company  is  nearly  $600  million. 

Pruyn,  of  course,  knows  he's  got  n 
ey  in  the  ground  (and  also  potenti 
valuable  gas  and  oil  leases  in  the  Rc 
Mountains).  So  he's  eager  to  spend  sc 
$750  million  by  1986  to  dev. 
all  his  businesses.  It's  also  | 
he'd  like  to  see  his  stock  sel 
more  than  its  current  price 
the  recent  takeover  attempt; 
Kennecott  and  St.  Joe  lllustr 
lots  of  buyers  are  shopping 
natural-resource  bargains. 

What  defense  does  Pr 
have  against  an  attempted  t£ 
over?  Certainly  not  large  n 
agement  ownership  position 
staggered  voting  for  his  boar 
directors.  Eastern,  however, 
one  asset  that  might  scare 
some  buyers — Boston  Gas, 
regulated  utility. 

There  have  been  many  rec 
mining  company  takeovers, 

  few  were  hostile  and  none 

volved  electric  or  gas  distribution  cc 
panies.  Regulatory  hearings  would  eai 
much  time,  the  enemy  of  unfriendly  s 
ors.  Eastern's  corporate  framew 
makes  it  more  tempting.  Eastern  Ga: 
Fuel  Associates  is  a  holding  compa 
once  controlled  by  the  Koppers  Co.  ; 
the  outgrowth  of  a  reorganization  cc 
pleted  in  1950.  It  has  three  major  subs 
iaries,  each  having  its  own  capital  str 
ture.  That  might  facilitate  spinning 
Boston  Gas  from  Midland  and  the  c 
mining  operations. 

For  the  moment,  of  course,  there's 
one  knocking  at  Pruyn's  door — and  t 
suits  him  fine.  He's  had  to  deal  with 
headaches  of  the  coal  businesses.  N) 
he'd  like  to  enjoy  the  benefits.  ■ 
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ANOTHER 
CAPITALIST  TOOL 
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Behindlhe  Figures 


Kdited  by  Jefferson  ( Jrigsby 


Consider  the  possibilities 

What  will  the  brokers  think  of  next? 
Don't  rule  anything  out.  Consider  E.F. 
Hutton's  plans  for  its  new  commercial 
credit  subsidiary,  acquired  in  March 
from  International  Paper. 

Already  Wall  Street's  biggest  vendor  of 
tax  shelters,  Hutton  sees  all  kinds  of  pos- 
sibilities: selling  more  equipment  sale- 
leaseback  partnerships,  leasing  equip- 
ment, lending  money  to  investment 
banking  clients,  as  well  as  to  companies 
whose  officers  trade  through  the  firm. 
Who  knows,  says  President  George  Ball, 
some  day  Hutton  may  be  selling  you 
securities  with  loans  collateralized  by 
your  house  or  your  business. 

But  if  the  Fed  wouldn't  allow  that? 
Well,  the  real  deal  anyway  is  the  tax 
shelter  it  represents  to  Hutton  itself. 
Says  Ball:  "It  will  provide  rather  major 
investment  tax  credits,  accelerated  de- 
preciation and  interest  expense  deduc- 
tions to  help  us  shelter  other  income." 

All  in  all,  says  Chairman  Robert  Fo- 
mon,  "I'm  amazed  that  one  of  our  com- 
petitors didn't  think  of  all  the  advantages 
before  we  did."  In  fact,  diversification  is 
so  much  fun,  says  he,  that  his  next  step 
may  be  in  a  completely  new  direction: 
"We're  looking  at  setting  up  a  new  divi- 
sion— from  scratch — to  go  into  the  ener- 
gy business." — Newcomb  Stillwell 


Agee  talks  about 
something  else 

While  other  conglomerates  have  been  go- 
ing after  natural -resource  acquisitions, 
Bendix  Chairman  and  CEO  William 
Agee  has  been  repositioning  his  $3.9  bil- 
lion (sales)  company  "back  to. our  tech- 
nological roots."  Last  year  Agee  sold  off 


Bendix  CEO  William  Agee 
"The  past  is  behind  us." 
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EE  Hutton's  Eomon  (seated)  and  Ball 
If  nothing  else,  the  tax-shelter  angle. 


both  his  forest  products  business  and 
Bendix'  6.1  million  shares  in  the  big 
mining  and  metals  producer  ASARCO 
for  a  total  of  $770  million.  Now  Agee  is 
back,  with  most  of  that  money  still  ear- 
marked for  a  major  acquisition — and 
with  a  new  number  two  man,  former 
Carter  White  House  Staff  Director 
Alonzo  L.  McDonald  Jr. 

McDonald  came  to  Bendix  as  vice 
chairman  last  month,  and  will  take  over 
as  president  on  June  1.  His  appointment 
capped  a  long  search  that  began  last  July, 
two  months  before  former  President  Wil- 
liam Panny  was  suddenly  ousted  in  mid- 
September  for  resisting  Agee's  decentral- 
ization program.  McDonald  will  run  staff 
activities  like  strategic  planning  and  fi- 
nance, so  Agee  can  concentrate  on  acqui- 
sitions and  operations.  In  operations, 
Bendix'  R&D  budget  has  gone  up  over 
15%  in  each  of  the  past  two  years;  and  as 
for  acquisitions,  three  Bendix  directors 
who  also  sit  on  the  board  of  Burroughs 
Corp.  resigned  in  March  to  set  up  what 
Agee  calls  "an  anticipatory  situa- 
tion .  .  .  [to]  cut  out  the  potential  inter- 
lock between  the  two  companies." 

Any  sizable  acquisition  in  comput- 
ers— if  not  Burroughs  itself,  then  a  com- 
petitor— would  mark  a  milestone:  For 
the  first  time  in  20  years,  automotive 
products,  Bendix'  original  business, 
would  become  less  than  50%  of  rev- 
enues. And  after  acquiring  Warner  & 


Swasey  last  year,  Bendix'  industrial- 
gy  group  is  now  the  nation's  sei 
largest  machine  tool  manufacture 
hind  Cincinnati  Milacron).  Says 
Agee,  perhaps  thinking  of  many  th 
,  "The  past  is  behind  us." — Jay  Gissen 

Mann's  plum? 

Why  does  Britain's  Bass  Ltd.,  the 
(1980  sales,  $2.8  billion)  brewing  g 
hold  20%  of  tiny  $22  million  (sales) 
York-based  Hardwicke  Cos.?  True,  1 
wicke  runs  two  well-known  Manh 
restaurants,  Maxwell's  Plum  and  T; 
on  the  Green.  Too,  it's  planning  a 
million  Atlantic  City  casino.  But  f 
wicke  lost  $60,000  in  the  first  quar 
1981,  vs.  a  $199,000  profit  for  the 
period  in  1980.  And  the  casino  hani. 
Atlantic  City  hasn't  been  all  that  te 
lately.   Dissident  shareholders  le< 
Stanley  Mann  (Forbes,  Nov.  10,  198C 
raising  hell  about  directors'  salaries 
perks:      Chairman     Charles  St 
$300,000  salary,  $480,000  expenses 
$750,000  interest-free  loan,  for  inst; 
And  now  it  seems  Stein  may  be  see 
financial  help  for  his  casino  from  C 
go's  Jay  Pritzker.  "It's  no  secret  Cha 
a  close  friend  of  Jay  Pritzker,"  sa 
Hardwicke  spokesman. 

The  answer  is  that  Bass  never  cho 
get  involved  with  Hardwicke.  It  infc 
ed  the  stock  when  it  bought  Brit 
Coral  Leisure  Group.  Coral  has  the 


Hardwicke  shareholder  Stanley  Mann 
Raising  hell  about  salaries  and  per 

agement  contract  for  the  Ritz  Carl 
an  Atlantic  City  casino.  Curiously,  C 
assigned  the  voting  rights  on  its  stoc 
Hardwicke's  Stein.  Now  he  needs  all 
votes  he  can  muster.  Through  Diam 
Industries,  a  Wilmington,  Del. -based 
oil  company,  and  with  the  help  of  frie 
including  New  York  securities  ana 
Andrew  Racz,  Mann  now  controls  ab 
11%  of  Hardwicke,  and  he's  looking 
more.  Stein  holds  38%,  if  the  Bass  st 
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lcluded.  Naturally  Mann  has  ap- 
ched  Bass,  without  success  so  far. 
t  could  possibly  change.  Presumably 
;  an  old,  established  brewery,  needs 
ingers  in  this  particular  pie  like  it 
^Is  a  hole  in  the  head.  Watch  this 
e. — Maurice  Barnfather 


the 


A  natural? 

\nthony  Tuke,  who  formally  takes 
■  in  May  as  chairman  of  the  $5.7 
on  London-headquartered  global 
ing  empire  of  Rio  Tinto-Zinc,  sur- 
>  the  mining  industry's  seemingly 
len  new  popularity  with  equanimity. 


w  ■ 

^^^^^^^^ 


new  chairman,  Sir  Anthony  Tuke 
immune  to  a  takeover. 

"Z  is  not  immune  to  takeover," 
e  told  Forbes  during  a  recent  visit 
4ew  York  to  bid  farewell  to  the  top 
s  of  London's  Barclays  Bank  (he's 
ng  up  the  chairmanship  after  eight 
s,  but  staying  on  the  board).  And  a 
ing  company  might  do  worse,  Tuke 
s,  than  be  taken  over  by  an  oil 
ipany.  "It's  natural  for  oil  companies 
lly  themselves  with  other  companies 
dig  things  out  of  the  ground,"  he 
.  "It's  not  necessarily  undesirable 
er." 

as  Exxon,  or  anyone  else  for  that 
ter,  taken  a  pass  at  RTZ?  After  all, 
one  of  the  world's  most  successful 
twar  mining  companies  (Forbes,  Oct. 
1978),  built  virtually  from  scratch  by 
late  Sir  Val  Duncan,  Sir  Mark  Turner 
the    now    retired    Roy  Wright, 
ough  its  affiliate,  Conzinc  Riotinto  of 
itralia  Ltd.,  it  has  a  strong  position 
he  Down  Under  continent's  miner- 
boom  (see  p.  43).  The  British  govern- 
tit's  removal  of  exchange  controls  in 
9  swept  away  at  a  stroke  a  major 
|dle  to  a  foreign  bid  for  RTZ.  "No, 
nothing  of  that  sort  has  been  pro- 


posed," Sir  Anthony  says,  perhaps  just 
a  touch  too  self-consciously.  "And  if 
you  ask  me  if  we  are  seeking  a  merger, 
the  answer  would — of  course — be  no." 
Of  course. — Maurice  Barnfather 

Leontief  joins  the  system 

Wassily  W.  Leontief,  the  brilliant  Rus- 
sian-born economist,  is  best  known  for 
two  things.  While  teaching  at  Harvard, 
he  developed  input-output  analysis, 
which  in  precomputer  days  was  a  major 
development  in  economic  forecasting 
and  won  him  a  Nobel  prize  in  1973. 
Leontief  is  also  known  for  his  ultralib- 
eral  views,  some  of  which  were  reflect- 
ed in  the  George  McGovern  campaign 
in  1972. 

Now  age  74,  Leontief  is  joining  the 
corporate  world — sort  of.  Control  Data 
Corp.'s  Service  Bureau  Co.  has  contract- 
ed to  use  input-output  data  for  its  new 
(since  January)  X/Market  Business  Infor- 
mation Service,  which  is  competing 
with  McGraw-Hill's  Data  Resources  and 
Dun  &.  Bradstreet.  The  prospective  buy- 
ers apparently  like  X/Market:  Some  250 
have  already  signed  up  for  the  service 
through  Control  Data's  time-sharing  fa- 
cilities, and  it  could  bring  in  revenues  of 
$12  million  or  more  a  year. 

How  does  Leontief  feel  about  being  in 
business?  Not  bad  at  all.  "Originally,"  he 
says,  "I  developed  input-output  not  to 
help  humanity  but  to  find  out  how  the 
system  works."  With  a  $375,000  grant 
from  Control  Data  and  access  to  that 
firm's  vast  computer  network,  Leontief, 
who  now  lectures  at  New  York  Universi- 
ty, hopes  to  find  out  even  more  about 
how  the  system  works. 

Of  the  U.S.  business  system,  Leontief, 
a  great  believer  in  planning,  says:  "The 


U.S.  has  incentives  but  no  good  informa- 
tion." His  information-service  competi- 
tors would  probably  disagree  with  that, 
but  then,  they  don't  have  Leontief's  lofty 
credentials. — Jayne  A.  Pearl 

Situation  wanted 

_ — 
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William  Miller 


Nobel  laureate  Wassily  Leontief 
Joining  the  corporate  world—sort  of. 


After  a  sabbatical,  back  to  business. 

The  bookshelves  were  bare,  the  secretary 
hadn't  moved  in  and  the  telephone  had 
just  been  connected  when  Forbes  called 
on  G.  William  Miller  last  month  in  his 
new  office  a  few  blocks  from  the  White 
House.  "I'm  taking  a  little  sabbatical  and 
then  I'm  going  back  into  business,"  said 
the  former  Treasury  Secretary,  ex-Fed 
chairman  and  ex-chairman  of  $3.4  bil- 
lion Textron.  Anything  definite?  Miller 
has  rejoined  the  board  of  Federated  De- 
partment Stores,  and  has  other  offers,  he 
says,  but  "nothing  pressing." 

What  does  Miller,  known  as  a  loyal 
company  man  in  the  Carter  Administra- 
tion, think  of  the  Reagan  Administra- 
tion? On  balance,  he's  surprisingly  san- 
guine— but  with  some  warnings:  Don't 
cut  taxes  before  cutting  spending,  don't 
make  depreciation  reform  too  complicat- 
ed. "What  they  propose  is  a  different 
depreciation  for  assets  put  in  place  each 
year  over  the  next  five  years  and  then, 
within  that  matrix,  different  rates  for 
different  categories  of  assets,"  says  Mil- 
ler. "That's  going  to  be  a  complex  ac- 
counting problem.  For  small  businesses, 
it's  almost  a  nightmare." 

As  for  Reagan's  $48.6  billion  budget- 
cutting  program,  Miller  says  it's  not  the 
size  of  the  cuts  that  bother  him,  but 
which  programs  will  get  the  ax:  "To  re- 
duce the  cycle  of  poverty  breeding  pover- 
ty, we  must  not  break  up  programs  that 
give  hope.  Austerity  should  be  fairly 
shared."    Furthermore,    since  defense 
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spending  will  increase  while  other  pro- 
grams are  cut,  "the  danger  is  that  a  signal 
may  go  out  indicating  that  anything  goes 
in  military  spending,  and  those  spending 
the  money  lose  their  discipline." 

But  over  the  long  run,  Miller  says,  he 
has  faith  in  Congress  to  judge  such  mat- 
ters. Says  he:  "If  you  cannot  sell  it  to 
Congress,  then  something  is  wrong,  be- 
cause Congress  is  basically  logical,  basi- 
cally reactive." — Maurice  Barnfather 

No  leash,  no  muzzle 

Will  Ronald  Reagan's  business-minded 
Administration — or  its  budget  cuts — pull 
the  teeth  of  the  SEC's  enforcement  divi- 
sion? Ridiculous,  snaps  longtime  chief 
enforcer  Stanley  Sporkin.  "Obviously  our 
budget  is  being  cut,  but  only  8%,"  he 
says;  in  fact,  "this  Administration  real- 
izes our  agency  needs  beefing  up,  I  think, 
and  they've  taken  steps  to  do  it." 

Naturally,  new  Chairman  John  S.R. 
Shad  may  set  some  different  priorities. 
But  in  the  past  that  has  not  necessarily 
meant  less  enforcement.  For  example, 
says  Sporkin:  "The  last  Administration 
took  a  dim  view  of  tax  shelters — so  we 
brought  a  number  of  major  cases." 

The  truth  is,  he  says,  "good  companies 
want  us  around.  They  don't  want  to 
compete  with  fly-by-nights  any  more 
than  the  airline  industry  wants  competi- 
tion on  the  basis  of  unsound  planes." 


Enforcer  Sporkin 

Nobody  likes  the  fly -by -nights. 

The  U.S.  securities  industry  and  its 
watchdog,  he  says,  "are  still  the  best  and 
we're  going  to  keep  it  that  way.  There's 
no  Japanese  model  that's  going  to  put  us 
out  of  business." — Maurice  Barnfather 

Working  man's  conservative 

Banker  Ed  Katz  is  far  too  conservative 
for  today's  newfangled  supply-side  theor- 
ies. "I  don't  see  how  they  can  do  any- 
thing but  raise  inflation,"  he  says.  "But 
you  can't  predict  that.  You  can't  guess 
interest  rates  either.  What  you  can  do  is 
make  a  quarter,  a  half,  three-quarters  on 


Amalgamated  Hank's  Ed  Kaiz 

A  different  story  on  the  loan  side. 


the  spread  and  stay  short  so  you  ne\. 
with  a  loss." 

An  old  curmudgeon  of  the  fa, 
right?  Not  exactly:  Katz,  59,  is  pres 
of  the  Amalgamated  Bank  of  New 
owned  by  the  Amalgamated  Clothi 
Textile  Workers  of  America  and  the 
one  of  three  dozen  union-funded  1 
from  the  Twenties  still  in  existence 
his  office  window  in  lower  Manh 
he  can  see  Union  Square,  a  historic 
ing  point  for  labor  in  one  of  the  mos 
union  cities  in  America.  When 
upon,  he  lends  bail  money  to  str 
union  members  around  the  country 
his  auto  loan  rate,  which  Katz  call 
"consumer's  prime  rate,"  is  a  reasoi 
15%  (on  American  cars,  that  is;  fo 
cars  are  a  half  of  a  point  higher). 

But  does  Amalgamated  make  mc 
Yes,  as  it  turns  out:  Just  over  $5.7  mi 
last  year  on  capital  of  $48  million,  \ 
year-end  assets  rose  from  $950  milli< 
$1.1  billion.  This  is  mainly  a  ban 
unions.  Amalgamated  manages  $1. 
lion  in  union  pension  funds,  and  ha 
other  $400  million,  about  half  u 
money,  secured  by  "repos"  of  U.S. 
ernment  paper  that  are  Amalgama 
version  of  CDs.  Katz  offers  a  similar 
to  individuals;  $125  million  of  Am 
mated's  trademarked  USAVE  certific 
are  outstanding. 

It's  a  different  story  on  the  loan 
At  year-end,  $125.7  million  worth 
outstanding  (of  which  $27.2  million 
to  individuals)  on  half  a  billion  in  de 
its.  Mortgages?  Forget  it;  the  $21.8 
lion  still  on  the  books  matures  in 
than  five  years.  Nearly  everything 
U.S.  Treasury,  U.S.  agency  and  some 
nicipal  obligations,  with  an  average 
turity  of  134  days.  "We  are,"  says 
proudly,  "probably  the  most  liquid  I 
in  the  U.S."— Harold  Seneker 

The  quick  Ed  Fox 

Nobody  can  accuse  Edward  A.  Fo 
bureaucratic  recalcitrance.  Even  b 
President  Reagan's  budget  messag 
Congress,  the  president  of  the  fee 
Student  Loan  Marketing  Associa 
was  able  to  announce  that  Sallie  Mae 
phasing  out  its  dependence  on  gov 
ment  financing. 

The  44-year-old  Fox,  who  has  he£ 
Sallie  Mae  since  Congress  set  it  uj 
1973,  has  been  pushing  almost  from 
time  he  took  office  to  go  it  alone  in 
public  capital  markets  rather  than 
on  the  Federal  Financing  Bank. 

Under  his  prodding,  enabling  legi 
tion  was  passed  last  year.  So,  when  I 
gan's  budget-cutters  came  into  of| 
Fox  was  quick  off  the  mark.  Over 
next  18  months,  the  FFB  will  increase 
holdings  of  Sallie  Mae  obligations  tc 
billion,  from  the  current  $3.3  billion, 
in  the  meantime,  Sallie  Mae  will  ei 
the  short-term  market,  and  within  a> 
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\ox  of  SLMA 

lie  Mae  was  all  ready. 


1  a  half  end  all  FFB  borrowings. 
Till  charges  of  widespread  delinquen- 
8  and  defaults  on  student  loans  hurt 
lie  Mae  in  the  public  markets?  Fox 
pts  out  they  haven't  hurt  profitabil- 
1-15%  to  20%  on  equity  over  the  past 
J  years.  There's  a  good  reason  for  that: 
| hough  Sallie  Mae  may  be  ending  its 
Lnce  on  the  FFB,  its  loans  to  students 
I  will  be  government-guaranteed, 
lit  ought  to  be  a  pleasant  attraction 
[the  investor,  he  figures.  Says  Fox: 
pen  we  started,  no  one  thought  we 
jld  make  it.  But  we'll  be  the  first  to 
Dublic." — Ben  Weberman 


Kanao  of  Nippon  Kokan 

Too  bad  about  the  teacher. 

suiting  contracts  with  American  steel, 
construction  and  shipbuilding  compa- 
nies. With  Japan  now  the  world's  second- 
largest  steel  producer  (behind  the 
U.S.S.R.  and  ahead  of  the  U.S.),  $5.8  bil- 
lion (sales)  Nippon  Kokan  is  in  the  fore- 
front of  Japanese  technology  exports 
(Forbes,  Nov.  10,  1980). 

Kanao's  company  is  Japan's  second- 
largest  producer  of  steel,  but  it  has  both 
the  world's  largest  mill  and  the  most 
technologically  advanced  mill — as  well 
as  that  lucrative  and  growing  side  busi- 
ness in  technology  transfer.  In  the  past 
five  years  it  has  won  some  20  contracts  in 


consulting,  licensing  and  equipment  sup- 
ply for  U.S.  firms,  including — most  re- 
cently— Kaiser  Steel.  How  have  the 
mighty  fallen.  .  .  . — Subrata  N.  Chakravarty 

Getting  away  from  it  all 

Where  is  Edsel  Ford  II?  It's  a  question 
Detroit-watchers  have  been  asking  since 
November,  when  the  Ford  Motor  Co. 
announced  that  the  only  son  of  Henry 
Ford  II  was  returning  to  the  U.S.  after 
almost  three  years  of  helping  to  manage 
Ford's  Australian  car  and  truck  oper- 
ations. Young  Ford,  the  32-year-old 
great-grandson  of  founder  Henry  Ford, 
was  to  take  a  "high-ranking"  position  at 
the  company,  presumably  to  get  on  track 
to  take  over — someday — the  chairman- 
ship his  father  vacated  last  year.  (Henry 
Ford  II  retains  his  seat  on  the  board, 
however.) 

Since  then,  not  much  has  been  heard 
from  young  Edsel.  The  company  would 
say  only  that  he  was  taking  an  advanced 
management  course  at  a  university  "on 
one  of  the  coasts,"  and  that  his  assign- 
ment was  as  yet  undetermined.  Intrigued, 
Forbes  caught  up  with  Edsel  last  month. 
Until  mid-May  he'll  be  in  Boston  at  the 
Harvard  Business  School's  Program  for 
Management  Development,  an  inten- 
sive— and,  at  $12,000  for  tuition,  room 
and  board,  expensive — three-month 
course  for  middle  managers  whose  "fu- 
ture responsibilities  in  general  manage- 
ment will  demand  skills  and  knowledge 
beyond  [their  current]  specialty."  Edsel — 
and  Ford — still  aren't  talking  much.  Says 
a  Ford  spokesman:  "We  aren't  trying  to 
be  evasive.  Edsel  just  wants  to  get  away 
for  a  while  before  he  jumps  back  into  the 
fray." — Anne  Bagamery 


Sic  transit  gloria 

;!  975  Inland  Steel  Co.  granted  a  license 
Japan's  Nippon  Kokan  K.K.  (N.K.K.)  to 
I  a  key  part  of  Inland's  conventional 
ijmealing"  process,  a  five-step,  ten-day 
.hnique  of  heating  and  cooling  steel  to 
ijke  it  stronger  and  more  flexible.  Last 
■j.r  Nippon  Kokan  licensed  Inland  to 
i  its  improved  continuous  annealing 
i  cess — developed,  of  course,  from  In- 
i  d's.  Nippon  Kokan's,  though,  is  a  little 
I  ter:  It  has  only  one  step  and  takes  just 
I  minutes . 

IThe  Japanese  are  the  soul  of  courtesy 
put  these  things.  "The  U.S.  steel  in- 
jitry  were  the  teachers,"  said  Nippon 
kan  President  and  CEO  Minoru  Kanao 
j  New  York  last  month.  "We  learned 
brything  from  them.  Right  now  they 
I  having  some  problems  due  to  a  lack 
'capital  investment,  and  we  are  glad  of 
I  opportunity  to  help." 
vVhat  was  Kanao  doing  in  New  York? 
;11,  he  was  visiting  N.K.K.'s  U.S.  sub- 
liary,  recently  formed  to  line  up  con- 


Edsel  Ford  II 

A  little  break  before  the  fray. 
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Kdited  By  William  G  Flanagan 

Fire  them  gently 

If  you  have  ever  fired  anyone  and  if 
you  subsequently  get  divorced,  it 
might  wind  up  costing  you  a  bundle. 
How  so?  If  the  fired  employee  should 
ever  fink  on  you  to  your  spouse  during 
divorce  proceedings.  In  fact,  some  law- 
yers, bless  their  black  hearts,  are  now 
searching  out  disgruntled  ex-employees 
to  get  financial  dope  on  their  clients' 
husbands  or  wives.  And  the  practice  is 
bound  to  grow — thanks  to  a  new  publica- 
tion called Fairshare.  It  bills  itself  as  "the 


various  types  of  records,  uses  credit  cards 
for  nonbusiness  purposes  .  .  ."  writes 
Skoloff. 

He  counsels  his  lawyer-readers  to  confer 
with  the  wife  to  review  former  employees 
over  the  past  five  years  who  "may  harbor 
ill  feelings  toward  the  husband-ex-em- 
ployer." He  suggests  that  the  wife,  rather 
than  the  accountant  or  attorney,  make  the 
initial  contact  with  the  potential  ex-em- 
ployee, "not  because  it  would  be  unethical, 
but  simply  because,  in  most  cases,  the  ex- 
employee  will  feel  more  relaxed  .  .  .  not  in 
the  presence  of  an  attorney." 

Skoloff  goes  on  to  say  that  the  ex- 
employee  should  be  assured  that  he  or 
she  will  never  be  summoned  as  a  witness 
in  any  court  proceeding,-  the  "primary 
use  of  the  disaffected  ex-employee  is  ob- 
taining the  types  of  information  to  lead 
the  accountant  along  a  straight  path  in 
the  discovery  process." 

There  are  certain  "fertile  fields  of  fi- 
nancial investigation"  where  such  lnfor- 


monthly  newsletter  of  divorce,  alimony 
and  marital  property."  The  lead  article  in 
its  premier  issue  is  entitled  "Use  of  the 
Disaffected  Employee  as  a  Discovery 
Technique,"  by  Gary  N.  Skoloff,  himself 
an  attorney. 

In  it,  Skoloff  tells  lawyers  how  to  get 
ex-employees  to  spill  what  they  know 
about  the  financial  dealings  of  their  for- 
mer bosses,  the  better  to  enrich  the  law- 
yers' clients  and,  indirectly  of  course, 
themselves. 

"A  disaffected  employee  may  have  the 
practical  knowledge  as  to  how  the 
spouse-employer  conceals  cash,  converts 
checks  into  undeclared  income,  alters 


mation  could  prove  useful,  he  says — 
where  domestics  are  listed  as  salaried 
employees  of  the  husband's  business; 
where  merchandise  was  sold  for  cash 
that  was  pocketed;  where  home  furnish- 
ings and  improvements  were  charged  to 
the  business  and  where  gifts  or  purchases 
were  charged  against  the  company. 

"This  simple  approach  requires  mini- 
mal effort,  expense  and  expenditure  of 
time,  but  if  successful,  can  be  the  most 
successful  discovery  technique  employed 
by  the  attorney,"  Skoloff  concludes. 
Wonder  what  he'd  say  about  divorcing 
husbands  having  a  chat  with  the  attor- 
ney's ex-employees. 


Creative  home  building 

A lot  of  home  sellers — about  a  third 
by  some  estimates — are  using 
"creative  financing"  to  sell  their 
homes.  Giving  second  mortgages  or 
loans  to  buyers  is  sometimes  the  only 
way  to  sell  a  house  these  days. 

But  what  about  buying?  Other  than 
getting  better  financing  terms  from  a 
seller  than  a  bank  would  offer  on  the  full 
mortgage   amount,    what  alternatives 


does  a  a  prospective  home  buyer  have? 

One  idea  gaining  a  lot  of  favor  is  to 
have  a  new  house  built  yourself,  from  the 
ground  up.  If  you  are  careful,  it  is  possible 
to  save  10%  or  more  on  a  brand-new 
home.  And  if  you  are  at  all  handy,  you 
can  add  substantially  to  your  savings. 
Simply  doing  some  painting,  landscap- 
ing, installing  insulation  and  putting  up 
interior  trim — not  exactly  skilled  labor — 
can  easily  save  several  thousands  more 
on  a  home. 


: 


Bcin>;  your  own  contractor — whicl  f 
lows  you  to  deduct  from  your  inc 
taxes  the  sales  taxes  on  the  building 
terials  you  buy — will  cost  you  time 
effort,  of  course.  And  if  you  are  not  c 
ful,  you  could  even  wind  up  spendn 
lot  more  than  you  intend  (beware 
overruns).  But  The  Family  Hanker,  \ 
lished  by  Continental  Bank  in  Chic 
estimates  you  can  build  a  $  1 20,000  h< 
for  $73,600,  including  land,  by  ovM 
ing  the  construction  of  the  home  y<i 
self,  and  putting  in  some  "sweat  equ 
of  your  own. 

First  off,  you'll  need  a  building  lot. 
beware  of  buying  a  site  that  is  unbu; 
able,  or  one  that  is  not  suited  to  the  hi 
design  of  the  home  you  want  built 
the  people  who  come  to  us,  60%  d 
even  have  building  lots,"  says  one 
torn  builder.  "For  a  few  people  that 
even  be  good  because  some  who  did  h 
lots  were  shocked  to  learn  that  tlr| 
property  wasn't  buildable." 

Before  you  agree  to  buy  a  lot,  ch 
your  building  intentions  with  the  aprj 
priate  building  codes  department 
nicipal,  township  or  county.  The  cc 
will  prescribe,  among  other  things,  h 
much  setback  the  house  must  have 
front,  back  and  on  the  sides.  Also  ch 
the  zoning  on  the  property,  and  av 
ability  of  water,  sewage,  gas  lines 
electricity.  Having  to  drill  your  own  w 
and  put  in  your  own  septic  system  con 
mean  costly  problems.  Remember, 
selection  of  a  lot  is  the  most  imports 
step  in  saving  money  when  building  yc 
own  home;  discovering  later  that 
have  to  alter  a  builder's  basic  design 
make  other  expensive  adjustments  co 
wipe  out  any  savings. 

Local  builders  and  contractors  wi 
doubtless  have  several  different  desig 
of  homes  you  can  choose  to  have  buil 
You  might  also  want  to  order  a  partial 
prefabricated  home.  Make  sure  locj 
building  codes  permit  the  kind  of  desi; 
you  want  (for  example,  a  basement  m 
be  required). 

The  cost  can  vary  widely,  of  course, 
the  materials  needed  in  the  type  of  ho 
you  want.  But  some  companies  will  si 
you  a  complete  package  of  material 
right  down  to  the  last  gallon  of  paint,  f 
a   complete   two-story,  four-bedroor 
2  '/2 -bath  home  with  2,300  square  feet 
living  space,  plus  a  two-car  attached  g 
rage,  for  $60,000  or  so.  To  that,  remer 
ber,  you  must  add  the  foundation  (aboi 
$10,000)  plus  the  site  cost,  plus  lab 
costs  for  electrical,  plumbing,  cabinet: 
and  other  work. 

Financing  your  own  home  can  1 
tricky.  A  conventional  mortgage  m; 
not  be  possible  to  arrange  until  yc 
actually  have  a  certificate  of  occupanc 
But  once  you  own  the  building  lot,  son 
interim  financing  might  be  arrange 
And  if  you  already  have  equity  in  i 
existing  home,  you  might  be  able 
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ge  some  financing  against  that, 
atinental  Bank  will  send  you  a  free 
et  on  the  subject,  while  supplies 
.Write  The  Family  Hanker,  Continen- 
inois  National  Bank  and  Trust  Co. 
icago,  231  South  LaSalle  St.,  Chica- 
60693. 


portrait  of  himself 


here's  nothing  quite  like  seeing 
yourself  in  oils,  peering  down  from 
i  the  wall  of  the  company  board- 
,  or  in  your  own  library.  After  all 
years  of  struggle,  why  not  a  little 
I 

leed,  the  demand  for  executive  por- 
,  has  remained  constant  for  de- 
> — egotism  is  never  out  of  fashion, 
he  number  of  good  artists  who  can 
iou  on  canvas  is  shrinking — nonrep- 
itational  art  having  taken  its  toll.  So 
ght  take  you  a  bit  of  time  to  find  an 
whose  style  you  like.  "You  are  ask- 
omebody  else  to  interpret  you,  and 
i  a  touchy  subject,"  says  Robert 
laugh,  curator  of  the  art  collection  of 
irst  National  Bank  of  Chicago, 
ie  place  to  find  top-notch  talent  is 
aits,  Inc.  of  New  York.  As  the  name 
ies,  the  41 -year-old  firm  deals  exclu- 
y  in  portraits,  and  represents  over 
irtists.  About  25  are  particularly  ac- 
n  executive  work. 


You  can  get  an  information  folder  from 
PI,  or  visit  its  gallery  on  Manhattan's  East 
57th  Street.  Co-owner  Rutgers  Barclay  or 
his  assistant  will  show  you  various  portfo- 
lios and  price  lists.  Fees  reflect  the  artist's 
reputation,  and  also  the  size  of  the  por- 
trait. Minimum  cost  is  about  $2,000  for  a 
head-and-shoulders  work  to  as  high  as 
$25,000  for  a  full-length  portrait.  (Prices 
include  a  40%  commission  for  PI.  Framing 
costs  another  $200  to  $  1 ,000  for  gold  leaf. ) 
Delivery  takes  about  two  months. 

If  you  have  the  time  or  staff  to  investi- 
gate, you  might  find  talented  local  artists 
through  galleries  and  exhibits.  Note  mu- 
seum galleries  especially.  The  National 
Portrait  Gallery — part  of  the  Smithson- 
ian Institution — keeps  some  copies  of 
the  portrait  work  and  a  reference  section 
on  artists,  including  Jamie  Wyeth,  Gard- 
ner Cox  and  William  F.  Draper.  Visitors 
can  browse  through  the  folder  in  the 
gallery's  library. 

The  Rental  and  Sales  Gallery  of  the  Art 
Institute  of  Chicago  also  has  a  list  of  local 
artists  who  do  portraits.  According  to 
Marta  Pappert,  gallery  administrator, 
there  are  about  50  galleries  connected  to 
museums  around  the  country  that  may 
be  able  to  help. 

Once  you  find  an  artist  with  an  agree- 
able style,  talk  over  price,  size,  delivery 
dates,  framing,  the  number,  length  and 
location  of  sittings,  and  whether  the  art- 


ist will  make  alterations.  Most  will 
change  details  if  the  client  requests.  Ev- 
erett Raymond  Kinstler,  a  New  Yorker 
who  recently  painted  Gaylord  Donnelley 
of  R.R.  Donnelley  &  Sons  Co.,  notes, 
"Subjects  can  see  things  I  miss,  like  the 
hands  may  be  too  big." 

Some  artists  wish  to  see  where  the 
portrait  will  eventually  hang,  to  make  sure 
it  "fits."  Others  may  be  more  stubborn. 
Middaugh  recalls  one  Chicago  artist  who 
painted  a  bank  officer  against  a  light 
background.  It  was  to  hang  in  a  boardroom 
full  of  darker  portraits,  but  the  artist  re- 
fused to  change  it.  The  company  hired 
another  artist  to  try.  "He  ruined  the  por- 
trait," Middaugh  says  sadly. 

Sittings  themselves  can  be  boring,  but 
not  unbearable.  Many  portraitists  break 
the  sessions  into  two-hour  chunks,  and 
keep  up  a  steady  stream  of  light  conver- 
sation. Pitney-Bowes  CEO  and  Chair- 
man Fred  Allen,  who  was  recently  paint- 
ed by  William  Draper,  found  it  "very 
enjoyable."  The  artist's  work  doesn't  end 
with  the  actual  sittings,  of  course. 
Kinstler  estimates  that  he  needs  80 
hours  to  100  hours  to  do  a  portrait,  with 
the  subject  present  for  15  hours  or  so. 

If  the  time  seems  a  little  much  for  your 
schedule,  or  you  think  the  price  will  raise 
eyebrows  at  the  next  annual  meeting, 
check  into  a  photographed  portrait. 
While  it  may  lack  the  impact  of  a  paint- 


prd  Donnelley  and  portraitist  Everett  Raymond  Kinstler 
captains  of  industry  are  getting  a  little  more  relaxed. 
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ing,  a  photographic  portrait  costs  less 
and  can  be  done  a  lot  faster.  Bachrach 
Inc.,  with  offices  in  several  East  Coast 
cities,  charges  $1,050  for  a  24  x  29  pic- 
ture, and  $2, 185  for  a  40  x  50  shot.  Deliv- 
ery takes  about  six  weeks. 

How  do  the  men  that  made  it  all  possi- 
ble like  themselves  to  be  remembered? 
The  trend  is  toward  more  informality. 
Backgrounds  are  getting  brighter,  poses 
more  relaxed.  The  image  of  the  stern- 
faced  captain  of  industry  shown  against  a 
murky  background  with  a  watch  chain 
stretched  across  his  protruding  vest  is  a 
thing  of  the  past.  Still,  executive  por- 
traits remain  properly  sober.  Said  Bar- 
clay: "They  aren't  too  adventurous.  If 
executives  want  a  freaky  picture  they 
can  go  to  Soho." — Van  Wallach 


Funds  versus  CDs 


uick,  what  gives  you  a  better  re- 
turn: a  money  market  fund  or  a 
bank  savings  certificate? 


Answer:  It  hardly  matters  on  an  annu- 
al basis.  While  banks  and  money  market 
funds  wage  their  war  in  newspaper  ads, 
each  claiming  to  give  a  better  deal,  the 
statistics  show  that  over  the  past  2Vi 
years  the  spread  between  the  two  has 
seldom  been  wide  enough  for  the  average 
investor  to  lose  any  sleep  over.  The 
would-be  saver  with  $10,000  who  anx- 
iously awaits  the  Treasury  bill  auctions 
every  Monday  to  see  what  interest  the 
banks  will  be  paying  in  the  next  few  days 
could  be  lucky.  He  could  time  a  peak  in 
interest  rates,  and  for  the  next  six 
months  his  money  would  earn  hand- 
somely. But  what  happens  when  the  cer- 
tificate comes  due?  It  is  anyone's  guess 
what  the  rates  will  be  then,  and  if  he  rolls 
over  his  certificate  right  away  to  avoid 
any  loss  of  interest,  he  could  be  tying  up 
his  cash  for  another  six  months,  conceiv- 
ably at  a  rate  at  the  bottom  of  a  cycle. 

But  the  investor  who  puts  his  cash  in  a 
money  market  fund  at  a  time  when  the  T 
bill  rate  is  rising  usually  will  watch  his 
money  earn  less  than  a  certificate  would 
fetch  for  a  while.  There  is  a  lag  in  the 
money  funds.  Yet,  when  rates  start  to 
slide,  that  lag  works  for  the  investor — he 
is  earning  at  better  than  the  T  bill  rate. ' 

Let's  look  at  the  figures  to  see  exactly 
what  the  differences  amount  to. 

From  June  2,  1978  through  Jan.  2, 
1981,  the  average  return  on  a  typical 
money  market  fund  (Fidelity  Daily  In- 
come Trust)  varied  from  a  low  of  8.99% 
to  a  high  of  12.95%  (they  are  higher  now, 
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of  course).  Meanwhile,  savings  certifi- 
,  eates  offered  by  savings  banks  (not  com- 
mercial banks,  which  paid  lower  for 
some  months  during  that  period)  ranged 
from  8.87%  to  13.31%,  when  computed 
on  an  annual  basis. 

You  could  have  beaten  the  money  mar- 
ket rate  with  savings  certificates  if  your 
timing  was  right,  of  course.  But  not  often. 
Indeed,  of  84  consecutive  Fridays  between 
June  1978  and  Jan.  4,  1980,  you  would  have 
been  better  off  picking  the  money  fund  77 


Finding  a  decent-size  safety  deposit 
box  in  a  bank  these  days  is  as  hard 
as  finding  a  home  that  hasn't  been 
robbed.  Many  people  are  taking  the 
crime  problem  into  their  own  hands  and 
buying  safes  to  use  at  home — in  addition 
to  alarm  systems.  If  you  are  buying  a  safe 
for  the  first  time,  you'll  find  more  safes 
than  you  can  shake  a  crowbar  at.  Richard 
Krasilovsky,  vice  president  of  Empire 
Safe  Co.,  in  New  York,  the  largest  dealer 
of  safes  in  the  Northeast,  suggests  you 
ask  yourself  two  questions  to  narrow  the 
field  of  choices:  First,  what  are  you  pro- 
tecting? Second,  how  much  would  you 
hate  to  lose  it? 

Only  select  and  very  expensive  safes 
provide  both  fire  and  burglar  protection. 
Safes  that  are  simply  fire  resistant,  usual- 
ly the  size  of  a  bread  box  or  a  bit  larger, 
are  equipped  with  a  lock  and  have  a  layer 
of  fire  insulation.  But  any  decent  burglar 
can  break  into  one  within  minutes. 

Burglar-resistant  safes,  on  the  other 
hand,  are  made  with  much  thicker  steel 
and  have  more  complex  locking  mecha- 
nisms, but  give  almost  no  fire  protection. 

If  all  you  want  to  protect  is  important 
papers,  look  into  a  fire-resistant  safe. 
They  are  generally  less  expensive  than 
burglar-resistant  safes,  and  you  can  safely 
stash  things  like  passports,  birth  certifi- 
cates, insurance  policies,  deeds,  wills, 
etc.  If  a  fire  breaks  out  in  your  home,  the 
safe's  insulation  "sweats"  to  keep  the 
temperature  inside  the  safe  low.  These 
safes  can  provide  anywhere  from  one  to 
two  hours  of  protection  from  fire.  But 
Little  from  a  thief.  Says  Krasilovsky, 
"Never  put  anything  worth  anything  to 
anyone  else"  inside  a  fire-resistant  safe. 
Most  fire  safes  have  been  tested  by  Un- 
derwriters Laboratories  to  withstand 
hundreds  of  degrees  of  temperature;  the 
safe  will  carry  a  label  on  its  rating.  Prices 
for  fire  safes  range  from  $1 75  up,  depend- 
ing upon  size.  John  D.  Brush  &  Co.  is  the 
largest  manufacturer  of  fire  safes.  Most 
locksmiths  or  hardware  stores  carry 
them  or  can  order  one  for  you. 

With  burglar-resistant  safes,  the  more 
you  pay,  the  more  protection  you'll  have. 
Like  fire  safes,  burglar  models  are  rated 
by  Underwriters  Laboratories  or  the  In- 
surance Services  Office.  They  range  in 
price  from  a  minimum-security  safe 


of  those  weeks.  That  assumes  you  \ 
leave  your  cash  in  for  one  year. 

Moral:  Don't  allow  the  differeno 
tween  interest  rates  to  be  the  sole  \ 
minant  of  whether  to  put  your  $] 
or  so  in  a  money  fund  or  a  bank  cj 
cate.  Your  money  is  fully  insured 
bank,  but  you  normally  cannot  toe 
without  paying  a  penalty.  In  a  m 
fund,  you  can  have  access  to  your  m 
at  any  time  without  any  interest  pen 
but  it  is  not  federally  insured. 


(Class  B)  for  around  $275  to  the  n 
mum  (Class  G)  for  $15,000  or  r. 
They  can  be  as  small  as  a  lunch  pail 
big  as  a  refrigerator.  Most  burglar-i 
tant  safes  are  not  sold  in  your  local  1 
ware  store.  They  are  sold  through 
pendent  or  agent  dealerships.  C. 
your  telephone  directory. 

In  selecting  a  burglar-resistant 
Krasilovsky  suggests  that  first  you 
down  and  estimate  how  much  it  w 
cost  to  replace  the  valuables  you  in 
putting  in  it.  Use  that  sum  to  gauge 
type  of  safe  you  need.  If  your  total  ca 
to  under  $1,000,  the  minimum  strei 
you  want  is  a  safe  with  at  least  a  1 
inch  steel  door,  and  with  quarter-j 
steel  on  all  sides.  Cost:  $300  or  so.  E 
ble  those  specifications  if  your  tj 
worth  of  valuables  is  closer  to  $10,1 
You  want  a  one-inch  steel  door  with  II 
inch  steel  sides.  Cost:  $425  and  up. 


The  combination  lock  should 
mounted  on  a  drill-resistant  steel  ph 
And  the  safe  should  have  one  or  m 
relocking  devices — extra  door  locks  t 
snap  into  place  if  the  combination  loci 
under  "intense  attack."  Avoid  safes  w 
only  a  quarter-inch  of  steel  on  the  dc 
"I  could  get  into  that  safe  with  a  p 
kit,"  says  Krasilovsky.  Weights  for  Cl 
B  safes  with  thin  steel  will  average  ai 
where  from  50  to  200  pounds. 

If  you  want  to  protect  valuables  wo 
$10,000  or  more,  look  for  safes  that 
given  an  ER  or  a  TL15  rating.  The  lat 
means  that  Underwriters  has  tested  1 
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Safe  at  last 


solel 


TWA  unseats 
the  competition. 


Ml 


TWA's  new  747 Ambassador  Class  to  Europe. 
Wider  seats  and  more  legroom  than  any  other  airline. 


TWA's  new  747  Ambassador  Class. 


Now  there's  a  business  class  with 
only  six  seats  across,  not  eight 
or  nine.  With  only  window  and 
aisle  seats— no  middle  seats.  With 


wider  seats  than  any  other  busi- 
ness class. 

It's  TWA's  new  Ambassador 
Class,  available  now  to  Frankfurt 
via  New  York  (arid,  by  June, 
on  every  747  we  fly  to  Europe). 

Along  with  the  extra  com- 
fort, you'll  find  a  lot  of  extras. 
Like  a  special  check-in  area  to 
speed  you  through  the  airport. 
Free  drinks  and  appetizers,  to 


You're  going  to  like 


relax  you  in  the  air.  And  more. 
TWA's  new  Ambassador  Class. 
Compared  to  other  business 
classes,  there's  no  competition. 


TWA's  new  Ambassador 
Class  is  available  now  to 
Frankfurt  via  New  York— 
and,  by  June,  on  every  747 
we  fly  to  Europe. 
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safe  under  extreme  conditions  to  with- 
stand an  onslaught  by  special  or  sophisti- 
cated tools  for  at  least  15  minutes — for 
each  tool. 

For  valuables  over  $100,000  a  Class  G 
or  TRTL-30  is  an  even  higher  rated  home- 
safe.  That  means  that  a  burglar  would 
have  to  come  equipped  with  a  truckload 
of  tools,  including  a  cutting  torch,  sledge- 
hammer, crowbar  and  carbide-tip  drills 
and  work  at  least  half  an  hour  to  crack 
open  the  safe.  Weights  for  these  safes 
range  from  325  to  over  6,000  pounds. 
Prices  for  the  Class  ER  and  G  safes  start  at 
$750  and  go  as  high  as  $  1 5,000. 

Obviously,  the  longer  it  takes  a  burglar 
to  size  up  and  enter  a  safe,  the  more 
likely  he  is  to  give  up  on  it.  There  are 
plenty  of  homeowners  with  simple  fire- 
resistant  safes,  or  no  safes  at  all.  But 
note:  There  are  no  burglar-proof  safes. 
With  time  and  tools,  any  safe  will  suc- 
cumb. And,  a  gun-wielding  robber  who 
knows  you  have  a  safe  can  usually  per- 
suade you  to  open  it. 

Some  of  the  better  burglar-resistant 
safemakers  include  leader  Diebold, 
Moslcr,  Chubb  Industries,  Tann  and 
Meihnk.  Most  work  through  dealerships 
in  every  major  city.  In  addition,  some 
dealers  also  manufacture  their  own 
brands. 

After  deciding  which  safe  you  need, 
the  question  arises  of  where  to  install  it. 
There  are  three  different  types:  floor, 
wall  and  freestanding.  Floor  safes  are 
made  to  be  cemented  or  anchored  onto 
your  basement  floor.  Because  they  are 
placed  below  a  fire  line,  they  also  provide 
an  amount  of  fire  protection,  too.  Wall 
safes  are  set  in  concrete  or  stone  walls — 
not  in  sheet  rock,  however.  There  are 
many  wall  models  about  15  x  19  x  9 
inches  in  interior  size. 

Freestanding  safes,  however,  are  gen- 
erally much  larger  and  weigh  over  400 
pounds.  These  are  designed  to  be  bolted 
to  the  floor  from  inside  the  safe.  The  cost 
to  install  all  three  types  of  safes  will 
range  anywhere  from  a  few  hundred  dol- 
lars to  a  maximum  of  $1,000,  depending 
on  your  safe  and  home.  Some  safe  com- 
panies, like  Diebold,  will  send  their 
agents  to  your  home  to  advise  you  where 
to  place  it.  Bob  Graham,  commercial 
sales  manager  with  Diebold,  suggests 
you  make  sure  you  know  who  is  deliver- 
ing the  safe,  and  that  they  take  precau- 
tions such  as  delivering  the  safe  dis- 
guised in  an  oven  or  clothes-washer  box. 

Where  do  you  put  your  safe?  People 
have  installed  them  in  the  usual  places 


such  as  closets,  cupboards  and  inside  end 
tables.  But  if  you  are  truly  serious,  a 
Diebold  official  suggests  you  consult 
with  an  engineer  or  architect.  A  good 
safe  dealer  can  recommend  one.  Safes 
can  be  hidden  in  sculptures,  giant  plant- 
ers, cabinets,  rubbish  cans  and  boxes  in 
the  attic  or  basement  with  other  storage 
boxes  piled  on. 

Insurance  breaks  for  valuables  stored 
in  your  safe,  however,  are  nonexistent. 
None  of  the  largest  major  homeowner 
insurance  carriers  like  Allstate,  State- 
Farm  or  the  Hartford  reduces  premiums 
on  homeowners'  policies  for  safes.  How- 
ever, you  do  receive  discounts  for  burglar 
alarm  systems.  And  you  may  be  required 
to  buy  a  safe  if  you  want  floaters  on 
special  items. 

As  you  might  expect,  there  has  been  a 
sharp  upsurge  in  demand  for  home  safes 
recently,  with  some  manufacturers  re- 
porting sales  increases  of  40%  or  more 
in  the  last  year  alone,  according  to  an 
official  at  Intercontinental  Security 
Products. — Gerald  Odening 


Music  festivals 

It's  not  too  early  to  begin  planning 
some  summer  travel,  especially  if 
you're  interested  in  taking  in  a  mu- 
sic festival  along  the  way.  They  have 
never  been  more  popular  or  numerous. 

Many  of  the  festivals  are  now  big  busi- 
ness. Washington's  Wolf  Trap,  for  exam- 
ple, last  year  drew  over  395,000  for  its 
music  events,  and  has  an  annual  budget 
of  over  $5  million.  With  popularity, 
though,  has  also  come  predictability: 
The  major  orchestra  festivals  lean  heav- 
ily on  the  sure-fire  concert  favorites, 
with  results  that  depend  on  the  tempera- 
ment of  the  conductor. 

But  in  the  past  decade  the  number  of 
concerts  by  soloists  and  smaller  ensem- 
bles— chamber  music — has  burgeoned. 
In  a  tradition  begun  by  Vermont's  Marl- 
boro Festival  in  the  1950s,  many  of  the 
"festivals"  began  more  as  escapes  for 
busy  soloists  and  students,  who  wanted 
to  get  away  for  a  summer  and  play  for 
enjoyment.  As  a  result,  chamber-music 
festivals  are  more  likely  to  program  new 
or  neglected  music,  and  can  also  give 
their  smaller  audiences  a  chance  to  feel  a 
little  closer  to  the  performers. 

But  even  for  those  to  whom  the  music 
is  secondary,  all  of  the  festivals  listed 
below  provide  a  chance  for  walking 
through  beautiful  country,  lounging  on 
the  grass  or  picnicking — sometimes 
done  on  a  grand  scale. 

As  for  seating,  each  festival  is  a  little 
different.  At  some,  all  seats  are  reserved. 
Others  offer  both  reserved  seats  (under  a 
shelter,  usually)  and  lower-priced  general 
admissions  to  the  lawn.  (Keep  in  mind 
that  lawn  seats  may  offer  poor  views  of 
the  stage,  and  you'll  often  be  dependent 
on  a  sound  system.)  When  you  write  for 


ticket  information,  also  ask  abou 
accommodations.  Most  festivals 
ticularly  the  smaller  ones,  have  1 
available,  or  can  at  least  refer  yo 
local  chamber  of  commerce. 

Northeast 

Tanglewood  (Lenox,  Mass.,  3'/2 
north  of  New  York  City),  in  the  w 
hills  of  western  Massachusetts,  i 
consistently  the  best  of  the  maior 
vals.  Three  Boston  Symphony  eo 
on  weekends,  other  student  cor 
too.  Accommodations  nearby  fill  u 
try  Albany,  N.Y.  or  Holyoke,  Ma 
desperate.  Sunday  afternoon  concei 
very  crowded.  June  26- Aug.  23.  [do 
phony  Hall,  301  Massachusetts 
Boston,  Mass.  021 15.) 

In  nearby  Great  Barrington,  Mas 
ton  Magna  performs  six  concerts  oi 
and  18th-century  music  with  pern 
struments  in  a  small  Gothie 
church.  July  3-18.  (65  West  83rd  St., 
York,  N.Y.  10024.) 

Saratoga  (Saratoga  Springs,  N.Y. 
hours  north  of  New  York  City)  fea 
Philadelphia  Orchestra  concerts  (st: 
all-time  favorites).  Also,  the  New 
City  Ballet  and  some  standard 
events.  June  26-Aug.  29.  (Saratoga 
forming  Arts  Center,  Saratoga  Spi 
N.Y.  12866.) 

Marlboro  (Marlboro,  Vt.,  just  nor 
Massachusetts  border)  began  as  a  cl 
ber-music  retreat  for  soloists,  majo 
chestral  players  and  students.  Con 
still  consist  of  whatever  the  group  of 
so  decides  to  work  up  when  they  am 
June.  Small  but  famous,  andticketssel 
fast.  June  21 -Aug.  9.  (135  South  18tl 
Philadelphia,  Penna.  19103.) 

Two  smaller  series  make  use  of  la 
private  estates-turned-museums. 
Concerts  in  Norfolk  (Norfolk,  Conn 
the  northwest  corner  of  the  state)  o 
uncrowded  chamber  music  by  major 
ists,  this  summer  including  the  T 
Quartet.  June  19-July  31.  (Box  21 
Yale  Station,  New  Haven,  Conn.  06= 
Caramoor  (Katonah,  N.Y.,  one  houm 
of  New  York  City)  has  both  chamber 
small-orchestra  concerts.  June  27-/ 
23.  (Caramoor  Center,  Katonah,  I 
10536.) 

Less  well  known  is  the  Waterloo  M 
Festival  (Stanhope,  N.J.,  one  hour  we< 
New  York),  including  unusually  good 
dent-orchestra  concerts  conducted 
Gerard  Schwarz  and  held  in  a  rest( 
early  American  town.  June  7-Aug. 
(Waterloo  Village,  Stanhope,  N.J.  078 

Chautauqua  (Chautauqua,  N.Y., 
tween  Buffalo,  N.Y.  and  Erie,  Pem 
once  the  home  of  the  famous  rural-i 
cation  movement,  now  holds  a  sum 
of  chamber-music  and  orchestra  c 
certs,  lectures  and  recitals  in  a  Victo 
lakeside  town.  The  town  opens  a  w 
earlier  than  the  concert  performai 
July  4-Aug.  22.  (Chautauqua  Institut 
Chautauqua,  N.Y.  14722.) 


184 


FORBES,  APRIL  13, 


Wstival  in  Saratoga,  Calif. 

irts  are  no  longer  only  far  the  gentry. 


Midwest 

nia  (Highland  Park,  111.,  north  of 
go)  has  the  Chicago  Symphony, 
finds  it  hard  to  have  an  off  night, 
ms  are  sometimes  innovative,  and 
al  pre-concert  recitals  are  corn- 
June  26- Aug.  29.  (22  West  Monroe 
Thicago,  111.  60603.)  Meanwhile, 
town  atom;//  Park,  the  respectable 
:  Park  Symphony  plays  four  outdoor 
rts  a  week — for  free.  (Grant  Park 
erts,  425  East  McFetridge  Dr.,  Chi- 
lli. 60605.) 

b  Blossom  Music  Center  (Cuyahoga 
Ohio,  halfway  between  Cleveland 
ikron)  has  the  Cleveland  Orchestra 
e  summer  season.  June  25-Aug.  30. 
ranee  Hall,  11001  Euclid  Ave., 
land,  Ohio,  44106.) 

South 

ieto  (Charleston,  S.C.)  began  four 
ago  as  a  spinoff  from  the  presti- 
festival  in  Spoleto,  Italy.  Chamber 
fc,  dance,  opera,  drama,  lectures  and 
s  all  over  town,  from  1 1  in  the 
dng  until  well  after  dark.  May  22- 
7.  (Spoleto  Festival  U.S.A.,  P.O.  Box 
Charleston,  S.C.  29402.) 
e  festival  in  Round  Top  (Round  Top, 
s,  two  hours  west  of  Houston)  began 
ears  ago  in  a  town  with  a  population 
4.  Its  cow-pasture  location  now 
;s  people  in  from  all  over.  Outdoor 
rmances  by  top  younger  performers. 
5-July  5.  (Festival  Institute,  P.O.  Box 
oundTop,  Tex.  78954.) 
tf  Trap  (Vienna,  Va.,  30  minutes  out- 
Washington)  has  National  Sympho- 
oncerts,  the  New  York  City  Opera 
pops  events.  Not  as  distinguished 
cally  as  Tanglewood,  but  with  star 
rmers  and  a  beautiful  park.  June  1- 
7.  (Box  Office,  1624  Trap  Road, 
na,  Va.  22180.) 

West 

>eu  (Aspen,  Colo.),  with  5  orches- 
800  of  the  country's  best  music  stu- 
and  dozens  of  concerts  and  lec- 
is  pretty  much  music  saturation. 


The  surrounding  mountains  need  no  rec- 
ommendation. June  26- Aug.  23.  (1860 
Broadway,  Suite  401,  New  York,  N.Y. 
10023.) 

Santa  Fe  is  home  to  not  one  but  two 
major  festivals,  both  indoors  but  famous 
for  high  quality  and  unusually  well-cho- 
sen repertoire.  The  Santa  Fe  Chamber  Mu- 
sic Festival  is  a  regular  group  of  top  youn- 
ger performers  in  five  concerts  a  week. 
July  12- Aug.  17  (with  a  week's  tour  to 
Seattle  Aug.  19-24,  and  to  New  York 
Aug.  29-Sept.  3).  (P.O.  Box  853,  Santa  Fe, 
N.M.  87501.)  Over  at  the.SV7///«  Fe  Opera, 
five  operas  are  performed  by  young 
American  singers  in  top-flight  produc- 
tions, luly  3-Aug.  29.  (P.O.  Box  2408, 
Santa  Fe,  N.M.  87501.)  Accommodations 
in  town  are  scarce  in  July  and  August, 


and  it's  wise  to  book  rooms  before  com- 
mitting yourself  to  tickets. 

In  Los  Angeles,  the  ever-popular Holly- 
wood Bowl  continues  with  Los  Angeles 
Philharmonic  concerts,  and  the  ones 
conducted  by  music  director  Carlo  Maria 
Giulini  are  worth  special  effort  to  hear. 
(Los  Angeles  Philharmonic,  135  N. 
Grand  Ave.,  Los  Angeles,  Calif.  90012.) 

Two  other  California  series  are  on  a 
smaller  scale.  San  Luis  Obispo  (250  miles 
north  of  Los  Angeles)  holds  an  annual 
Mozart  Festival.  Aug.  3-9.  (P.O.  Box  311 
San  Luis  Obispo,  Calif.  93406.)  South  of 
San  Francisco  in  the  Santa  Clara  Valley, 
Music  at  the  Vineyards  holds  a  small  num- 
ber of  concerts  in  the  courtyard  of  the 
original  Paul  Masson  winery.  Tickets, 
however,  go  fast.  June  6-Sept.  20.  (P.O. 
Box  97,  Saratoga,  Calif.  95070.) 

Chamber  Music  Northwest  (Portland, 
Ore.)  holds  1 7  concerts  on  the  campus  of 
Reed  College.  Performers  are  generally 
young  but  nationally  known,  and  the  at- 
mosphere is  informal.  June  22-July  30. 
(P.O.  Box  751,  Portland,  Ore.  97207.) 

Lastly,  in  Seattle,  what  must  be  one  of 
the  grandest  schemes  for  a  summer  festi- 
val ever:  two  complete,  staged  produc- 
tions of  Richard  Wagner's  four-opera 
Ring  cycle,  done  once  in  English  and  once 
in  German.  The  brainstorm  of  a  Wagner 
devotee,  the  festival  is  attended  by  fellow 
fanatics  from  all  over  the  world.  July  18- 
Aug.  2.  (Seattle  Opera,  P.O.  Box  9248, 
Seattle,  Wash.  98109.) 

For  an  uncritical  listing  of  a  hundred  or 
so  other  festivals  around  the  country,  try 
A  Guide  to  Music  Festivals  in  America  by 
Carol  Price  Rabin  (Berkshire  Traveller 
Press,  $4.95).— Thomas  Baker 


Loose  Ends 
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The  best  executive  positions  aren't 
exactly  going  begging  these  days, 
according  to  one  executive  recruit- 
er who's  not  afraid  to  point  out  naked 
emperors.  (Most  headhunters  insist  ex- 
ecutive demand  is  always  up — meaning 
their  business  is  always  booming.) 

O.  William  Battalia,  of  Battalia  &  As- 
sociates, reports  that  51%  of  industries 
recently  surveyed  are  reducing  executive 
hiring.  Another  22%  are  not  planning 
any  outside  recruitment,  and  22%  are 
planning  no  change.  Only  5%  of  the 
companies  contacted  plan  to  expand 
their  hiring. 

But  if  you  are  in  the  job  market,  Batta- 
lia has  this  suggestion:  Consider  work- 
ing in  places  not  noted  for  their  quality  of 
life.  "They  could  offer  excellent  opportu- 
nities for  career  growth,"  he  says. 

According  to  Battalia,  executives  com- 
monly cite  Atlanta,  Boston  and  San  Fran- 
cisco as  top  places  to  work.  But  executive 
openings  there  are  scarce.  Least  attractive 
cities,  according  to  surveys,  are  New  York, 
Chicago,  Cleveland,  Los  Angeles,  Detroit, 
Buffalo,  Pittsburgh  and  Houston — but 


that's  where  the  jobs  can  be.  Battalia  alone 
placed  over  20  executives  in  these  cities 
last  year,  at  salaries  of  $40,000  to  over 
$100,000  annually. 

The  Arabian  peninsula,  which  has  the 
greatest  concentration  of  wealth  in  the 
world  today,  consists  of  eight  distinct 
nations,  ranging  from  the  richest  to  the 
poorest  in  the  world.  In  the  1980s,  the 
best  business  prospects  will  not  be  in 
Saudi  Arabia,  but  in  the  smaller  Arab 
nations  beyond  its  borders.  It  is  best  to 
avoid  the  subject  of  women  when  doing 
business  in  the  Arab  world.  Islam  has  an 
influence  over  all  aspects  of  life — social, 
political,  legal  and  commercial.  In  friend- 
ly relations  with  an  Arab,  expect  phys- 
ical closeness.  These  are  but  a  few  of  the 
nuggets  from/\  Guide  in  l  'oing  Business  on 
the  Arabian  Peninsula,  a  new  book  by 
Quentin  W.  Fleming,  available  through 
the  American  Management  Associations 
for  $29.95.  Invaluable  for  the  first-time 
business  visitor  to  this  important  part  of 
the  world. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  anv  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  March  9.  1981 


$100,000,000 

Celanese  Corporation 

93A%  Convertible  Subordinated  Debentures  Due  2006 

The  Debentures  are  convertible  into  Common  Stock  at  any  time  on  or  before 
June  1 5.  2006,  unless  previously  redeemed,  at  a  conversion  price  of 
$71  per  share,  subject  to  adjustment  in  certain  events. 


Price  100% 

plus  accrued  interest,  if  any,  from  March  17.  1981 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 

Goldman,  Sachs  &  Co.  Lazard  Freres  &  Co. 

Merrill  Lynch  White  Weld  Capital  Markets  Group  Salomon  Brothers 

Merrill  Lynch,  Pierce,  Fenner&  Smith  Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette      Drexel  Burnham  Lambert      L.  F.  Rothschild,  Unterberg,  Towbin 

Securities  Corporation  Incorporated 

Shearson  Loeb  Rhoades  Inc.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc. 

A.  G.  Becker 


The  Forbes/ Wilshire  5000  Review 


2000 


Market  value  of  Wilshiie  5000 
 $1,388.7  billion  as  of  3/20/81 


Wilshire  5000  Equity  Index 

All  stocks  with  daily  price  quotations, 
weighted  by  market  value 


Percent  change  in  last  two  weeks  - 


j       1  1  1  1 1 1 1  1 1 

1  II  |  1  M 

lll|M.| 

1  II  |  H  I  |  1  M  j        |  | 

1         1        1         1        1         1  1 

1         1         1          1         1  1 

71  72 

73  74 

75  76 

77      78  79 

1980 

'  1981 

Pinch  me.  I've  been  here  before.  If  investors  are  feeling 
a  sense  of  deja  vu,  no  wonder. 

Look  at  the  stock  performance  measured  in  the  table  at 
the  bottom  of  this  page.  The  companies  that  are  today's 
[market  leaders  are  the  same  high-growth,  high-P/E 
stocks  that  fueled  last  year's  runup.  Until  now,  the  strong 
i  performers  of  1981  had  been  companies  that  missed  out 
on  the  1980  boom — but  clearly  that  is  no  longer  the  case. 

The  broad  indexes  tracked  in  the  other  tables  underline 
this  point:  As  was  the  case  during  most  of  last  year,  the 
market's  real  strength  is  once  again  coming  from  the 


NASDAQ  and  ASE,  with  the  Dow  trailing  the  pack.  In 
much  of  the  time  since  January,  of  course,  the  Dow  has 
played  catch-up,  and  outpaced  the  competition.  That 
explains  why  it  is  bumping  new  highs  while  the  Wilshire 
is  still  well  below  its  November  peak. 

What  does  it  all  mean?  Don't  be  misled  by  that  magic 
1000  figure  for  the  Dow.  The  market  as  a  whole  is  a  long 
way  from  confirming  its  strength,  and  that  is  hardly  a 
bullish  sign.  What's  more,  there  is  still  no  solid  indica- 
tion of  new  leadership.  Some  faded  stars,  however,  are 
twinkling  again — perhaps  for  the  last  time. 


Close-up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

ASE  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

6.6 

6.1 

6.4 

6.7 

7.3 

in  last  52  weeks 

33.0 

26.4 

32.4 

39.4 

48.6 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility  * 

P/E  Multiple 

Dividend  yield 

Growth  profile + 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

9.6 

5.2 

6.5 

4.9 

4.6 

7.4 

8.7 

6.4 

7.9 

6.2 

in  last  52  weeks 

68.0 

22.6 

67.4 

30.2 

18.8 

44.0 

53.3 

34.1 

38.0 

42.3 

•  A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable, 
t  A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


4ote:  All  data  (or  periods  ending  3/20/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


The  higher  they  soar,  the  faster  they  fall.  If  you  don't 
believe  that,  check  the  performance  of  energy  stocks. 

Despite  last  fall's  flashy  runup,  the  group  is  now  barely 
25%  ahead  for  the  year.  Investors  in  all  other  sectors 
except  utilities  have  fared  better  over  the  full  12 
months — even  though  they  got  less  ride  for  their  money. 

Compare  that  with  the  performance  of  transportation 
companies,  led  by  the  resource-rich  rails.  Their  stocks 
took  off  just  as  fast  as  energy  shares  last  year;  now,  after 


faltering  briefly,  they  are  leading  the  market  and  nearing 
their  former  highs.  What's  more  appealing  about  a  rail- 
road with  oil  and  coal  than  an  oil  company  with  oil  and) 
coal?  Wall  Street  judges,  it  never  explains. 

Now,  of  course,  there  are  several  candidates  for  newi 
leadership.  Both  consumer  groups  have  broken  old  highs 
and  are  moving  solidly  ahead.  The  same  for  finance  and  raw 
materials.  These  gains  are  not  as  spectacular  as  last  year's 
energy  spurt — so  perhaps  they  won't  disappear  as  quickly. 


Note:  All  data  for  periods  ending  3/20/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Choose  what's  most  important 
in  your  tax-free'  investment. 


HIGH 
QUALITY 

Earn  high  100%  tax-free* 
income  from  one  of  the 
largest  managed 
municipal  bond  funds. 


WITH 

•  $2,500  minimum 

•  Daily  tax-free*  income 

•  No  sales  charge 

•  Convenient  liquidity 

•  Continuous  professional 

management 
•Broad  diversification 

•  All  bonds  rated  A 

or  better 


FIDELITY 

MUNICIPAL  BOND  FUND 

$2,500  MINIMUM  INVESTMENT 


P.O.  Box 832,  Dept.  JB  041381T 

82  Devonshire  St.,  Boston,  Mass.  02103 
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MORE 
STABILITY 

Earn  100%  tax-free* 
income  from  a  quality 
portfolio  of  municipal  bonds 
with  average  maturities 
of  12  years  or  less. 

WITH 

►  $10,000  minimum 

►  Daily  tax-free*  income 

►  No  sales  charge 

►  Convenient 

liquidity 

►  Continuous 

professional 
management 

►  Broad 

diversification 

►  Plus  free  check 

redemptions 

FIDELITY 

LIMITED  TERM  MUNICIPALS 

$10,000  MINIMUM  INVESTMENT 

P.O.  Box 832,  Dept.  JB  041381T  36 
82  Devonshire  St.,  Boston,  Mass.  02103 


Zip 


GREATER 
YIELD 

Earn  higher  100% 
tax-free*  income  from 
a  portfolio  of  medium 
quality  municipal  bonds, 


WITH 

$2,500  minimum 

Daily  tax-free*  income 
•  No  sales  charge 
Convenient 
liquidity 
•  Continuous 
professional 
management 
Broad 
diversification 


FIDELITY 

HIGH  YIELD  MUNICIPALS 

$2,500  MINIMUM  INVESTMENT 


P.O.  Box 832.  Dept.  JB  041381T 

82  Devonshire  St.,  Boston,  Mass.  02103 
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For  more  complete  information,  including  management  fees  and  expenses,  please 
write  or  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 

*A  portion  may  be  subject  to  state  or  local  taxes. 


Currently  $1.2  billion  of  municipals 
under  management. 


Capital  Markets 


The  mortgage  market?  Its  almost  dead. 
And  sellers  cementing  deals  with  'creative 
financing"  are  really  cutting  prices. 


\  K  )NEY  A  INV  EST1V  1 ENTS 


HOUSES  ON  THE 
BLOCK 


By  Ben  Weberman 


Yes,  the  mortgage 
market  is  a  mess. 
Lenders  are  almost 
nonexistent,  and 
those  that  still  have 
funds  are  anything 
but  eager  to  make 
any  more  traditional 
loans.  If  they  had 
their  way,  the  30- 
year  fixed-rate  mort- 
gage would  die  a  quick  death. 

What  the  financial  community 
wants— or  thinks  it  wants— is  a  mort- 
gage with  interest  rates  that  move  up 
or  down  in  line  with  an  indicator  like 
the  cost  of  living  or  the  cost  of  fund- 
ing mortgage  credit.  I  doubt,  however, 
if  this  attitude  will  prevail  much  be- 
yond the  time  when  these  same  lend- 
ers see  rates  heading  down.  Then 
they'll  be  working  overtime  to  con- 
vince the  public— that's  you  and  me— 
to  borrow  long-term  at  the  prevailing 
high  rates. 

The  Comptroller  of  the  Currency 
has  given  advocates  of  variable  rate 
mortgages  strong  ammunition.  New 
guidelines  permit  creation  of  mort- 
gages by  national  banks  with  adjust- 
ments of  as  much  as  1%  every  six 
months.  That  is  far  greater  latitude 
than  is  now  permitted,  and  other  reg- 
ulators will  probably  follow  the 
Comptroller's  lead.  Will  the  public  ac- 
cept this?  Probably  not,  except  in  re- 
gions where  all  lenders  offer  only  vari- 
able rate  instruments  and  home  buy- 
ers have  little  choice. 

In  any  case,  discussions  about  mort- 
gages are  almost  academic  today.  Few 
houses  change  hands  with  rates  at 
around  15%  and  as  much  as  4%  of  a 
loan's  face  value  payable  immediately. 
This  charge  is  called  "points."  Think 
of  it,  a  $100,000  mortgage  requires  an 
up-front  cash  outlay  of  $4,000  just  to 
pad  the  pocket  of  the  lender.  This 


comes  on  top  of  roughly  $15,000  in 
first-year  interest. 

Add  up  the  numbers.  Today,  20% 
down  payments  are  the  rule— $25,000 
a  $125,000  home.  Throw  in  the 


on 


Sen  Weberman  is  economics  editor  of  Forbes 
nagazine. 


$4,000  in  points  for  a  $100,000  loan. 
Don't  forget  fees  for  title  insurance, 
lawyers  and  real  estate  brokers— the 
buyer,  pays  all.  The  down  payment 
and  total  first  year's  charges  amount 
to  nearly  40%  of  the  selling  price. 

One  result  of  this  lending  slowdown 
is  that  prices  of  homes  in  places  like 
Denver  and  Phoenix  have  actually  de- 
clined. Elsewhere,  notably  in  southern 
Florida,  Houston-Dallas  and  Southern 
California  they  are  holding  at  levels 
set  last  October.  Homeowners,  in 
fact,  are  now  finding  that  a  house  is 
not  a  perfect  hedge  against  inflation. 
That  myth,  of  course,  will  die  slowly. 
It  will  take  time  for  potential  sellers  to 
realize  that  they  are  paying  carrying 
charges  without  an  offsetting  increase 
in  the  market  value  of  their  property. 

What  the  statistics  don't  show  is 
that  a  large  proportion  of  the  homes 
actually  sold  moved  because  of  "cre- 
ative financing."  That's  real  estate 
broker  terminology  for  the  seller's 
taking  a  price  cut  without  realizing  it. 
One  technique  is  for  a  homeowner  to 
throw  in  the  existing  low-rate  mort- 
gage and  take  a  second  mortgage  for 
13%.  Since  second  mortgage  rates  are 
closer  to  20%  than  13%,  the  mortgage 
is  worth  roughly  one-fifth  less  than 
the  face  amount.  That  is  a  subsidy  by 
the  seller. 

Variations  among  first  mortgages, 
second  mortgages  and  cash  are  con- 
siderable. But  the  aim  is  to  bring  the 
overall  mortgage  rate  on  the  first  and 
second  trusts  to  a  level  that  the  buyer 
can  afford.  Today  some  lenders  will 
offer  a  rate  below  the  going  level  if  the 
borrower  will  take  a  variable-rate 
mortgage.  In  New  York,  for  example, 
conventional  mortgages  go  for  15'/2% 
with  a  3-point  cash  payment.  Vari- 
able-rate mortgages  can  be  written 
with  a  15%  rate  and  only  a  one-half 
point   payment.    Renegotiable  rate 


mortgages,  agreements  that  requ. 
new  terms  after  three  to  five  yea 
carry  a  rate  as  low  as  14y4%. 

The  housing  slump,  of  course,  w 
have  a  positive  effect  on  bond  yiel 
later  this  year.  Because  the  Consum 
Price  Index  includes  the  new-hon 
prices  and  mortgage  costs,  CPI-me 
sured  inflation  has  been  running  , 
much  as  4%  above  the  "underlyini 
rate.  Hold  housing  prices  steady,  brit 
down  the  mortgage  rate  and  the  r 
ported  number  could  fall  as  much  ; 
3%  by  year-end.  That's  the  judgmei 
of  Federal  Reserve  Board  Chairma 
Paul  Volcker.  Cut  CPI  inflation  to  8 
or  so  for  a  prolonged  period  and  bon 
yields  will  fall. 

Those  lower  mortgage  rates  an 
lower  bond  yields  are  in  line  with  tl, 
pattern  of  peaking  of  long-term  rate 
by  May  or  June  that  I  have  been  pn 
dieting  since  the  start  of  the  yea) 
Along  with  that  will  come  a  busines 
slowdown,  a  shrinkage  of  credit  d<j 
mands  and  a  broad  cooling  of  mflg 
tionary  pressures. 

That  means  anyone  who  is  na 
pressed  to  buy  a  home  now  shoul< 
wait.  Prices  are  no  longer  soaring,  an 
mortgage  rates  will  come  down  b 
summer.  Sellers  who  want  to  mov] 
their  homes  should  keep  the  potential 
costs  of  creativity  in  mind. 

Investors  can  benefit  from  th 
GNMA  13%  pass-through  certifi 
cates.  These  now  trade  at  92'/2 
yield  14.25%  on  the  assumption  of  \ 
12-year  average  life  for  the  underlying 
mortgage  pool.  That  means  that  hal: 
the  pool  should  be  paid  off  in  12  yean 
and  half  beyond.  By  contrast,  a  10 
year,  13%  U.S.  Treasury  note  sells  a 
101  Vi  to  yield  12.75%,  and  a  15-year, 
12%%  U.S.  Treasury  note  sells  at 
97 Vi  to  yield  13%. 

Thus  the  Ginnie  Maes,  guaranteed 
by  the  full  faith  and  credit  of  the  U.S 
government,  yield  about  1.25%  ta 
1.50%  more  than  direct  federal  obliga- 
tions. You  should  know,  of  course, 
that  interest  on  the  GNMAs  is  subject 
to  state  income  taxes  while  interest 
on  Treasury  debt  is  exempt. 

Long-term  interest  rates  will  peak 
sometime  before  June.  I  can't  be  more 
specific  until  I  know  how  Congress 
will  react  to  the  Reagan  Administra- 
tion's requests  for  spending  and  tax 
cuts.  Still,  I  recommend  that  you  con- 
fine purchases  to  securities  due  in  five 
years.  These  hold  minimal  market 
risk  if  inflation  does  not  cool  and  if 
Congress  gets  balky  with  the  Presi- 
dent. If  you're  a  bit  more  venture- 
some, buy  a  few  long-term  Treasuries 
and  GNMAs.  ■ 
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No  other 
underwriter 
of  municipal  bonds 
is  like  Nuveen. 


Like  other  national  firms, 
John  Nuveen  &  Co.  sells  billions  of 
dollars  worth  of  securities  every 
year  to  institutional  and  individual 
investors  in  all  regions,  in  every 
state  in  the  U.S.A.  What  makes 
Nuveen  different  is  this: 
Nuveen  is  the  only  national  firm 
j  specializing  in  municipal  bonds. 

In  1980,  Nuveen  distributed 
about  $3  billion  of  municipal  bonds 
!  to  banks,  individuals,  insurance 
'  companies  and  other  institutions. 
'  These  sales  were  made  through 
1  Nuveen's  network  of  offices 
.  stretching  from  Juneau,  Alaska,  to 
Miami,  Florida.  Over  $1%  billion 
of  municipal  bonds  were  distributed 
to  individual  investors  through  the 
Nuveen  tax-exempt  bond  funds. 
These  funds  were  placed  through 
over  15,000  registered  representa- 
tives in  750  investment  firms  in 
every  state  in  the  country. 


Nuveen  is  the  only  national 
firm  that  underwrites  municipal 
bonds  exclusively.  Out  of  Nuveen's 
unique  character  spring  a  host  of 
advantages  to  issuers  of  municipal 
bonds. 

New  issues  of  municipal  bonds 
are  efficiently  distributed  nationally 
to  institutional  investors  through 
Nuveen's  network  of  offices  and  to 
over  250,000  individual  investors 
through  the  Nuveen  bond  funds. 
Selection  of  members  of  an  under- 
writing syndicate  is  uniquely  aided 
by  Nuveen's  intimate,  accurate  and 
up-to-date  knowledge  of  the  mu- 
nicipal bond  marketing  capabilities 
of  investment  firms  in  every  state. 

Nuveen  has  more  capital 
committed  solely  to  municipal 
bonds  than  any  other  firm.  A  few 
other  national  firms  have  more 
total  capital,  but  they  engage  in  a 
multitude  of  other  investment,  and 
even  non-investment  activities. 


nuveen 

John  Nuveen  &  Co.  Incorporated 


Nuveen's  abundant  capital,  coupled 
with  the  firm's  specialized 
knowledge  of  municipal  bond 
markets,  enables  the  firm  to 
underwrite  both  seasoned  and 
unseasoned  issues  even  during 
the  most  difficult  market 
environments. 

Other  advantages  derive  from 
Nuveen's  concentrated  expertise: 
an  unusual  capacity  for  judging 
precisely  when  an  issue  should  be 
offered;  the  ability  to  work  fast  so 
as  to  meet  tight  schedules;  and  an 
aptitude  for  providing  innovative 
solutions  to  underwriting  and 
distribution  problems.  Any  or  all 
may  prove  valuable,  even  vital,  at  a 
particular  time  to  an  issuer  wishing 
to  market  bonds  at  the  most  favor- 
able interest  cost. 

As  a  managing  underwriter  of 
municipal  bond  issues,  John 
Nuveen  &  Co.  is  in  a  class  by 
itself. 
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The  national  municipal  bond  specialist 


John  Nuveen  &  Co.  Incorporated    209  South  LaSalle  St..  Chicago.  IL  60604  (312)621-3000   61  Broadway.  New  York.  N  Y  10006  (212)  668-9500 
Austin/ Boston/Juneau/Los  Angeles/Miami/Minneapolis/Philadelphia/Phoenix/San  Francisco/Washington,  D  C    Member  SIPC 


Explore 

our  objectives. 

Penn  Square  Mutual  Fund  has  an 
impressive  24-year  track  record  of 
finding  realistic  values  among  a 
diversity  of  leading  undervalued 
stocks.  The  future's  never  guaran- 
teed, but  if  you're  interested  in 
long-term  capital  growth,  you 
should  be  interested  in  the  details 
of  our  philosophy. 

For  more  information,  including  management 
charges  and  expenses,  write  or  call  us  for  our  free 
prospectus  Read  it  carefully  before  you  invest  or 
send  money. 

Call  800/523-8440 

in  pa,  call  collect  215/376-6771 


Penn  Square  Mutual  Fund 

5th  &  Washington  Srs  .PO  Box  1419.  Reading.  PA  1 9603 
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L Investment  experience  since  1957  ■ 
Over  SI 50.000.000  In  assets.  FM  I 


Good  news 
travels  better 
in  a  letter 
with  the  nt 
right  ZIP.  £ 
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THE  DIAMOND  OF  YOUR  DREAMS 


at  a  price  he  can  afford 


Buy  Diamond  Jewelry  direcl  Irom  one  ol  America  s  well  known  diamond  cutlers  Pay 
only  actual  maiket  price  We  refund  all  monies  unless  your  own  appraisal 
shows  value  V,  to  V,  higher  Over  5.000  styles  S100  to  $100,000. 

Send  for  FREE  92-PAGE  CATALOG. 
EMPIRE  DIAMOND  CORP.,  DEPT  12  Empire  Stale  Bldg .  New  York.  N  V.  10001 
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When  the  Dow  hit  1000  again,  was  it 
showing  confidence  in  the  Reagan  pro- 
gram—or lack  of  confidence? 

THE  1000  BARRIER 


By  Heinz  H.  Biel 


The  dire  predic- 
tions of  Joe  Gran- 
ville notwithstand- 
ing, the  Dow  Jones 
fri^^frHM  industrials  once 
again  managed  to 
cross  that  elusive 
1000  line.  The  DJI 
has  done  so  any 
number  of  times 
before,  beginning 
more  than  15  years  ago,  but  it  fell 
back  each  and  every  time.  It  has  been 
a  frustrating  experience  for  the  faith- 
ful watchers  of  the  DJI,  enough  to 
make  even  a  hardened  market  analyst 
superstitious. 

Will  it  be  different  this  time?  Per- 
haps, because  this  latest  effort  comes 
at  a  time  when  the  general  market  is 
in  a  comparatively  sober  mood.  It 
lacks  the  symptoms  of  overheating 
that  were  so  worrisome  last  year.  The 
market  for  new  stock  issues,  for  in- 
stance, while  still  very  lively,  does  not 
have  the  ardor  it  had  in  1980,  when 
people  clamored  to  get  aboard,  regard- 
less of  price  or  merit. 

I  am  not  talking  about  penny  stocks 
but  about  major  offerings  made  by 
prestigious  underwriting  firms.  When 
Genentech  came  out  last  October  at 
35,  it  jumped  immediately  to  as  high 
as  89,  despite  a  rather  forbidding  pro- 
spectus. Apple  Computer,  another 
"hot"  one,  rose  from  an  offering  price 
of  22  to  36  in  December.  Expectations 
were  equally  high  for  Cetus  Corp.,  like 
Genentech  a  genetic  engineering 
company,  especially  because  it  has 
such  major  shareholders  as  Standard 
Oil  of  California,  Standard  Oil  (Indi- 
ana) and  National  Distillers  &  Chemi- 
cal. Yet,  when  Cetus  came  out  last 
month  at  23,  it  never  managed  to  rise 
to  a  significant  premium  and  then 
declined  below  20.  The  high-flying 
Genentech  and  Apple  also  were  re- 


Heinz  H.  Biel  is  a  lice  president  of  tlx  NYSE 
firm  ofjanney  Montgomery  Scott. 


cently  available  near  or  even  below 
their  original  offering  prices. 

This  waning  enthusiasm  for  hot 
new  issues  is  all  to  the  good.  The 
present  market  seems  to  reflect  seri- 
ous investment  buying  rather  than 
blmd  speculation. 

I  am  not  quite  sure,  however, 
whether  this  is  an  expression  of  confi- 
dence in  the  eventual  success  of  the 
Reagan  economic  program — or  the 
lack  of  it. 

There  is  an  astounding  eagerness  to 
get  rid  of  surplus  dollars  in  a  hurry, 
regardless  of  cost.  The  cash-rich  oil 
companies  are  making  bids  to  take 
over  natural  resources  companies  at 
prices  that  amaze  the  analyst.  Copper, 
lead,  molybdenum  and  coal  have  sud- 
denly attained  aglamour  similar  to  that 
of  gold  a  year  or  so  ago.  Of  course,  when 
you  are  as  wealthy  as  Standard  Oil  of 
California,  Seagram  or  Standard  Oil  of 
Ohio,  you  don't  quibble  over  price. 

If  AMAX,  St.  Joe  Minerals  and  Ken- 
necott  are  worth  that  much  money, 
then  most  of  the  other  companies 
that  have  yet  to  be  wooed  will  have  to 
be  considered  dirt  cheap.  Maybe  they 
are,  but  to  whom?  Sohio  has  the 
money  and  the  time  to  make  Kenne- 
cott  a  worthwhile  investment,  even 
at  $62  a  share.  An  investor,  including 
the  large  institutions,  can't  figure  that 
way.  If  U.S.  Steel,  selling  at  barely 
one-half  its  probably  understated 
book  value,  were  valued  like  a  Kenne- 
cott,  it  would  be  a  bargain  at  3 1 .  But  is 
it?  The  company  is  just  too  big  to  be 
taken  over,  and  the  stock  will  have  to 
be  valued  on  realities  and  not  on 
remote  potentialities. 

We  have  to  live  with  these  realities, 
and  they  are  not  always  pleasant.  Just 
look  at  International  Harvester,  for 
instance.  And  there  are  hundreds  of 
companies  that  are  having  a  rough 
time  making  a  livmg,  not  having  a 
fairy  godmother  to  foot  the  bills. 

There  is  now  more  than  $100  bil- 
lion sitting  in  the  money  funds  alone 
and  much  more  in  T  bills  and  bank 
CDs.  A  good  part  of  that  may  be  avail- 
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,ible  for  investment  in  stocks,  espe- 
cially if  yields  continue  to  decline,  as 
hey  may,  at  least  for  a  while.  Al- 
though most  investment-grade  stocks 
lire  still  reasonably  priced,  the  recent 
advance  has  tilted  the  all- important 
risk-reward  ratio  somewhat  toward 
:he  negative  side.  If  you  feel  uncom- 
fortable holding  too  few  stocks  and 
vvith  too  much  cash  lying  around 
awaiting  investment,"  you  probably 
should  change  the  emphasis  some- 
what. But  if  you  buy  stocks,  don't  just 
look  at  earnings  and  dividend  projec- 
tions. The  soundness  of  the  balance 
sheet  is  equally  important. 

The  apparent  predilection  of  the 
money-rich  oil  companies  to  diversify 
and  invest  in  other  natural  resources 
industries  makes  one  wonder  wheth- 
er timber  may  not  be  next.  The  big 
forest  products  companies,  of  course, 
are  very  big,  but  takeovers  don't  nec- 
essarily require  all  cash.  They  can  be 
done  with  paper,  too  (no  pun  intend- 
ed). The  industry  is  quite  cyclical,  to 
be  sure,  but  copper  is  even  worse  in 
that  respect.  Right  now  it  is  also  not 
as  profitable  as  it  should  be  to  achieve 
an  optimum  return  on  timberland. 
The  reason  for  this,  I  understand,  is 
the  pricing  of  timber  sales  from  feder- 
al land  by  the  U.S.  Forest  Service, 
which  is  below  the  true  cost  of  proper 
forest  management.  Nevertheless, 
this  need  not  be  a  permanent  prob- 
lem. And  timber  is  the  only  replen- 
ishable  natural  resource,  which  is  cer- 
tainly not  the  case  with  oil  or  metals. 
Except  for  Brascan's  nibble  at  Scott 
Paper,  I  have  no  knowledge  that  take- 
over thoughts  are  in  the  backs  of  the 
minds  of  potential  acquisitors,  but  the 
tree-growing  business  does  have  ex- 
cellent inflation-hedge  characteris- 
tics. Among  the  companies  deserving 
consideration  are  International  Paper 
(50),  Weyerhaeuser  (39),  Boise  Cascade 
(42)  and \  Crown  Zellerbach  (50). 

Who  would  think  of  a  railroad  as  a 
forest  products  company?  Or  a  diver- 
sified natural  resources  company? 
Yet,  Bnrlhigton  Northern  (62)  is  not 
only  the  longest  railroad  in  the  U.S., 
but  it  also  owns  1.5  million  acres  of 
timberland  in  addition  to  its  huge  coal 
reserves.  Forest  products  are  not  just  a 
sideline  for  BNI.  In  1979  (the  latest 
year  for  which  published  figures  are 
available)  forest  products  contributed 
a  high  percentage  of  income,  more 
than  the  combined  total  of  coal  and 
oil.  Burlington  Northern  is  more  spec- 
ulative than  the  companies  men- 
tioned before  because  of  the  leverage 
inherent  in  railroad  operations,  but  it 
has  distinct  long-range  attraction.  ■ 
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for  *33 

This  trial  subscription  is  open  to  you  only  if  no 
member  of  your  household  has  subscribed  to 
Value  Line  in  the  past  two  years.  We  make  this 
special  offer  because  we've  found  that  a  high 
percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  keep  our 
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Begin  my  10-week  trial  subscription  for  $33  to 
The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the  two 
bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 
Begin  my  1-Year  (52  issues)  subscription  for 
$330  and  send  me  the  two  bonuses  listed  above 
There  are  no  restrictions  with  this  annual 
subscription. 

This  subscription  is  tax-deductible  and  non- 
assignable. 
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CARTA  MAGNA  is  an  individualized  and  confidential 
International  free-lance  service  tailored  to  specific 
needs  that  you  may  have  in  the  Caribbean  and  Latin 
America  A  few  select  cases  accepted  at  one  time, 
with  a  wide  range  of  problem-solving  tasks  per- 
sonally performed  in  your  behalf.  Backed  by  many 
years  of  overseas  trouble-shooting,  sales,  market- 
ing, fact  finding,  financial,  contract  negotiation  and 
other  services.  For  information  call:  Midwest  (314) 
454-0266,  Southeast  (305)  553-6861  Or  write  P  0 
Box  523278,  Miami,  FL 33152.  Telex 803-276 


By  Ann  C.  Brown 


Last 

that 

room 


week  I  heard 
a  three-bed- 
three-bath- 


room cooperative 
apartment  in  the 
building  adjacent  to 
mine  had  gone  on 
the  market  for 
$750,000.  About  the 
same  time,  I  saw  ad- 
vertised a  seven- 
bedroom  "country  estate,"  complete 
with  swimming  pool,  gymnasium, 
horse  barn,  trout  stream  (with  water- 
fall), on  27  acres,  only  an  hour  away 
from  the  city.  Asking  price — 
$335,000.  Sign  of  the  times.  A  big 
house  these  days  is  more  of  a  liability 
than  an  asset — an  ivy-covered  white 
elephant  built  when  both  labor  and 
energy  were  cheap. 

Today,  with  the  birthrate  down  to 
1.8  children  per  family,  who  needs 
seven  bedrooms?  Who  will  clean 
them,  vacuum  the  pool,  look  after  the 
horses  and  mow  the  beautifully  land- 
scaped acreage?  Even  the  seclusion  is 
a  drawback,  an  open  invitation  to  bur- 
glary or  worse.  The  costs  of  heating 
and  cooling,  insurance,  taxes  and  oth- 
er maintenance  must  be  staggering.  I 
wish  the  seller  luck  in  disposing  of  a 
"yesterday"  house. 

While  you  may  be  living  in  a  snug, 
highly  salable  piece  of  real  estate,  I 
suggest  you  walk  to  your  desk  or 
wherever  and  dig  out  the  latest  state- 
ment of  your  securities  holdings.  For  a 
moment  forget  any  low-interest,  long- 
maturity  bonds,  which  are  a  disaster 
area  unless  you  just  purchased  them  at 
a  whopping  discount.  Concentrate  on 
the  equities  and  see  if  you  are  holding 
any  yesterday  stocks — shares  in  com- 
panies heavily  dependent  on  no-long- 
er-cheap labor  or  increasingly  expen- 
sive energy.  Include,  too,  those  com- 

Ann  C.  Brown  is  executive  vice  president  of  tfje 
New  York  investment  firm  of  Melbado,  Flynn  & 
Associates. 


If  you  find  that  your  portfolio  contains 
some  distinctly  ungolden  oldies,  consider 
doing  a  bit  of  spring  housecleaning. 


YESTERDAY  STOCKS 


panics  that  are  getting  battered  by 
foreign  competition  and  companies 
that  are  reeling  under  a  load  of  govern- 
ment regulations,  which  are  likely  to 
remain,  in  spite  of  Reagan's  inten- 
tions to  get  the  bureaucracy  out  of 
business.  Laws  have  a  nasty  way  of 
staying  on  the  books. 

If  you  find  that  your  portfolio  con- 
tains some  distinctly  ungolden  oldies 
that  you've  been  meaning  to  sell  once 
the  price  goes  back  up  (which  it  never 
seems  to  do)  or  that  were  once  great 
growers  but  have  plateaued,  consider 
doing  a  bit  of  spring  housecleaning. 
More  often  than  not  my  motto  of 
"when  in  doubt — out"  has  proven 
successful  over  the  years.  In  fact,  per- 
haps the  greatest  help  I  have  been  to 
my  clients  is  to  persuade  them  to  face 
up  to  their  losses  and  do  something 
about  them.  It's  hard  to  admit  you 
made  a  mistake.  It's  downright  dumb 
to  sit  with  it  when  there  are  better 
opportunities  around. 

One  of  the  best  ways  for  you  to 
approach  your  existing  portfolio  is  to 
pretend  that  someone  gave  you 
$100,000  to  invest  in  stocks.  Would 
you  buy  the  stocks  you  now  own?  If 
you  wouldn't  and  if  there  are  no  good 
reasons  for  keeping  them,  like  wait- 
ing for  your  gains  to  go  long  term, 
letting  your  heirs  pay  estate  taxes  in- 
stead of  your  paying  capital  gains 
taxes  or  using  appreciated  securities 
as  gifts,  then  earmark  those  stocks  for 
sale.  Use  the  proceeds  to  buy  "tomor- 
row" stocks — companies  whose  sales 
and  earnings  should  grow  at  an  above- 
average  rate  due  to  new  technology  or 
changing  demographics  or,  as  in  the 
case  of  oil,  gas  and  other  natural  re- 
sources, because  of  diminishing  sup- 
ply and  expanding  demand. 

Three  companies  that  should  do  es- 
pecially well  over  the  next  few  years 
are  Capital  Cities  Communications  (67), 
Time  Inc.  (67)  and  Multimedia  (32).  The 
main  attraction  these  companies 
have  is  their  recent  involvement  in 
cable  television,  which  is  not  only 
here  to  stay  but  here  to  stay  in  an 
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'lleven  bigger  way  than  I  think  most 
|  people  realize.  As  the  cost  of  taking 
-'{'people  to  things  increases,  those  busi- 
llnesses  that  bring  things  to  people 
I  cheaply  and  efficiently  should  have  a 
'  very  profitable  future. 

Last  year,  Capital  Cities  Communi- 
I  cations  agreed  to  purchase  Cablecom- 
I  General  Inc.  from  a  subsidiary  of  Gen- 
eral Tire  &  Rubber.  While  the  deal  has 
I  yet  to  be  finalized  (probably  in  May), 
\  Capital  Cities  could  pick  up  around 
j  225,000  cable  subscribers,  making  it 
I  the  14th-largest  multiple-system-op- 
ieration  in  the  country.  The  company 
[  has  a  talented  top  management  and 
t  an  enviable  earnings  record,  reporting 
K  $5.38  per  share  for  1980,  up  from 
I  $4.68  in  1979.  This  year  $6.25  seems 
j1  possible. 

li  Time  Inc.  entered  the  cable  TV  are- 
8  na  in  a  big  way  a  few  years  back  with 
[:  the  purchase  of  American  Television 
j  &  Communications  Corp.  Today, 
nTime  has  an  estimated  1.3  million 
rj  subscribers,  and  its  Home  Box  Office 
li  claims  to  have  about  5  million  extra- 
J;  pay  cable  customers.  Last  year's  earn- 
\.  ings  were  about  even  with  those  of 
[j  the  preceding  year  due  to  startup  costs 
li  of  its  new  scientific  magazine,  a  gen- 
ii eral  fall  in  the  forest  products  oper- 
■  ations  and  the  poor  performance  in 
|j  the  mail-order  book  business.  Howev- 
[}  er,  it  seems  that  most  of  the  disap- 
|  pointing  divisions  could  begin  to 
i  show  profit  recovery  by  the  fourth 
I  quarter,  and  earnings  for  1981  are  esti- 
j  mated  at  $5.75  per  share.  Things  are 
i  really  expected  to  get  going  in  1982 
U  and  a  preliminary  estimate  is  for  a 
|  sizable  earnings  jump  to  $8.50  or  so. 

Less  well-known  is  Multimedia, 
t  which   is   traded  over-the-counter. 
Multimedia  was  formed  in  1968  by 
the  merger  of  three  privately  held 
j  companies,  and  today  has  grown  into 
I  a  diversified  communications  com- 
:l  pany  with  newspapers,  TV  and  radio 
|  stations,  cable  TV  systems  and  a  tele- 
j  vision  program  production  and  syndi- 
I  cation  company  (the  Phil  Donahue 
Show,  among  others). 

Multimedia  was  a  relative  late- 
I  comer  to  the  cable  business,  having 
started  its  acquisitions  program  early 
last  year.  Since  then,  the  company  has 
been  actively  bidding  on  several  fran- 
chise applications  and  has  had  two 
:  recent  successes.  While  building  and 
expanding  the  cable  systems  may 
keep  current  earnings  from  rising  rap- 
idly, the  company  should  be  able  to 
continue  to  invest  in  the  future  and 
maintain  a  15%  eamings-per-share 
growth  rate.  This  year  looks  like 
$2.50  per  share,  vs.  $2.15  for  1980.  ■ 


CARIBOU  ENERGY,  INC.  0 

DENVER,  March  5 — Caribou  Energy  Inc.  plans  a  sub- 
stantial increase  in  its  drilling  activity  this  year,  Louis  M. 
Perry,  president,  said  at  the  company's  annual  meeting 
today. 

Perry  told  Caribou  shareholders,  gathered  at  the  Brown 
Palace  Hotel,  that  the  company  is  raising  money  for  a  10- 
well  drilling  program  to  start  in  April,  and  plans  to 
participate  in  an  additional  15  to  20  wells  in  1981.  These 
wells  will  include  wildcats  in  Kansas  and  Oklahoma. 

In  the  10-well  program,  Perry  said,  Caribou  will  have  a 
25  percent  interest,  carried  to  the  casing  point. 

Currently,  Caribou  is  drilling  the  last  two  wells  in  a  five- 
well  exploration  program  that  started  in  December  1980. 
The  first  three  wells  were  dry.  The  fourth  well  is  in  Kimball 
County,  Nebraska,  near  Sioss  Field,  which  has  produced 
some  16  million  barrels  of  oil.  The  fifth  well  is  in  Banner 
County,  Nebraska,  in  an  abandoned  portion  of  Lovercheck 
Field,  which  Perry  feels  may  have  been  inadequately  tested 
by  others. 

Perry  said  Caribou's  recent  gas  discovery  in  Logan 
County,  Colorado,  has  strong  bottom-hole  pressure,  indicat- 
ing that  the  well  has  tapped  a  new  reservoir.  He  said  the 
company  is  negotiating  with  a  gas  transmission  firm  for  a 
pipeline  hookup. 

Around  the  well  is  a  1,520-acre  lease  block  in  which 
Caribou  owns  26  percent  of  the  working  interest.  Perry  said 
up  to  eight  development  wells  could  be  drilled  on  the 
acreage 

Since  the  company  was  formed  two  years  ago,  its  gross 
acreage  of  leases  has  more  than  tripled,  Perry  pointed  out. 
Caribou  now  owns  interests  in  25,000  acres  in  five 
states — Colorado,  Wyoming,  Nebraska,  Utah  and  South 
Dakota.  Perry  said  the  company  has  32  prospects  that  are 
ready  for  exploration. 

Perry  told  shareholders  that  Caribou  had  a  net  loss  of 
$39,056  for  its  first  quarter  ended  Dec.  31,  1980.  This 
compares  with  a  profit  of  $5,016  a  year  earlier.  Revenues, 
mainly  interest  income,  were  $38,206,  down  from  $50,307. 
Shares  outstanding  totaled  30.4  million. 

All  of  Caribou's  directors  were  re-elected  at  the  annual 
meeting. 

Common  stock  of  Caribou  Energy  is  traded  on  the 
national  Over-The-Counter  market;  NASDAQ  symbol  CB0U. 

(Contact:  Sandra  Perry,  Shareholder  Relations,  Caribou 
Energy,  Inc.,  518  17th  St.,  Denver,  CO  80202.  Phone: 
303-629-5200.) 


NUCLEAR  MEDICAL  SYSTEMS,  INC.  0 

(NMSI)  Newport  Beach,  CA.  NMS  develops  and  manufac- 
tures high  technology  medical  immunodiagnostic  test  kits 
to  aid  in  the  diagnosis  of  cancers,  early  heart  attacks, 
pregnancy  disorders,  drug  sensitivities,  fetal  distress,  thy- 
roid problems,  birth  defects,  etc. 

Despite  expansion  and  the  undertaking  of  new  pro- 
grams, NMS  has  been  profitable  with  a  strong  financial, 
high  liquidity  and  no  debts.  The  company  issued  stock 
dividends  of  10%  in  1978,  25%  and  50%  in  1980. 

Its  developments  include  a  blood  test  kit  (AFP)  to  screen 
expectant  mothers  for  severe  birth  defects  and  thyroglobu- 
lin  for  thyroid  cancer  prognosis. 

NMS  owns  30%  of  Immutron  Inc.  (0)  which  is  in 
immuno  instrumentation  and  kits  thereof,  and  21%  of 
Genetic  Replication,  which  is  in  cloning,  interferon  and 
commercial  utilization  of  genetic  engineering. 

Market  makers:  WEDB,  UHIC,  WHCC,  TMSI,  EHUT,  DBUR, 
BHSS,  KPC0,  DEAN,  MRKS,  BCCC.  T0WR. 

(Contact:  Joseph  Irani,  President,  Nuclear  Medical  Sys- 
tems, Inc.,  1533  Monrovia  Ave ,  Newport  Beach,  CA  92663, 
714-645-2111.) 


SIMMONDS  PRECISION  PRODUCTS,  INC.  (NYSE) 

(SP)  Tarrytown,  New  York — Simmonds  Precision  designs 
and  manufactures  electronic  components  and  computer- 
based  systems  for  aerospace  and  industrial  applications, 
including  fuel  management,  engine  ignition  and  primary 
flight  control  actuation  systems.  The  company's  products 
are  used  on  most  major  commercial  and  military  aircraft 
programs.  In  1980,  the  company  discontinued  its  unprofit- 
able product  investments,  eliminating  a  substantial  drain 
on  the  basic  earnings  power  of  the  corporation.  The  write- 
off focuses  future  efforts  on  the  strength  of  the  company's 
traditional  aerospace  and  industrial  operations.  Backlog  of 
the  company's  core  aerospace  and  industrial  business  at 
1980  year  end  was  $130.4  million,  up  from  $114.7  million 
at  December  31,  1979. 

For  The  12  Months  Ended  December  31 


Continuing  Operations: 

1980 

1979 

Sales  $131,979,000 

$107,632,000 

income  Before  Tanes 

11,900,000 

13.357,000 

Income  From  Continuing  Operations 

8,465,000 

7,474,000 

Discontinued  Operations  (net  of  taxes): 

Loss  From  Operations 

(2,856,000) 

(1,220,000) 

Loss  On  Disposal 

(5,130,000) 

Net  Income 

479,000 

6,254.000 

Per  Share: 

Continuing  Operations 

$1.74 

$1  61 

Discontinued  Operations 

(164) 

(26) 

Net  Income 

$.10 

$1.35 

Averaged  Number  Of  Common  &  Com- 

mon Equivalent  Shares  Outstanding 

4,865,000 

4,643,000 

(Contact  Howard  F.  Matus, 

Vice  President 

Corporate 

Relations,  150  White  Plains  Road,  Tarrytown,  NY  10591 
914-631-7500.) 
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Take  advantage 
of  this  new,  low-cost 
advertising  service 
from  Forbes 

It's  where  publicly-held  corporations 
can  report  current  developments  to 
America's  most  important  investors. 

Corporate  Report  Updates  will 
appear  once  a  month  in  1 981 .  For 
added  editorial  impact  and  rele- 
vance, it  will  be  positioned  in  Forbes' 
popular  section,  "Money  and 
Investments." 

The  cost  is  modest.  A  minimum- 
sized  message  (36  lines)  is  only 
$2,1 24,  which  is  ]ust  $3,08  for  each 
thousand  subscribers.  Additional 
space  at  $59  per  line. 

Call  or  write  today  for  all  the  details: 
Sarah  Madison 

Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone: (212)  620-2371 
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Rumor  has  it  that  those  wonderful  folks 
who  loved  Avon  Products  at  65  times  earn- 
ings are  about  to  bad-mouth  the  oils. 

A  CLASSIC 
OVERREACTION 


By  David  Dreman 


Perhaps  the  most 
predictable  sound 
on  Wall  Street  is 
that  of  the  herd, 
stampeding  back 
and  forth  according 
to  the  latest  fads  and 
fashions.  As  our 
studies  over  four  de- 
cades show,  buying 
precisely  the  stocks 
that  the  market  is  most  down  on,  as 
measured  by  their  price/earnings  ra- 
tios, wins  with  amazing  consistency. 
Go  where  the  herd  isn't  if  you  want 
the  best  pasture. 

Okay,  but  a  number  of  savvy  inves- 
tors have  posed  the  same  question  to 
me:  How  do  you  separate  companies 
that  the  market  is  temporarily  disen- 
chanted with  from  those  that  are  in 
their  death  throes? 

It's  not  hard  if  you  use  some  good 
screening  rules.  The  most  important 
is  to  make  sure  that  the  company  has 
the  financial  resources  to  weather  a 
period  of  rough  sailing — a  strong  cur- 
rent position  and  a  conservative  debt 
structure.  This  will  eliminate  the 
W.T.  Grants,  Chryslers  and  others  of 
that  genre. 

A  second  rule  is  to  avoid  companies 
at  peak  earnings  that  are  on  the  brink 
of  a  free-fall.  A  Ford  at  4  times  earn- 
ings several  years  ago  was  no  bargain, 
nor  was  an  International  Harvester  at 
3  times.  These  situations  are  not  al- 
ways easy  to  spot,  but  there  are  al- 
ways enough  low  P/E  stocks  around 
that  you  can  pick  and  choose. 

Keeping  these  two  rules  in  mind, 
there  are  numerous  opportunities  to 
take  advantage  of  temporary  over- 
reactions.  One  classic  example  was 
Eastman  Kodak.  Analyst  consensus 
on  Kodak  was  deep  black  early  last 

David  Dreman  is  managing  director  of  Dre- 
man, Gray  &  King,  Investment  Counsel,  New 
York,  and  author  of  Contrarian  Investment 
Strategy  and  Psychology  and  the  Stock  Market. 


year.  As  the  bunkering  Hunts  drove 
the  price  of  silver  toward  $50  an 
ounce,  the  stock  fell  from  a  high  of  70 
to  the  low  40s.  Expert  opinion  at  the 
time  reasoned  that  sky-high  silver 
prices  were  obviously  here  to  stay, 
which  meant  that  amateur  photogra- 
phy would  drastically  decline. 

Not  surprisingly,  this  proved  to  be  a 
major  overreaction.  With  a  well-diver- 
sified business  mix,  Kodak  was  able  to 
structure  the  largest  price  increases  to 
its  most  captive  markets  and  far  low- 
er increases  to  areas  with  greater  price 
sensitivity,  amateur  photography,  for 
example.  Voild!  First-quarter  1980 
earnings  were  not  down  at  all,  but 
actually  increased  10% — something 
the  doomsday  crowd  said  was  impos- 
sible. The  stock  surged  back  sharply. 
Add  the  demise  of  the  silver  comer, 
and  it  rose  to  the  high  70s,  or  85% 
above  its  low  of  only  months  before. 
Condition  black  had  turned  to  condi- 
tion green  with  remarkable  swiftness. 

So  what  is  today's  condition  black? 
To  me,  at  least,  it  seems  to  be  the 
international  oils.  Was  it  three 
months  ago  or  as  long  ago  as  four,  that 
expert  consensus  held  oils  to  be  the 
best  group  for  appreciation  for  years 
to  come?  But  now  the  herd  is  stam- 
peding in  the  opposite  direction. 

Perceptions  have  changed  from 
worldwide  shortage  to  worldwide 
glut,  almost  faster  than  you  can  say 
Sheikh  Yamani.  Naturally,  the  change 
in  perception  has  been  accompanied 
by  a  butchering  of  prices.  Standard  of 
Ohio,  with  its  huge  North  Slope  hold- 
ings, down  from  93  to  49;  Gulf  from 
54  to  35;  Mobil  from  90  to  64. 

Apparently,  worse  news  is  on  the 
way.  Good  authority  has  it  that  one  of 
the  giant  research  houses,  which 
gained  considerable  distinction  for 
its  penetrating  buy  recommendations 
of  Avon,  Polaroid  and  McDonald's 
weeks  before  the  top  tier  blew  apart 
in  early  1973,  is  about  to  come  out 
with  a  ruinous  report  detailing  how 
the  world  is  awash  in  oil. 

Again  it  seems  investor  perceptions 


have  altered  far  too  radically.  True,| 
Free  World  demand  was  down  in  1980 
and  will  be  down  again  in  1981.  Also 
true,  there  will  be  an  increasing  sup- 
ply from  Iran  and  Iraq  (as  well  as  pro- 
ducers outside  OPEC)  as  their  produc- 
tion comes  back  to  norm. 

However,  there  is  another  side  to 
the  equation — Saudi  Arabia.  With  gi- 
ant balance-of-payments  surpluses, 
the  Saudis  are  in  a  position  to  cut 
back  significantly,  particularly  since 
some  of  their  other  investments — 
gold  at  $700  to  $800  an  ounce,  and 
government  securities  at  10%  to  12% 
rates  of  interest  with  15% -plus  infla- 
tion— have  not  proved  spectacularly 
successful.  Furthermore,  Saudi  Arabia 
has  half  a  million  Palestinians  within 
its  borders  and  temperate  OPEC 
members  such  as  Iran,  Iraq  and  Libya 
in  the  locale,  all  screaming  for  higher 
prices.  The  country  may  well  find  it 
politically  wise  to  maintain  the  status 
quo  by  cutting  back  on  production. 

In  sum,  the  demise  of  OPEC,  and 
with  it  a  collapse  in  oil  prices,  unfor- 
tunately, seems  more  than  a  little  pre- 
mature. A  world  awash  in  oil?  More 
likely  analysts  awash  in  pipe  dreams. 

If  we  haven't  seen  the  end  of  OPEC, 
some  of  the  majors  look  exceptionally 
cheap  today.  Three  of  my  favorites: 

Earnings  for  giant  Texaco  (35)  have 
moved  up  almost  300%  since  1978 
and  should  be  up  again  in  1981,  de- 
spite the  latest  3%  cut  in  domestic 
gas  reserves.  Dividend  payout  is  well 
below  the  traditional  ratio,  indicating 
the  likelihood  of  further  boosts  in  the 
next  few  years.  The  stock  currently 
yields  7.3%.  Priced  at  4  times  earn- 
ings, TX  trades  at  half  the  market 
multiple,  and  has  an  estimated  break- 
up value  of  $125  to  $130  a  share. 

Mobil  (64),  with  a  major  play  in  the 
Hibemia  Field,  should  show  another 
earnings  gain  this  year,  from  the 
$13.27  earned  in  1980.  The  dividend 
rate,  currently  $4  a  share,  has  doubled 
in  the  last  two  years  and  is  likely  to 
move  steadily  higher.  The  stock 
trades  at  a  P/E  of  4.5  and  yields  6.2%. 

Well-managed  Royal  Dutch  (41)  is 
the  second-largest  international  after 
Exxon.  Earnings  should  be  up  in  1981 
from  1980's  $10  a  share.  The  stock 
yields  7.5%  and  trades  at  under  4 
times  estimated  1981  earnings. 

Do  you  see  gasoline  back  at  75 
cents  a  gallon  and  fuel  oil  at  60  cents? 
If  not,  the  market  has  done  it  again, 
this  time  with  the  large  oils,  both 
exceptionally  strong  financially  and 
likely  to  have  anything  but  roller- 
coaster  earnings.  If  I'm  right,  we  have 
a  classic  low  P/E  story  here.  ■ 


196 


FORBES,  APRIL  13,  1981 


n  m  1980 
*l.Als 


By  John  Train 


unior- 
tie  pre 


ites: 


Me' 
nestic 
s  well 
atiiS 
in  the 
rently 
earn- 
arket 
ireak- 


the 


i 


Financial  Strategy 


hat  do  you  do  when  a  wealthy,  suscep- 
)le  older  relative  falls  into  the  hands  of 
i  unscrupulous  younger  person? 

A  SINISTER 
SITUATION 


clergyman  with  whom  she  long  has 
been  friendly,  and  who  considers  her  a 
saint;  the  financial  administrator  of  a 
nearby  hospital. 

She  finds  a  part-time  secretary  to 
handle  correspondence,  which  she 
dictates  and  he  signs  with  his  shaky 
hand.  Another  friend  of  hers  prepares 
his  tax  returns. 

She  eventually  persuades  Mr.  Spratt 
to  alter  his  will.  The  children  receive 
token  bequests  and  their  choice  of  his 
personal  effects.  Both  the  church  and 
the  hospital  are  given  substantial  lega- 
cies. Smaller  ones  go  to  the  cook- 
housekeeper,  the  secretary  and  the  ac- 
countant. It  is  Matilda  herself,  howev- 
er, who  is  named  the  main  residuary 
beneficiary,  receiving  the  house  and  a 
substantial  portfolio  of  securities. 

Matilda  continues  to  foment  disaf- 
fection between  old  Spratt  and  his 
offspring,  who  essentially  are  barred 
from  access. 

Finally,  the  old  man  dies.  The  chil- 
dren discover  with  horror  what  has 
happened  to  the  will,  and  initiate  pro- 
ceedings in  the  probate  court  to  show 
that  the  testator  was  incompetent. 
However,  the  clergyman,  the  hospital 
administrator,  the  servants,  the  CPA 
and  the  secretary  all  rebut  that  con- 
tention. The  children  are  thrown  out 
of  court  with  no  more  than  the  token 
legacies  that  the  instrument  provided, 
and  Matilda  is  fixed  for  life.  Her  team 
paid  off,  she  heads  for  Florida — and 
perhaps  a  new  quarry. 

(In  another  variation  Matilda  mar- 
ries her  employer,  but  the  other 
moves  are  much  the  same.) 

With  old  ladies,  the  most  familiar 
routine  is  a  bit  different.  A  handsome 
decorator  (who  perforce  moves  in 
monied  circles)  scrapes  acquaintance 
with  Mrs.  Butterfield,  a  dowager.  As  a 
passionate  connoisseur  of  Chinese  ex- 
port porcelain,  or  whatever,  he  asks  to 
come  and  admire  her  collection. 

Flattered,  the  old  lady  invites  him 
for  tea.  The  young  man  makes  him- 
self agreeable,  and  on  leaving  arranges 
to  come  again.  He  writes  a  charming 
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The  same  habits  of 
domination  and  fru- 
gality that  brought 
Jay  Spratt  success  in 
business  also  made 
him  something  of  a 
holy  terror  to  his 
children.  Now  he  is 
75  and  a  semi-inva- 
lid widower,  no 
longer  fiercely  driv- 
but  it  is  too  late  to  develop  an 
;y,  affectionate  relationship  with 
children.  They  see  him  rarely.  His 
o  daughters  are  married  and  live  in 
ler  cities.  His  son  is  a  drifter.  Most 
old  Mr.  Spratt's  cronies  are  dead, 
his  surviving  contemporaries 
ye  troubles  of  their  own. 
iis  nurse-companion,  Matilda,  a 
nparative  spring  chicken  of  60,  is 
good  health  and  reasonably  attrac- 
e.  She  has  two  not-very-successful 
ildren  of  her  own,  and  no  signifi- 
lt  savings. 

We  now  see  unfolding  one  of  the 
3St  sinister  sequences  that  an  in- 

tment  counselor  ever  observes  in  a 
ent   family:   the  capturing  of  a 

althy  older  person  by  an  unscrupu- 
is  younger  one  just  as  the  victim 
fts  into  senility. 

3y  degrees  Matilda  separates  old 
Spratt  from  his  former  associ- 
ons.  She  does  not  tell  him  that  his 
ends  have  called  When  his  daugh- 
s  come  to  town  they  are  told  that 
is  too  weak  to  see  them  that  day. 
ltilda  does  not  show  him  the  notice 
the  centennial  dinner  of  his  club,  of 
lich  he  now  is  almost  the  senior 
mber.  When  his  cook-housekeeper 
many  years  retires,  a  cousin  of  Ma- 
da's  replaces  her. 

rom  time  to  time  Matilda  intro- 
ces  new  friends  to  Mr.  Spratt — a 
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thank-you  letter,  enclosing  an  illus- 
trated book  or  catalog. 

On  the  next  occasion  the  old  lady  is 
decked  out  in  a  tea  gown  she  has  not 
worn  for  years.  They  get  along  fa- 
mously. The  decorator  has  brought  a 
sweet  Victorian  sketchbook  that  he 
leaves  with  her.  Pretty  soon  he  is 
dropping  in  regularly  on  Tuesdays  and 
Fridays,  and  taking  Mrs.  Butterfield  to 
occasional  evenings  at  the  opera  or  a 
gallery  vemissage. 

After  some  months  his  partner  in 
this  campaign  is  introduced,  a  less 
appetizing  gentleman  who  is  also  the 
handsome  decorator's  lover. 

With  the  passage  of  time  the  pair 
become  the  center  of  Mrs.  Butter- 
field's  life.  They  find  her  new  friends. 
One  or  the  other  accompanies  her 
whenever  she  goes  out.  (She  is  not 
getting  any  younger,  so  such  occa- 
sions are  less  frequent.)  Still,  she  is 
happier  than  in  years,  thanks  to  the 
attention  being  paid  her. 

They  take  her  to  exclusive  auctions, 
and  help  her  upgrade  the  collection. 

Now  the  power  play  begins.  Having 
become  familiars  of  the  house,  the 
young  men  insult  the  existing  ser- 
vants and  spread  poisonous  tales 
about  them  to  Mrs.  Butterfield.  One 
by  one  they  are  replaced  by  the  crea- 
tures of  the  enterprising  pair. 

As  she  passes  fully  under  their  con- 
trol, they  sell  her  house  in  town  and 
move  her  lock,  stock  and  barrel  to 
another  city,  far  from  her  family. 
Through  the  staff,  they  dictate  who 
she  sees  and  what  mail  she  receives. 
In  due  course  they  become  complete 
masters  of  the  situation,  including  the 
power  of  the  purse,  in  much  the  same 
style  as  happened  to  old  Jay  Spratt. 

These  conspiracies  really  do  take 
place.  You,  the  reader,  may  know  of 
similar  cases.  They  are  extremely 
hard  to  forestall.  The  courts  hesitate 
to  intervene.  A  strong  countermove  is 
for  a  trusted  relative,  presumably  a 
brother  or  eldest  child,  to  obtain  a 
power  of  attorney,  and  then  take 
charge  of  the  financial  and  domestic 
arrangements.  If  state  law  permits,  a 
"durable"  power  is  preferable,  which 
survives  even  if  the  old  person  be- 
comes definitively  incompetent. 

A  better  solution  is  to  have  the  old 
person  put  his  affairs  into  a  standby  or 
takeover  revocable  trust,  which  out- 
side trustees  will  operate  if  he  be- 
comes unable  to.  You  and  Your  Will  by 
Paul  P.  Ashley  (McGraw-Hill),  a  wise 
book  that  I  recommend,  contains  a 
good  discussion  of  this  device.  Do  any 
trust  and  estate  practitioners  among 
my  readers  have  suggestions?  ■ 
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Faberge  Eggs 

Imperial  Russian  Fantasies 


Psychology  &  Investing 


MO 


Introduction  and  commentaries 
by  Christopher  Forbes 
Foreword  by  Armand  Hammer 

"Everyone  who  sees  it  wants  to  look 
at  it-and  look  and  look  . . .  the  next 
best  thing  to  seeing  the  collection 
itself."  -Detroit  Free  Press 

Few  people  have  the  opportunity 
to  examine  the  intricacy  of  work- 
manship, the  preciousness  of  ma- 
terial, and  the  artistry  of  design 
exhibited  in  the  exquisite  creations 
of  the  great  Faberge  atelier. 
That  rare  pleasure  is  now  avail- 
able in  a  stunning  new  large- 
format  paperback.  Twenty-six 
poster-size  colorplates,  suitable 
for  framing,  masterfully  present 
every  exquisite  detail  of  the  daz- 
zling jeweled  fantasies  created  by 
the  House  of  Farberge  for  the 
Imperial  family  during  the  twi- 
light years  of  the  Russian  empire. 
Christopher  Forbes,  Assistant  Pub- 
lisher and  Vice  President  of 
Forbes  Magazine,  provides  a  fasci- 
nating introduction  to  the  book 
and  a  commentary  or  caption  tot- 
each  masterpiece.  In  addition, 
Mr.  Forbes  also  compiled  a  cata- 
logue raisonne  of  all  known  imper- 
ial eggs,  illustrated  with  specially 
commissioned  line  drawings. 
Foreword  to  the  book  is  provided 
by  Armand  Hammer,  medical 
doctor,  entrepreneur,  and  art  col- 
lector, who,  in  the  1920s,  lived  and 
worked  for  nine  years  in  the  USSR 
and  eventually  brought  priceless 
Romanov  treasures,  among  them 
Faberge  eggs,  to  this  country. 
Faberge  Eggs  is  published  by 
Harry  Abrams,  Inc.  for  $12.50. 
To  order  your  copy  of  this  mag- 
nificent collection  of  Romanov 
treasures,  fill  in  the  coupon  below 
and  mail  today,  along  with  check 
or  money  order. 


Forbes  Magazine  Collection 

60  Fifth  Avenue,  New  York,  NY  10011 

Please  send  me —   copies 

of  Faberge  Eggs  at  S12.50  each,  plus  S2.00 
postage  and  handling  for  each  copy. 
N.Y.  residents  add  appropriate  sales  tax. 
Total  enclosed  $  —  

Name  

Address  

City  

State  Zip  


Investors  say  they're  only  backing  awa^ 
from  the  oil  stocks  briefly,  and  have  evi 
intention  of  returning  soon.  But  will  they: 

PAGING  FYODOR 
DOSTOEVSKI 
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By  Srully  Blotnick 


"I  just  don't  get 
it,"  said  Tim.  "The 
oil  companies  have 
a  rosy  future,  plenty 
of  money  flowing 
in,  lots  of  valuable 
assets  in  the 
ground — and  these 
stocks  lately  have 
been  acting  poorly." 
"I  have  gotten 
creamed  so  far  this  year,"  said  Bob.  "I 
got  into  the  oil-and-gas  group  late.  I 
think  I  was  the  only  guy  on  my  block 
who  didn't  already  own  some.  But  the 
bloom  seems  to  be  off  for  now." 

Most  investors  in  my  sample  are 
more  than  a  bit  confused  by  the 
recent  behavior  of  the  oil  stocks. 
After  the  huge  gains  in  price  this 
group  has  registered  during  the  last 
few  years,  no  one  was  surprised  that 
some  profit-taking  emerged.  That  had 
happened  on  various  occasions  in  the 
past — for  instance,  early  in  1980.  But 
this  round  struck  them  as  different. 

First  of  all,  the  sell-off  was  larger 
than  most  had  anticipated;  10%  was 
the  average  figure  expected.  Neverthe- 
less, Mobil,  Exxon  and  Standard  of 
Indiana  sank  by  25%,  while  smaller 
companies  such  as  Valero  and  Nato- 
mas  dropped  by  33%.  Second,  the 
group  has  failed  to  ignite  anew,  the 
way  it  did  throughout  the  middle  and 
latter  part  of  1980,  when  it  once  again 
provided  the  market  with  leadership. 

The  primary  explanations  offered 
by  investors  are  of  two  distinct  types. 
The  inflation  hedge  argument  is  easily 
the  one  cited  most  frequently.  More 
than  half  of  the  investors  in  my  sam- 
ple who  own  oil  stocks — 276  of  534 — 
are  willing  to  state  explicitly  that  they 
hoped  to  protect  themselves  against 
soaring  gasoline  and  home  heating  oil 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology-  of  Successful 
Investing. 


costs  by  owning  a  piece  of  the  comp£ 
nies  which  are  involved  with  thosl 
products.  ("Buying  two  fingers  of  thjl 
hand  that's  always  picking  my  pockl 
et,"  is  the  way  one  elderly  investol 
described  his  motive  for  purchasinf 
the  stocks.)  The  fact  that  the  majorifl 
of  these  investors  now  expect  inflal 
tion  rates  to  head  lower  in  the  foresee! 
able  future  has  weakened  their  white! 
knuckled  grip  on  the  group. 

There's  also  a  shorter-range  reason! 
why  my  investors  have  lost  interesf 
in  oil  stocks:  The  current  oil  glut  is  .1 
continuing  source  of  surprise,  and  disl 
comfort,  to  them.  "When  I  heard  tha  [ 
the  majors — Gulf  and  Shell — wertl 
lowering  wholesale  prices  to  dealer)! 
by  3  to  5  cents  a  gallon,  I  wa«l 
amazed,"  said  one.  "I  simply  didn'l 
expect  the  supply  of  crude  to  remairl 
this  high  this  long."  Few  are  of  the! 
opinion  that  the  condition  will  per 
sist.  Said  most:  "I  can't  imagine  sup-l 
ply  and  demand  staying  out  of  sync| 
for  more  than  another  few  months. 

If  we  ignore  for  the  moment  whall 
these  investors  are  saying,  and  in[ 
stead  examine  what  they  are  actually! 
doing  with  their  money  in  the  mar  l 
ket,  something  fascinating  emerges! 
Both  categories  of  explanations  seeml 
to  be  indicating  that,  although  this! 
segment  of  the  investing  public  isl 
briefly  backing  away  from  the  oil| 
stocks,  they  have  every  intention 
returning  to  them  again  at  the  first| 
sign  of  renewed  interest,  say,  by  insti- 
tutions, in  the  group. 

However,  the  stocks  these  inves- 
tors have  been  buying  recently  tell  an! 
entirely  different  story,  one  that  be-  [ 
lies  their  words.  The  two  groups  theyl 
have  spent  the  bulk  of  their  money  onf 
in  the  last  ten  weeks  have  been  the 
steels  (U.S.  and  Bethlehem)  and  the 
chemicals  (Dow,  Union  Carbide,  Du  | 
Pont  and  especially  Monsanto). 

With  financial  behavior  generally,  if  | 
you  focus  too  closely  on  a  single  pur- 
chase, it's  easy  to  miss  the  point 
about  why  people  are  spending  their 
money  in  that  way  to  begin  with.  The 
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forest  matters  every 
flft'flj  the  trees.  There  is  a 
i  Wl  '  purchases  that  must  not  be  over- 
looked.  In  the  market  we  call  it  a 
mentality,  since  stock  selection  is  rare- 
ly random,  even  though  the  daily  vari- 
ation in  stock  prices  usually  is.  The 

[groups  chosen  are  an  expression  of  an 
individual's,  or  the  nation's,  outlook. 

Investors  who  choose  Dow  and  U.S. 
Steel,  after  having  been  enamored  of 
Mobil  and  Valero,  haven't  merely 
stepped  away  from  the  oil  stocks  for  a 
short  while.  They  have  unwittingly 
abandoned  them  for  something  else. 
Listen  to  their  comments  about  the 
recent  purchases  they've  made  and 
mypocf  you'll  see  how  far  they  have  come. 
Keep  in  mind  that  many  of  them 
raised  the  money  with  which  they 
bought  Gulf,  Texaco  and  Sohio  by sell- 
ing the  steel  and  chemical  issues  now 
catching  their  eye  once  more. 

"These  stocks  are  what  America  is 
all  about,"  said  one,  referring  to  the 
1,000  shares  each  of  Celanese  and  Al- 
lied Chemical  he'd  just  purchased, 
"and  it's  time  for  this  country  to  get 
back  to  basics."  Said  a  second:  "The 
companies  have  been  selling  at  a  dis- 
count (in  P/E  terms)  to  the  market, 
and  I  think  they'll  soon  sell  at  a  premi- 
um." Commented  a  third:  "I  was  high 
on  the  chemicals  group  in  1975-76 
and  then  dumped  them,  but  I'm  con- 
vinced these  companies  will  be  prime 
beneficiaries  of  Reagan  economic  pro- 
Sine  sup!  grams."  Said  a  fourth:  "I  can  see  Du 
Pont  and  the  others  having  several 
years  of  back-to-back  growth,  and  I 
want  to  get  in  before  it  happens." 

The  fact  that  they're  unwittingly 
weaning  themselves  away  from  their 
addiction  to  the  oil  stocks  doesn't 
mean  they  can't  return  to  it.  They 
could  just  as  easily  go  forward  as  back, 
since,  intellectually  at  least,  they've 
got  one  foot  in  each  camp,  and  are 
fully  committed  at  this  point  to  nei- 
ther. The  proportion  of  investors  who 
are  undecided  and  ambivalent  is  large 
enough  to  cause  some  highly  disori- 
enting rip  tides  and  roller  coastering 
in  the  upcoming  months. 

As  Dostoevski  made  abundantly 
clear  in  Crime  and  Punishment ,  you 
don't  need  two  armies  clashing  in  or- 
der to  have  a  civil  war.  It  can  happen 
in  the  mind  of  one  man. 

Old  Fyodor  would  have  made  one 
hell  of  a  stock  market  analyst. 

He'd  have  understood  why  we  cur- 
rently have  so  indecisive  a  market, 
one  that  jerks  strongly  in  an  up  direc- 
tion, then  yanks  with  equal  vigor 
straight  down,  yet  winds  up  largely  in 
the  same  place  it  started.  ■ 
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TAX  FREE  BONDS. 

Ask  the  man  who  owns  them. 


"I'm  an  expert  in  my  field.  But  I'd  be 
the  first  to  admit  I  don't  have  the  time 
or  training  to  best  manage  my  portfolio 
That's  why  I  count  on  the  investment 
specialists  at  MVS. 

"Obviously  I  realize  that,  being  in 
the  50%  tax  bracket,  I  would  have  to 
earn  20%  in  some  other  investment  to 
equal  the  10%  tax  frees  earn  for  me. 

"Certainly  I  appreciate  that  kind  of 
return.  I  like  the  opportunities  for 
growth  that  municipal  bonds  offer, 
but  most  of  all  I  like  the  security. 

"I  deal  with  MVS  because  their  onl 
business  is  tax  free  bonds.  And  with  tr! 
hundreds  of  millions  of  dollars  they  dc 
in  municipals,  I  know  I  can  count  on 
them  to  find  the  surest  way  to  achieve 
my  investment  goals. 

"The  specialists  at  MVS  give  me  the 
information  and  attention  I  deserve. 
It's  a  winning  investment  combination 
For  the  story  on  how  tax  free  bonds 
can  work  for  you,  talk  to  the  specialisi 
at  MVS.  It's  their 
business  to  know. 
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NAME   

ADDRESS 


A1ulti-l/est  Securities, Inc. 


CITY/STATE/ZIP 


MVS 

63  WALL  STREET 
NEW  YORK  10005 

212-425-0366 
800-221-5136 

Members.  NASD/SIPC 
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MONEY  MARKET  YIELDS 
WITH  ONLY  $1,000 

Money  market  funds  offer  substantial  advantages: 

D  Prompt  liquidity  by  telephone 

D  Free  checkwriting  over  $500 

D  No  early  withdrawal  penalty 

D  Free  exchange  with  other  Price  stock  and  bond  funds 

D  No  sales  charge 

Call  toll  free  1-800-638-5660.  In  Md.  1-800-492-1976. 
In  Balto.  547-2308. 


Rowe  Price  Prime  Reserve  Fund,  Inc. 

100  E.  Pratt  Street,  Baltimore,  Maryland  21202 


Name. 


Address- 
Citv  


State- 


Zip. 


For  more  complete  information,  including  management  fee  and  other  charges  and 
expenses,  obtain  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
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The  political  and  economic  weather  is 
changing  for  the  better,  but  there  will  be 
some  dangerous  squalls  first. 

CHOPPY  SEAS 
AHEAD 


By  Ashby  Bladen 


The  budget  de- 
bates in  Washington 
arc  making  it  clear 
that,  for  the  mo- 
ment at  least,  a  na- 
tional consensus  ex- 
ists in  favor  of  re- 

Mi  ducing  the  growth 
i  Hul  government  and 

|  flfc.  increasing  the  in- 
'  ^ — ™  centives  for  work- 
ing, saving  and  investing.  True,  there 
is  a  lot  of  political  infighting  over 
which  programs  will  be  cut  by  how 
much.  True,  there  is  much  wailing 
and  gnashing  of  teeth  by  the  social 
democrats  who  would  rather  be 
washed  out  to  sea  in  ideological  purity 
than  row  pragmatically  back  to  land 
while  there  is  still  time.  But  it  seems 
certain  that  the  new  Administration 
will  cut  substantially  the  rate  of 
growth  of  government  spending  and 
restore  incentives  for  productive  ef- 
forts in  the  private  sector. 

Thus  it  is  very  likely  that  we  are 
observing  a  fundamental  turn  in  the 
tide  that  has  been  running  for  the  last 
half  century — and  flooding  for  the  last 
20  years.  The  American  people  have 
finally  realized  that  economic  growth 
is  not  automatic.  Apparently  they 
have  decided  that  they  would  rather 
share  unequally  in  a  growing  pie  than 
squabble  about  fair  shares  of  a  static 
or  shrinking  one.  This  political  devel- 
opment leaves  me  feeling  consider- 
ably more  optimistic  about  the  long- 
run  prospects  for  the  U.S.  than  I  was 
even  a  few  months  ago.  And  the  Wall 
Street  enthusiasts  for  supply-side  eco- 
nomics point  out  that  the  conditions 
that  promote  rapid  growth  and  pros- 
perity also  should  be  very  good  for 
common  stock  prices. 

Surely  they  are  right,  in  the  long 

Ashby  Bladen  is  senior  rice  president-invest- 
ments for  the  Guardian  life  Insurance  Co.  of 
America,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


run.  But  saltwater  fishermen  and  in- 
shore boatmen  also  know  that  the 
turning  of  a  strong  tide  produces 
cross-rips  and  choppy  seas  before  the 
current  settles  down  in  the  new  direc- 
tion. Many  bits  of  flotsam  and  jetsam 
were  picked  up  and  carried  along  by 
the  tide  of  the  last  half  century.  These 
have  been  stranded  as  the  flow  slack- 
ened, and  now  present  serious  hazards 
to  navigation.  Let  me  start  with  two 
that  require  political  solutions.  Then  I 
will  conclude  by  restating  the  main 
problem  confronting  those  of  us  who 
must  pilot  our  business  and  personal 
craft  through  these  unsettled  waters. 

First,  Social  Security.  In  1936,  when 
the  Social  Security  Act  was  passed, 
the  conventional  wisdom  that  was 
also  embodied  in  J.M.  Keynes'  Gener- 
al Theory  was  that  saving  is  socially 
dangerous  because  businessmen  could 
not  be  trusted  to  invest  all  the  money 
that  people  might  want  to  save.  So  the 
Social  Security  system  was  set  up  as  a 
transfer  payments  scheme.  Except  for 
a  modest  checking-account  balance, 
the  system  generates  no  savings  at  all. 
Thus  no  provision  is  being  made  for 
the  future  retirement  benefits  of  the 
people  who  are  currently  paying  the 
taxes.  It  is  a  system  that  can  work 
only  as  long  as  the  benefits  are  modest 
or  the  number  of  working  people 
grows  at  least  as  fast  as  the  retirees  or 
inflation  pushes  wages  up  faster  than 
pensions. 

By  now  none  of  those  conditions 
exist,  and  the  system  faces  a  cash 
crisis  a  few  years  down  the  road.  It  is 
also  becoming  increasingly  clear  that 
its  long-run  viability  is  unknown,  and 
probably  unknowable.  The  retirement 
benefits  are  rising  more  rapidly  than 
earned  incomes  are  because  the  sys- 
tem is  over-indexed  for  inflation.  The 
tax  burden  has  already  become  oner- 
ous enough  to  contribute  to  the  flight 
into  subterranean  economy,  and  the 
population  is  growing  older.  Some- 
thing has  to  be  done  to  avert  a  cash 
crisis  in  the  short  run,  and  perhaps 
major  changes  are  required  to  prevent 
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a  total  breakdown  in  the  next  centur; 

Commingling  the  retirement  ai 
the  health  benefit  funds  would  be 
useful  bandage  during  the  next  fe 
years.  Postponing  the  payment  of  r 
tirement  benefits  for  a  few  years 
reflect  improving  life  expectancy,  ar 
ending  their  over-indexation  for  inf) 
tion,  would  also  help.  But  wheth 
these  adjustments  will  cure  the  lonj 
run  problem  is  anybody's  guess.  TH 
assumptions  are  so  tenuous,  and  th 
relevant  time  period  is  so  long,  tha 
there  is  much  scope  for  legitimate  di 
ferences  of  opinion.  Retired  peop! 
should  have  the  largest  incomes  feas 
ble;  but  how  high  can  payroll  taxes  g  (W|(,V 
before  all  the  workers  disappear  int] 
the  subterranean  economy?  A  simila 
problem  exists  with  state  unemplo> 
ment  compensation  funds. 

In  the  personal  and  business  sector 
the  fundamental  problem  is  that  2'  oup« 
years  of  well-meant  but  misguided  a 
tempts  to  stabilize  the  economy,  ti 
make  credit  readily  available  to  every 
one  and  to  bail  out  everybody  whos 
failure  was  likely  to  cause  unemploy 
ment  have  caused  businesses  and  iq 
dividuals  to  decide  that  being  in  deb 
during  an  inflation  is  profitable  rathe 
than  dangerous.  For  most  of  the  lasj 
15  years  the  American  people  havd 
been  off  on  a  borrowing  and  spending  jut 
spree.  This  spree  has  worsened  tfn 
inflation  that  was  originally  un 
leashed  by  the  government's  defici 
spending.  We  know  what  the  new  Ad 
ministration  intends  to  do  about  gov 
ernment  spending,  but  what  about  tht 
inflationary  debt  creation  in  the  pri 
vate  sector? 

I  have  praised  the  intellectual  vigoi 
and  consistency  that  President  Rea 
gan's  advisers  have  applied  to  the 
problems  of  economic  and  financia 
policymaking,  but  in  private-sectoi 
debt  it  is  not  clear  that  they  hav 
thought  things  through  with  suffi 
cient  rigor.  It  seems  they  intend  to 
pursue  a  gradualist  approach  to  reduc 
ing  inflationary  private-sector  bor 
rowing  and  spending.  But  gradualism 
has  not  worked  in  the  past.  It  won 
work  now.  What  is  needed  is  a  finan 
cial  crisis  that  inflicts  painful  losses 
on  imprudent  borrowers  and  lenders 
and  leaves  them  more  afraid  of  debt 
than  they  are  of  inflation.  My  impres 
sion  is  that  several  of  Reagan's  key 
advisers  know  that — although  they 
have  not  incorporated  it  into  their 
formal  projections — and  are  prepared 
to  Let  it  happen.  This  will  be  healthy 
for  the  long  run,  but  frightening  in  the 
short  run.  Therefore,  I  continue  to 
recommend  caution  and  liquidity 


ianv 


ar: 
!.- 


200 


FORBES,  APRIL  13,  1 


%vouid  be 
le  oe«  | 
'Went  of 
e*  years 
;ctancy, 
"nformi 
whett 

re 


%  and  tl 
1  long, ) 
itimate 
red  pe( 

Mies  to 
'H  taxes 
'Ppeaiin 


assectj 
is  that] 


FORBES 
STOCK  MARKET  COURSE 

Everything  you  need  to  know  about  investing, 
in  one  authoritative  manual. 
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here  is  a  well  known  stock  market 
leory  called  "the  greater  fool  theory'" 
says  if  an  investor  pays  too  high  a 
rice  for  a  stock,  a  greater  fool  will 
I  ways  come  along  and  give  the  first 
uyer  a  profit  by  paying  even  more, 
leedless  to  say,  it  does  not  always 
rork.  Yet  some  people  are  prepared  to 
ake  their  chances  with  this  theory, 
till  more  follow  it  unconsciously, 
his  announcement  about  the  new 
dition  of  Forbes  Stock  Market  Course 
•not  for  either  group.  However,  if 
ou  put  as  much  care  in  investing  in 
tocks  as  you  would  in  investing  in  a 
I  ouse,  or  another  substantial 
I  urchase,  this  is  a  message  for  you. 
ti  orbes  Stock  Market  Course  could 
jninimize  the  risk  of  losing  money  and  maximize  poten- 
ial  gains  so  that  both  time  and  the  modest  investment 
t/ould  be  repaid  over  and  over  again. 

I.  Are  you  missing  opportunities?  Why  hold  on  to  your 
tocks  while  the  market  goes  up  and  down,  when  you 
an  learn  to  sell  near  the  peak  and  buy  in  again  near  the 
ottom.  Learn  to  take  advantage  of  the  swings  and 
it  larvest  your  capital  gains. 

).  Why  pay  more  for  a  stock  than  you  need  to?  Learn  how 
o  give  your  broker  specific  orders  to  buy  at  the  price  you 
ant. 

i.  Are  "options"  too  difficult?  With  a  potential  for  huge 
;ains  and  a  limit  on  losses,  options  should  be  a  possible 
hoice  in  your  investment  strategy.  Learn  what  they  can 
o  for  you. 

These  are  but  three  of  the  topics  covered  in  Forbes 
Stock  Market  Course.  The  course  was  planned  by 
Forbes  to  fill  a  gap  revealed  by  readers'  letters  to 
Forbes  editors.  While  magazine  articles  dealt  with 
particular  companies  and  various  aspects  of  invest- 
ing, Forbes  readers  complained  of  a  lack  of  a  source  of 
basic  knowledge  and  a  comprehensive  survey. 

The  Forbes  Stock  Market  Course  is  just  this  inves- 
tor's "Bible."  It  is  based  on  the  experience  of  Wall 
Street  professionals.  Its  ideas  are  solid  and  sound. 
Many  investment  books  are  based  on  the  crackpot 
theories  of  their  authors.  This  Course  is  a  distillation 
from  the  successes  and  mistakes  of  experts.  It  comes 
with  the  stamp  of  approval  of  Forbes  editors  and  is 
recommended  by  many  brokers  to  their  customers  as 
the  one  reliable  guide  to  investing. 

15  sections  of  basic  investing  material. 

From  first  to  last,  Forbes  Stock  Market  Course  puts  the 
emphasis  on  tactics  and  knowledge  you  can  use,  not 
"blue-sky"  theory.  Everything  you  need  to  know  is 
explained  in  clear  everyday  language.  Organized  into  15 
sections,  it  moves  step  by  step  from  a  basic  explanation 
of  how  the  market  works  to  more  sophisticated  areas 
familiar  to  professionals,  but  usually  beyond  the  ken  of 
the  average  investor.  A  tab  index  is  provided  to  make  the 
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course  convenient  for  easy  and  repeated 
reference. The  332  pages  are  easily  removable 
section  by  section  from  the  ring  binders. 

Examine  the  Course  for  10  days. 
Free. 

Originally  conceived  as  a 
multi-volume  correspondence  course, 
Forbes  Stock  Market  Course  has 
been  refined  into  a  single  manual.  You  are 
invited  to  examine  the  newly  updated 
edition  to  satisfy  yourself  that  it  can  assist 
you  in  your  investment  decisions. 

To  receive  the  Course  for  a  10-day 
inspection  period,  fill  out  and  mail  the 
HP  coupon.  When  you  receive  the 

course,  see  for  yourself  how  it  can  help 
you  protect  your  money  and  make  it  grow,  how  it  can  help 
prevent  expensive  mistakes,  how  valuable  it  can  be  as  a 
standby  reference.  Only  then  need  you  send  a  check 
for  $57.50  plus  postage  and  handling.  If,  for  any 
reason,  you  are  not  satisfied,  return  it  and  owe  noth- 
ing. The  risk  is  ours  and  we  know  from  the  few 
manuals  returned  how  satisfied  most  buyers  are.  Before 
you  invest  another  dollar,  mail  the  coupon  right  away. 


Sturdy  ring  binder  and  tab  index 
Actual  size:  HV2"  x  10%" 
332  pages 

41  graphic  charts,  graphs 
and  tabulations 

Self  evaluating"Financial  Inventory  and 
Stock  Analysis  Guide" 
Fully  indexed 

Investors  kit  of  supplementary 
materials:  charting  materials, 
list  of  long-term  dividend  payers, 
the  Forbes  Wall  Chart  of  Business 
and  Securities  Trends,  glossary  of 
investment  terms  etc. 

Fill  out — Clip — Mail  Today 

FORBES  INC. 

60  Fifth  Avenue,  New  York,  NY  10011 

Please  send  me  the  15-lesson  Forbes  Stock  Market  Course 
for  10  days  free  examination.  After  10  days  I  will  remit 
$57.50  plus  postage  and  handling,  or  return  trie  course  and 
owe  nothing. 

Name  


Address 


_State_ 


_Zip_ 


City  

I  I  Check  here  if  you  enclosed  $57.50  to  save  postage  and 
—  handling  costs.  Same  10-day  refund  guarantee. 

IN.Y.C.  order  add  8%-and  other  N.Y.S.  4%  to  8%  as  required  by 


law.) 


Offer  valid  only  in  U.S.  and  Canada.  2009 


Trading  options — after  you've  paid  commis- 
sion costs — is  worse  than  a  zero-sum  game. 
So  why  go  up  against  professionals  like  Gary 
Gastineau  and  Al  Madansky? 

"Take  a 
cold  shower" 


By  William  Baldwin 


IN  THE  MYSTICAL  WORLD  of  Stock  Op- 
tions, magic  formulas  that  are  sup- 
posed to  guarantee  profits  come  and 
go  like  the  latest  merger  rumor.  But  the 
Options  Portfolio  Service  at  Kidder,  Pea- 
body  &  Co.  seems  to  have  found  a  recipe 
for  success:  Take  a  financial  analyst  with 
good  instincts,  team  him  up  with  a  clev- 
er mathematician  and  give  them  some 
money  and  a  computer  to  play  with.  Kid- 
der set  up  OPS  in  1975,  and  since  then  its 
accounts  have  posted  an  average  annual 
return  of  27.3%,  compared  with  11.4% 
for  the  Standard  &  Poor's  500.  Today 
OPS  has  $31  million  in  assets — not 
much  for  an  equity  fund,  but  huge  for  an 
options  portfolio. 

Gary  Gastineau,  the  analyst,  met  Al- 
bert Madansky,  the  numbers  whiz,  at  a 
broker's  office  in  1973.  Madansky,  a 
math  professor,  was  fascinated  by  op- 
tions when  he  heard  Ed  Thorp,  the  card- 
counter  who  beat  the  Las  Vegas  black- 
jack dealers,  talk  about  them  at  a  faculty 
meeting  in  1965.  Gastineau  got  the  bug 
in  1966,  when  he  made  a  quick 
$25,000— "dumb  luck,"  he  says— buying 
TWA  warrants  just  before  Howard 
Hughes  sold  his  controlling  interest  in 
the  company.  When  Madansky  met  Gas- 
tineau, they  decided  to  develop  their 
own  system  for  playing  the  fledgling  op- 
tions market. 

Gastineau  soon  quit  a  job  as  a  portfolio 
manager  for  S&P's  Intercapital  Corp.  and 
started  commuting  from  his  home  in 
Short  Hills,  N.J.  to  Madansky's  in  Great 
Neck,  N.Y.  to  work  on  a  mathematical 
model  of  options  pricing.  The  pair  built 
up  a  year  of  test  results,  mostly  dry  runs, 
before  they  convinced  Kidder  to  let  them 
try  it  out  for  real.  "It's  a  typical  start- 
in-your-garage-and-work-your-way-up 
thing,"  says  Madansky,  a  not-so-typical 
fellow  who  completed  work  for  his  Ph.D. 
at  the  age  of  22. 

The  two  complement  each  other.  "I've 
never  considered  myself  a  mathemati- 
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Options  strategist  Gastineau 

A  curve  that's  like  a  secret  formula. 

cian,"  says  Gastineau,  "and  you'd  be 
making  a  mistake  if  you  asked  Al  to 
manage  your  portfolio."  Madansky 
wrote  the  750-line  Fortran  program 
that  takes  computer  tapes  of  closing 
stock  prices  ever/  night  and  cranks  out 
option  values.  The  next  morning  Gasti- 
neau translates  those  numbers  into  port- 
folio strategies. 

Madansky,  46,  is  on  leave  from  the 
University  of  Chicago  to  help  the  gov- 
ernment of  Israel  with  a  census.  For  him 
the  Kidder,  Peabody  work  is  a  part-time 
business  sandwiched  in  between  teach- 
ing and  an  assortment  of  other  consult- 
ing jobs.  For  Gastineau,  40,  it's  a  full- 
time  job.  The  two  share,  by  indirect 
means,  in  a  percentage  of  the  brokerage 
commissions  Kidder  collects  on  their  ac- 
counts. And  Gastineau  figures  he's  al- 
ready making  more  than  he  ever  would 
have  if  he  had  stayed  at  Exxon,  which 
was  his  first  employer  after  he  got  out  of 


Harvard  Business  School  in  1964. 

"There  are  as  many  opportuni 
buy  underpriced,  or  sell  overprice 
tions  today  as  ever,"  he  says  confic 
Most  professional  traders  evalual 
tions  using  a  key  assumption:  ] 
chart  probabilities  for  future  stock 
on  a  ratio  scale — where  a  $100  pi 
the  same  distance  from  $50  as 
$200 — the  familiar  bell-shaped  cu: 
statistics  will  emerge.  This  fits  a  st 
cian's  yearning  for  mathematica 
gance  but  doesn't  fit  reality.  Mad 
and   Gastineau   concocted  their 
curve — a  jagged  experimental  one 
on  four  years  of  daily  stock  prices 
optionable  stocks.  It's  not  the  sc 
curve  a  purist  would  love,  but  they 
it  the  same  way  Coca-Cola  guart 
recipe.  It  works. 

On  a  recent  day  in  his  cramped 
Street  office,  Gastineau  was  busy  pifc 
in  orders  to  buy  Warner  Commt"1 
tions  warrants  at  11.  He  got  31,40 
fore  the  price  ran  up  to  11  3/4 
warrant  entitles  the  holder  to  buy  a 
of  Warner  at  55  anytime  in  the  nex 
years.  Although  the  stock  is  onj 
about  43,  the  warrants  could  be 
valuable;  if  its  price  climbs  by  1 
year,  for  example,  they  will  be  wort 
each  at  expiration. 

Options  evaluation  is  more  comp 
ed  than  this,  Gastineau  explains,  sii 
has  to  take  into  account  projected 
dends  and  price  volatility.  But  even 
conservative  estimates  for  these 
bers,  he  thinks  the  warrant  should 
been  going  for  at  least  15.  Gastineau 
very  bullish  about  Warner,  so  he's  1 
ing  each  warrant  with  a  short  positi< 
May  40  calls.  He  agrees  to  sell  Warn 
40  to  the  call  buyer  anytime  bet1) 
now  and  May  16.  For  each  call  on 
shares  of  Warner,  Gastineau  collect 
option  premium  of  $400.  He  prot 
will  continue  to  write  calls  againsi 
warrant  holding,  waiting  patiently 
the  warrant  price  to  come  into  line 
its  underlying  value.  Then  he'll  close 
both  sides  of  the  transaction,  hopi 
make  more  on  the  profitable  leg  tha 
loses  on  the  other  side. 

This  is  pure  arbitrage.  Most  of  G 
neau's  accounts,  however,  have  ol 
one-sided  positions,  so  that  they  a 
balance  bullish.  He  calculates  that 
are  equivalent  in  risk  to  a  portfolio 
invested  in  common  stocks.  "Usuall 
buy  a  stock  because  we  like  the 
pany,  and  then  we're  looking  at  the 
tion  to  see  the  most  efficient  wa 
taking  a  position." 

One  day  last  April,  for  example,  ( 
tineau  decided  that  IBM  was  a  good 
at  54  7/8.  He  bought  three  times  as  m 
shares  as  he  wanted  and  sold  some 
against  the  position.  The  computer 
him  that  this  roundabout  transac 
was  equivalent  in  risk  to  buying 
smaller  number  of  IBM  shares.  It 
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i     j  hat  the  options  involved  were  over- 
,,  i.  On  balance,  the  deal  was  about 
ime  as  buying  IBM  at  a  bargain  52. 
"  gravy  was  in  the  calls,  why  not  sell 
and  forget  the  stock?  Because,  says 
neau,  such  a  naked  transaction 
have  thrown  too  much  risk  into 
counts. 

..  stineau  takes  risk  equivalency  very 
lsly.  Consider  the  theory  that  writ- 
ills  against  an  existing  portfolio  will 
ice  the  return.  Investors  seem  to 
they  can  sit  back  and  collect  the 
n  premiums  as  extra  income,  suffer- 
july  occasional  lost  profits  as  stocks 
it  t|]C  J.rise  handsomely  are  called  away 
but thevF  tnem-  An  appealing  notion  to  the 
,  says  Gastineau,  but  folly  for  some- 
vho  has  no  systematic  method  for 
lating  volatilities  and  knowing 
options  are  overpriced.  In  fact, 
ng  random  calls  will  depress  the  re- 
over  a  sufficiently  long  period,  for 
imple  reason  that  writing  the  calls 
;es  the  risk  in  the  portfolio.  Reduced 
joes  hand  in  hand  with  reduced  re- 
.  Why?  "If  it  didn't,  nobody  would 
I  risks." 

vered  writing,  however,  is  just  one 
ire  strategy  touted  by  options  deal- 
Another  is  the  butterfly  spread, 
h  is  supposed  to  lock  in  a  profit  if  a 
;  price  stays  within  a  certain  range, 
wo  calls  at  40,  for  example,  buy  one 
,  and  one  at  45.  Result:  a  wash  if  the 
c  price  at  expiration  is  above  45  or 
■v  35,  and  a  profit  if  it  falls  in  be- 
n.  "Call  it  an  alligator  spread,"  says 
ineau.  "Transaction  costs  will  eat 
alive." 

there  are  no  strategies  that  always 
there  are  some  that  are  preordained 
3.  One,  for  almost  any  individual 
stor,  is  selling  stock  short.  The  prob- 
here  is  the  tradition — illogical  but 
profitable  for  the  broker — that  the 
er  keeps  the  interest  earned  on  the 
eeds  of  the  short  sale.  That's  one 
m  why  it's  hard  for  individuals  to 
pete  in  the  game  of  merger  arbitrage, 
h  involves  short-selling.  But  there  is 
y  out,  if  the  stock  you're  bearish  on 
listed  options.  In  that  case,  says 
ineau,  buy  a  put  and  sell  a  call.  This 
uivalent  to  a  short  sale — except  that 
is  no  built-in  loss  of  interest.  Pro- 
s  from  the  call  will  reduce  the  cost  of 
out.  Still,  of  course,  you'll  get  burned 
le  stock  takes  off:  Writing  a  call 
ges  you  to  sell  at  a  fixed  price. 
~spite  the  risks,  Gastineau  does  not 
:  the  options  game  off  as  hopeless 
le  amateur.  Anyone  can  have  a  spe- 
understanding  of  a  company  or  of  an 
istry,  and  that  is  a  legitimate  reason 
nvesting  in  options,  he  says.  But  he 
is  potential  investors  against  gim- 
cs.  "Anytime  you  come  up  with  a 
tegy  that  on  a  risk-adjusted  basis  will 
ys  make  money,  take  a  cold  show- 
he  concludes.  ■ 
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Statistical  Spotlight 


Is  the  Prudential  offer  for  Bache  the  shape  of 
things  to  come?  Or  is  it  just  a  fluke? 


Up  for  grabs? 


By  Steve  Rich  en 


T he  Prudential  Insurance  Co.'s 
recent  offer  to  acquire  The  Bache 
Group  for  $375  million  in  cash  set 
off  immediate  speculation  over  possible 
buyouts  of  other  publicly  traded  broker- 
age companies.  During  the  week  of  the 
Prudential  announcement,  "acquisition 
fever"  helped  most  brokerage  stocks  gain 
a  point  or  two.  Some  did  better:  E.F.  Hut- 
ton  gained  3>Vi  and  Paine  Webber,  3'/a . 

But  it's  highly  unlikely  that  the  Pru's 
Bache  bid  will  trigger  a  rash  of  broker- 
age house  takeovers.  "Bache  is  unique 
because  it  was  shopping  for  a  white 
knight  to  protect  them  from  the  Belz- 
bergs,"  says  Frank  De  Santo,  an  analyst 
with  The  Value  Line  Investment  Survey.  "I 
don't  see  the  management  of  E.F.  Hutton 
or  Paine  Webber,  for  example,  looking  to 
sell  their  companies.  These  brokerage 
houses  are  the  products  of  long-estab- 
lished partnerships,  and  insiders  still 
control  a  large  chunk  of  most  of  them" 
(see  table,  p.  204).  At  some  brokerage 


houses,  there  is  also  a  significant  outside 
interest.  For  example,  S.A.  Financiere  de 
Cre'dit  Suisse  et  de  First  Boston  holds 
about  38%  of  First  Boston  and  ESfA  Insur- 
ance holds  about  22%  of  Paine  Webber. 

The  reason  brokerage  stocks  tend  to 
sell  at  multiples  lower  than  the  market  is 
because  of  their  traditional  volatility. 
Once  they  get  enough  sales  volume  to  get 
them  past  their  fixed  costs,  it's  all  gravy 
from  there.  But  when  market  volume 
dries  up,  the  two-edged  sword  of  leverage 
can  cut  their  profit  picture  to  ribbons. 
That  is  why  companies  such  as  E.F.  Hut- 
ton  and  Shearson  Loeb  Rhoades  are  di- 
versifying into  other  areas. 

Will  other  insurance  companies,  oil 
companies  or  conglomerates  be  tempted 
by  the  relatively  low  net  worths  of  most 
of  the  brokerage  stocks?  De  Santo  doubts 
it.  "The  securities  business  is  risky,  a 
business  of  which  outside  companies 
have  little  knowledge.  Besides,  most  of 
the  companies  are  already  selling  well 
above  book  value  and  are  on  the  high 
side  of  their  recent  price  ranges." 
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Pru  Chairman  Beck  (seated,  left)  and  Bache  Chairman  Jacobs  (seated,  right)  talk  merger 
Will  the  Bache  takeover  start  a  trend? 
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Brokerage  stocks 


The  Prudential  offer  for  Bache  may  not  signal  a 
stampede  to  acquire  other  brokerage  houses,  but 
this  industry  could  do  beautifully  if  the  market 
bulls  lead  a  stampede  of  a  more  broad-based  kind. 
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Company1 

(net  worth  in  millions) 


Book 
value 

Recent  per 
price  share 


Latest  12-month 
earnings 


total 
(mil) 


per 
share 


Price/ 
earnings 
ratio 


Indicated 
dividend 


Indicated 
yield 


% 

contrt 
insid 


The  Bache  Group2 

($154.0) 
Donaldson,  Lufkin  &  Jenrette 

($59.7) 
AG  Edwards  &  Sons 
($55.9) 
(o)  First  Boston 

($127.2) 


31'/.  3 

25 
29  Vi 


$15.20 
6.85 
8.75 
28.05 


$36.5 
8.8 
21.9 
33.6 


$3.62 
0.97 
3.42 
6.79 


8.6 
9.4 
7.3 
4.3 


$0.60 
0.16 
0.95 
2.25 


1.9%  4 

1.8  IS 

3.8  5(j 

7.6 


EFHutton  32'/2           17.57  82.6  6.16           5.3            0.80  2.5 
($173.9) 

Merrill  Lynch  36'/2           24.90  203.3  5.51            6.6             1.12  3.1 
($784.2) 

Paine  Webber  21%           10.60  d3.7  dl.28              d            0.44  2.0 
($115.8) 

Shearson  Loeb  Rhoades  3514           12.73  85.7  6.32           5.6            0.48  1.4 
($144.2) 

Dean  Witter  Reynolds  Organization  235/s           19.82  47.1  4.64           5.1             0  80  3.4 

($194.5) 


23§e!e's 

a 

52 
30 
65 


'All  companies  listed  on  the  New  York  Stock  Exchange  except  those  labeled  (o)  over-the-counter  market.  2  Prudential  Insurance  Co.  of  America  made  acquisition  offen 
$32  a  share,    d:  deficit. 


In  a  turnaround  situation,  a  tax-loss  carry- 
forward can  turn  out  to  be  as  valuable  as  a 
peek  at  tomorrows  stock  prices. 


Statistical  Spotlighi 


From  the  ashes 


By  Steve  Kichen  and 
Jonathan  Greenberg 


Ever  since  the  old  Penn  Central 
Transportation  Co.  was  restruc- 
tured iii  1978,  a  single  paper  asset 
has  proven  more  valuable  to  the  com- 
pany's success  than  all  the  old  tracks, 
locomotives  and  equipment  put  togeth- 
er. The  asset:  tax-loss  carryforwards. 

A  tax-loss  carryforward  is  a  tax  deduc- 
tion resulting  from  losses  that  shelter  net 
income  from  taxes  for  up  to  seven  years. 
It  is  also  possible  to  write  losses  back- 
wards against  net  income  for  the  pre- 
vious three  years  (a  so-called  carryback). 
One  thing  Penn  Central  Transporta- 
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tion  had  plenty  of  was  losses — enough  to 
allow  $282  million  in  net  income  to  go 
untaxed  in  the  past  three  years,  plus  an- 
other $600  million  deduction  applicable 
to  earnings  over  the  next  five  years. 
"This  helped  Penn  Central  get  back  on 
its  feet  and  literally  build  a  new  corpora- 
tion," commented  Penn  Central  spokes- 
man Bill  Cunitz.  "We  have  not  paid  any 
federal  income  taxes  since  our  reorgani- 
zation in  October  1978." 

Penn  Central  Corp.  has  moved  out  of 
the  railroad  business  completely.  It  is 
now  a  diversified  company  involved  in 
energy,  electronics,  real  estate  and  recre- 
ation. The  tax-loss  carryforwards  have 
facilitated  Penn  Central's  use  of  income 


to  acquire  other  companies. 

An  investor  who  gambled  on  the 
talizing  power  of  those  tax-loss  carl 
wards  back  in  1978  and  purchased  s 
in  the  new  Penn  Central  would 
realized  a  profit  of  over  150%. 

Of  course,  a  tax-loss  carryforwar 
carryback,  is  useful  only  if  a  com 
has  profits  to  shelter.  There's  a  ch 
that  Chrysler's  $2  billion  carryfor 
could  add  about  $1  billion  in  addit 
income  to  the  bottom  line  in  the  yes 
come.  But  to  take  advantage  of  thi 
portunity,  Chrysler  will  have  to  engi 
a  miraculous  recovery. 

Tax-loss  carryforwards  have  play 
large  role  in  the  recent  trend  amonj 
lines  to  lease,  rather  than  buy, 
planes.  Although  the  Investment 
Credit  (ITC)  given  to  airlines  to  enc 
age  equipment  purchases  has  the  s 
time  limit  as  tax-loss  carryforwards 
IRS  stipulates  that  a  company  mus 
its  loss  carryforwards  before  it  can 
ITC.  With  carryforwards  mounting 
companies  like  Pan  Am  ($130  mill 
American  ($106  million)  and  Eas 
($75  million),  the  airlines  have  to 
until  better  times  before  they  can 
advantage  of  the  investment  tax  cr 
Analyst  Eva  Davis  Holman,  of  Dor 
son,  Lufkin  &  fenrette,  explains 
leasing  allows  the  airlines  to  pass  oh 
tax  benefits  to  the  lessor  in  order  to  $ 
break  on  rates. 
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hough  Holman  agrees  that  carryfor- 
>  are  potentially  advantageous,  she 
5  that  investors  should  approach 
anies  that  have  them  with  caution. 

sort  of  suspicious  of  using  a  loss 
forward  as  an  excuse  to  buy,"  she 
"You  have  to  realize  why  they  have 
things  to  begin  with  " 
rtainly  the  list  below  is  heavily 
ited  toward  the  speculative  side, 
al  firms  are  in  Chapter  1 1  and  a  few 
recently  been  reorganized.  Others, 
ias  Chrysler  and  Great  Atlantic  &. 
ic  Tea  Co.,  are  struggling  against 
Ijult  odds. 


Of  course,  bankruptcy  doesn't  neces- 
sarily mean  the  death  of  an  organization. 
But  there  is  usually  the  danger  of  signifi- 
cant dilution  of  existing  stock.  For  exam- 
ple, when  the  old  Penn  Central  Transpor- 
tation Co.  was  restructured,  25  shares  of 
stock  were  exchanged  for  1  share  of  the 
new  Penn  Central.  The  proposed  Food 
Fair  reorganization  plan  involves  the  is- 
suing of  2.2  million  additional  common 
shares,  preferred  that  can  be  converted 
into  4.4  million  common  shares,  as  well 
as  other  classes  of  preferred  stock. 

Still,  there  can  also  be  a  positive  side  to 
heavy  losses.  After  losing  $92  million  in 


1979,  Singer  has  doubled  in  price.  And  it 
still  has  a  $55  million  tax  loss,  which  it 
can  offset  against  future  income.  Tele- 
prompter  ran  into  some  difficulties  in 
the  mid-Seventies  and  still  carries  an  $1 1 
million  tax-loss  carryforward.  Westing- 
house  made  a  $38-per-share  cash  offer  for 
Teleprompter,  which  is  expected  to  go 
through.  In  1975,  after  losing  over  $38 
million  in  the  previous  two  years,  Tele- 
prompter  sold  for  as  little  as  $1.50  a 
share.  Had  you  taken  a  chance  then  and 
waited  to  sell  your  shares  to  Westing- 
house  you  would  have  more  than  a 
2,400%  gain  on  your  investment. 


Tax  umbrellas 


[ere's  a  list  of  companies  with  the  earnings  leverage  of 
irge  tax-loss  carryforwards.  Each  lost  a  minimum  of  $25 
lillion  in  at  least  one  of  the  last  seven  years.  Of  course 


while  tax-loss  carryforwards  can  be  a  real  shot  in  the  arm, 
they're  only  valuable  if  the  company  has  income  to  offset 
against  the  tax-loss  carryforward. 


Tax-loss 
carryforward 


Company'/pnncipal  business 


total 
(mil) 


per 
share 


Revenues 
latest 
fiscal 

year  (mil) 


Latest  12-month 


earnings 
total  per 


(mil) 


share 


Price/  Book 
Recent      earnings     value  per 
price  ratio  share 


Allied  SupermarketsVgrocery  stores  $  41.2  $  7.90  $  534.8  $    3.2  $  0.61  2%  3.5  d 

American  Airlines/airline  106.0  3.69  3,821.0  dl25.2  d4.78  14%  d  $23.75 

American  Motors/auto  72.0  1.38  2,552.6  dl97.5  d6.00  4%  d  9.253 

RL  Burns/coal,  oil  and  gas  36.3  2.27  1049  8.2  0.54  7%  13.2  0.50 

CI  Mortgage  Group/real  estate  investment  tr  33.6  6.98  11.6  2.9  0.61  7SA  12.7  9.42 


Cenco/health  care  services  15.9  1.58  143.9  6.4  0.61  10%  17.4  4.85 

Chicago  Milwaukee/diversified  holding  co  173.0  70.55  111.1  2.1  0.87  39%  45.5  d 

Chrysler/auto  2,000.0  29.86  9,225.3  dl, 709.7  d26.00  6%  d  nil4 

Commonwealth  Oil  RefiningVoil  refining  .    20.8  1.39  1,313.2  dl.7  dO  22  2%  d  7.003 

Eastern  Air  Lines/airline  75.04  3.03  3,450.0  d42.1  dl.97  9%  d  16.103 


Fedders/climate  control  systems  70.0  6.31  137.9  d29.0  d2.79  7Va  d  d 

First  Pennsylvania/banking  150.04  9.50  755.7  dl64.1  dl0.47  4%  d  11.98 

Food  Fair2'5/grocery  stores  121.0  16.44  1,124.1  17.6  2.38  4%  1.7  d 

Genesco/apparel  29.1  2.31  834.7  4.2  0.08  7  NM  d 

Great  Atlantic  &  Pacific  Tea/grocery  stores  116.0  3.10  6,684.2  d49.9  dl.74  5%  d  10.853 


torwai 


Grolier/publishing 

Intl  Harvester/agricultural  equip 

Itel2/leasing 

Jonathan  Logan/apparel 

Leucadia  National/finance 


41.8 
165.8 
275.0 
4.2 

10.0 


3.94 
5.21 
23.02 
0.81 
3.29 


312.7 
6,311.8 
223.8 
438.7 
25.6 


9.3 
d271.5 
d63.44 
6.6 
d2.8 


0.84 
d8.86 
d5.30* 

1.28 
d0.83 


2% 
18% 
% 
9% 
6% 


3.1 
d 
d 

7.4 
d 


d 

53.30 
d 

25.653 
8.20 


LTV/integrated  steel  200.0  4.77  8,010.0  127.9  3.95  22%  5.8  21. 003 

MCI  Communications/telecommunications  2.6  0.08  144.3  14.8  0.12  13%  NM  0.403 

McLouth  Steel/integrated  steel  48.7  8.93  614.0  d55.0  dl0.22  7%  d  22.653 

Memorex/computer  equipment  16.0  2.21  768.7  d29.0  d4.42  13%  d  19.253 

National  Tea/grocery  stores  12.0  1.20  1,219.3  8.7  0.87  5%  6.0  8.453 


K  plij 
am : 
buy 


S  the 

y  mui 

II  u 


The  Outlet  Co/broadcasting 

Pan  American/airline 

Penn  Central  Corp/multicompany 

Pier  1  Imports/retail 

Republic  Airlines/airline 


1.04 
130.04 
600.0 
43.0 
46.9 


0.39 
1.83 
25.91 
8.27 
2.24 


313.1 
3,550.4 
2,013.7 
117.2 
916.7 


d33.3 
80.3 
93.6 
d2.8 

d24.7 


dl3.53 
1.13 
2.72 
dO.  5  7 
dl.  19 


33% 
4% 

45% 
3% 
67s 


d 
4.3 
16.8 
d 
d 


d 

8.303 
50.70 
2.05 
5.253 


Omdr 

ve 
f  car.  j 
tax  J 


Sambo's/restaurants  22.0  1.71  490.1  dl  1.6  d0.90 

F&M  Schaeffer6/brewing  38.0  20.42  183.5  0.6  0.14 

Seatrain  Lines2/ocean  transport  35.7  2.47  1,257.5  d219.6  dl5.16 

Singer  Co/sewing  machines,- electronics  55.0  3.32  2,786.6  38.1  1.92 

TeleprompterVcable  TV  11.0  0.65  203.6  23.2  1.36 

Todd  Shipyards/shipbuilding  9.6  2.25  507.4  14.3  3.08 


5% 
7 

% 
16% 
34% 
26 


d 

50.0 
d 

8.4 
25.1 

8.4 


1.753 
d 
d 

13.303 
6.0O3 
28.08 


UNC  Resources/uranium  mines  12.8  1.22  267.3  d32.0  d2.99 

Uniteu  Merchants  &  Mfrs/textiles  and  apparel  158.0  26.63  622.0  d28.0  d4.72 

Western  Air  Lines/airline  15.5  1.19  995.7  d29.6  d2.46 

Wheeling-Pittsburgh  Steel/integrated  steel  4.0  1.03  1,054.1  14.7  2.85 

White  MotorVmanufactures  trucks  10.4  1.11  1,211.0  d56.6  d6.17 

Wyly/computer  services  20.0  1.72  117.8  19.5  1.54 


13% 
5% 

10% 

29% 
3% 

11% 


d 
d 
d 

10.2 
d 

7.7 


14.37 
9.63 
12.603 
87.503 
NA 
3.25 


11  companies  listed  on  the  New  York  Stock  Exchange  except  those  labeled  (m)  Midwest  Stock  Exchange,  (o)  over-the-counter  market,  (p)  Pacific  Stock  Exchange,  (0 
iladelphia  Stock  Exchange.  'Company  filed  for  reorganization  under  Chapter  11.  ^Estimate  from  Tlx  Value  Line  Investment  Survey  'Estimate,  Shareholders 
proved  reorganization  into  a  holding  company:  Pantry  Pride.  *Stroh  Brewer)'  made  acquisition  offer  @  $7.40/share.  7Westinghouse  made  acquisition  offer  @ 
8/share    d:  deficit,    neg:  negative,    nil:  negligible.    NA:  not  available.    NM:  not  meaningful 
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Canned  tuna,  cereals,  cheeses. . . .  Investors 
are  checking  their  shopping  lists,  and  here's  a 
guide  to  the  best  buys  around. 


Food  for  thought 


The  Streetwalker 


By  New  comb  Still  we  11 


R 


Alston  Purina  has  been  a  regular 
on  the  most  active  list  lately.  Kel- 
logg seems  to  hit  a  new  high  every 
other  day.  Stock  maven  Warren  Buffett 
bought  a  big  piece  of  General  Foods.  Cash- 
rich  Brascan  Ltd.  has  a  position  in  Quaker 
Oats,  maybe  others.  Takeover  rumors 
swirl.  If  you  didn't  know  any  better,  you'd 
think  these  were  Denver  pennies,  instead 
of  staid  blue-chip  food  stocks.  How  best  to 
get  a  piece  of  the  action? 

For  starters,  don't  worry  that  you're 
too  late.  Traditionally,  food  stock  earn- 
ings multiples  match  the  overall  market. 
Today,  companies  like  General  Foods 
and  Heinz  trade  at  7  and  8  times  earn- 
ings in  a  9-multiple  market,-  others  are 
laggards,  too.  There's  still  time. 

Second,  consider  carefully  some  food 
stock  facts  and  fallacies: 

•  Fact  No.  1:  Food  stocks  go  up  when 
interest  rates  fall,  and  vice  versa.  This  has 
been  particularly  true  over  the  past  five 
years,  but  nobody  really  knows  why. 
John  Maxwell  of  Lehman  Brothers,  who 
has  tracked  the  relationship,  thinks  it's 
because  food  companies  attract  conser- 
vative investors,  people  who  find  dou- 
ble-digit government  paper  hard  to  pass 
up.  It  may  also  relate  to  expectations  of 
stable  prices:  Money  coming  out  of  in- 
flation hedges  like  energy  stocks  has  to 
go  somewhere.  At  any  rate,  don't  buy 
General  Mills  if  you  find  yourself  agree- 
ing with  Henry  Kaufman. 

•  Fact  No.  2:  Food  stocks  go  up  when 
commodity  prices  go  down,  and  vice  versa. 
This  happens  all  the  time,  but  it 
doesn't  make  sense:  Industry  earnings 
don't  follow  the  same  pattern.  That's 
partly  because  food  companies  account 
for  commodity  prices  on  an  average 
cost  basis,  which  minimizes  the  impact 
on  profits.  Also,  ever  since  Richard 
Nixon  imposed  price  controls  after  a 
big  commodity  boom,  the  industry  has 
been  quick  to  maintain  margins  by 
raising  prices — and  constant  margins 
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on  higher  prices  and  stable  vc 
mean  bigger  profits.  When  comm 
prices  go  down  and  stay  down, 
companies  boost  advertising  to 
market   share.   Nobody   likes  tc 
prices.  So  don't  worry  about  food  1 
try  earnings  when  the  CBS  Ev 
News  runs  scare  stories  about  cor} 
wheat  crops  this  spring.  Worry 
stock  prices,  though.  Says  Lee  Ta\j 
Oppenheimer:  "It's  just  psychology 
psychology  moves  the  market." 
are  still  a  lot  of  greater  fools. 

•  Fallacy  No.  1:  Generics  are  AjofcEv 
national  food  brands.  A  recent  Bu, 
Week  article  notwithstanding, 
Nielsen  Co.  sales  analyses  indicate 
in  fact,  no-brand  products  are  k 
house  labels.  The  market  share  of 
erics  and  house  labels  combined 
remained  remarkably  constant  fo 
years  at  just  over  25%,  while  the  g 
ics'  share  of  that  25%  has  risen  sh 
in  the  past  two  years.  Says  Wi 
Knobler  of  Sanford  C.  Bernstein:  "  La 
time  you  see  a  concept  on  the  co\  ^ 
a  major  business  magazine,  you  c; 
sure  it's  wrong."  Cynic. 

•  Fallacy  No.  2:  Food  industry  ear. 
hold  up  when  the  economy  is  sluggis 
cause  people  have  got  to  eat.  Not 
companies.  People  eat  different  t 
when  times  are  good  than  they  do 
times  are  bad.  Says  Lehman's  Max 
"You  have  to  analyze  the  group 
portfolio,  and  shift  preferences  dej 
ing  on  your  economic  outlook.  Lo 
convenience  items:  down  in  units. 

So,  freed  from  all  misconception 
armed  with  an  economic  outlook, 
should  the  smart  investor  buy?  A 
ways,  there  are  almost  as  many  ans 
as  analysts.  Maxwell,  for  example 
consumers  squeezed  by  inflation 
trading  down  on  purchases.  That  ir 
eating  more  cereal,  baking  more 
scratch.  It  doesn't  mean  switchir 
generics  or  cheaper  brands:  "House 
day  are  built  with  kitchens  practica 
the  living  room;  your  friends  car 
what  you're  serving.  If  you  give  then 
Overshoe  whiskey,  they'll  think, 
guy  must  really  be  on  the  skids.'  " 

With  that  in  mind,  he  favors  Ge 
Mills  and  Kellogg  on  the  cereal  play 
Quaker  Oats  on  cereal  and  flour,  as 
as  its  new  management  and  a  toy  su 
iary  that  produces  over  25%  of  earn 
"We've  got  a  baby  boom  here  for  se 
years,"  he  says,  "most  of  them  first! 
which  means  more  toys.  Quaker 
real  lock  on  preschoolers." 

Tawes  of  Oppenheimer  shares 
well's  views  on  inflation  and  sees 
companies  profiting  from  John  Q 
lie's  pain.  Heinz,  he  thinks,  shoul 
well  on  increased  demand  for  its 
and  "57  varieties,"  as  should  CPC  Ii 
national,  which  makes  things  like 
mann's  mayonnaise  and  Skippy  pe 
butter.  He  also  likes  Dart  &. 
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e,  and  Hershey  Foods  because  of 
ling  cocoa  costs.   Tawes  prefers 
er  to  the  other  cereal  companies 
tse  it's  cheaper:  "If  you  start  with  a 
you've  got  to  make  money." 
vrence  Adelman  and  John  Weiss, 
Witter  Reynold's  food  team,  have  a 
1  :ly  different  perspective.  "The  rea- 
g,"  says  Weiss,  "has  nothing  to  do 
the  fact  that  these  are  food  compa- 
They  like  Pillsbury,  for  example, 
tse  of  the  strength  of  its  Burger  King 
teak  and  Ale  restaurant  chains;  so, 
(ob  Evans  Farms  for  its  restaurants 
>roprietary  fresh  pork  sausage  for- 
Dart  &  Kraft  is  attractive  because 
rrt's  Tupperware  and  Duracell  bat- 
; — and  the  bet  that  Reagan  won't 
milk  price  supports  soon,  which 
stabilize  raw  material  costs  for 
e.  Their  fifth  pick,  Pioneer  Hi-Bred, 
ven  a  food  company;  it  sells  hybrid 
|  the  best  in  the  field,  they  think, 
nstein's  Knobler  is  also  sweet  on 
mry  and  Heinz.  But,  as  a  contrarian, 
so  has  a  few  picks  of  his  own.  Pros- 
for  Ralston  Purina,  he  thinks,  are 
living  now  that  the  dogfight  for 
et  share  in  pet  foods  is  easing  and 
entrants  are  raising  prices.  Pros- 
for  its  stockholders  are  better  too, 
that  a  recent  stock  rise  seems  to 
cleared  institutional  selling  pres- 
"There's  a  tendency  to  sell  when 
;et  even,"  explains  Knobler.  He  also 
ts  on  rising  sugar  prices  to  help 
1  lard  Brands;  its  corn  syrup  business 
every  time  sugar  gets  cheap. 
Inclusions?  Lots  of  stock  and  not 
1  consensus — though  Quaker  is  high 
lany  lists.  But  everybody  agrees  on 
il  hing:  The  industry  is  full  of  solid,  if 
y  spectacular,  companies,  and  their 
s  are  cheap.  In  these  perilous  times, 
™5  itors  could  do  far  worse. 
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Is  Wiggley  wobbly? 

iractic|k  say  Wall  Street  has  discovered 
oil  and  gas  than  the  Seven  Sisters, 
that  in  mind,  take  a  hard  look  at 
iry's  big  Tomcat  No.  1  strike  in  the 
arko  basin  outside  Eakley,  Okla. 
p  ng  at  a  depth  of  15,335  feet,  where 
is  aren't  controlled,  the  wildcat  well 
led  gas  at  a  rate  of  almost  100  mil- 
■      :ubic  feet  a  day  and  inflated  its  own- 
tock  prices. 

e  big  winner,  with  a  19%  stake  in 
discovery,   was   Washington  Gas 
Co. — Wiggley  to  its  followers,  after 
•icker  symbol  WGL.  Shares  in  the 
-based  utility  jumped  from  22  to  34 
lay  the  news  went  out.  They  now 
just  shy  of  40,  even  though  the  well 
wn  while  a  blowout  is  repaired, 
at  runup  is  remarkable  in  light  of 
incertainty  that  surrounds  the  Tom- 
vell.  The  big  problem  is  that  nobody 
s  how  much  gas  has  been  tapped — 
of  all  Wiggley,  which  steadfastly 


refuses  to  make  reserve  estimates.  C.W. 
Culpepper  of  Ports  of  Call  Co.,  the  well 
operator,  claims  that  his  mud  logger  indi- 
cated 200  feet  of  "pay,"  on  14  drilling 
"breaks"  of  between  8  feet  and  50  feet 
each.  By  rule  of  thumb,  then,  the  well 
could  yield  as  much  as  200  billion  cubic 
feet  of  gas.  "That'd  be  on  the  high  side," 
he  admits.  Mud  loggers  have  a  hard  time 
telling  gas  from  water. 

Investors,  however,  are  quick  to  be- 
come instant  experts  in  the  subterra- 
nean. A  17-point  jump  in  Wiggley's  mar- 
ket value,  says  John  Olson,  an  analyst  at 
Rotan  Mosle,  translates  into  a  stock  mar- 
ket valuation  of  a  19%  interest  in  about 
170  billion  cubic  feet  of  gas.  Even  so 
enthusiastic  a  Wiggley  fan  as  Barry  Sah- 
gal  of  Bache  is  loath  to  expect  reserves  of 
more  than  100  billion  cubic  feet  in  the 
640-acre  Tomcat  section. 

Still,  including  the  Tomcat  section, 
Wiggley  has  a  roughly  10%  interest  in 
the  26  sections  of  the  Anadarko  basin. 
With  partners  it  is  punching  six  new 
holes  in  the  area.  Those  wells  might  hit. 
If  each  section  averages,  say,  50  billion 
cubic  feet  of  gas,  that  means  total  Ana- 
darko reserves  of  some  1,300  billion  cu- 
bic feet,  and  another  40-odd  points  for 
Wiggley  to  run.  But  then  again,  they 
might  not  hit.  "And  as  you  drill  deep  to 
get  at  that  uncontrolled  gas,"  says  Olson, 
"costs  don't  rise  geometrically,  they  rise 
exponentially." 

Then  there  is  Wiggley's  distribution 
business  in  Maryland,  Virginia  and  the 
District.  Customers  see  the  potential  of 
Tomcat,  too.  Says  Brian  J.H.  Lederer, 
city-paid  People's  Counsel  of  the  District 
of  Columbia:  "The  drilling  subsidiary's 
capital  hasn't  been  broken  out  in  rate 
hearings,  so  there's  been  cross-subsidiza- 
tion between  it  and  the  utility  oper- 
ation." Thus,  rate  payers  expect  big  prof- 
its to  give  them  lower  utility  bills.  Legal- 
ly, they  can't  get  much  because  Wiggley 
has  carefully  kept  drilling  expenditures 
out  of  the  rate  base.  But  any  dollar  they 
do  get  comes  out  of  utility  earnings. 

Add  it  all  up,  and  Wiggley,  yielding 
6.7%  at  11  times  earnings,  looks  awfully 
risky.  A  40-point  potential  upside  is  en- 
ticing. Still,  if  you  bought  in  before  the 
strike,  you've  already  just  about  doubled 
your  money,  and  a  bit  of  bad  news  from 
Oklahoma  could  evaporate  that  gain  fast. 
Greed  has  bankrupted  more  investors 
than  bad  advice  ever  did.  Profit  taking, 
anyone? — Newcomb  Stillwell 

Xerox  under  siege 

Pick  up  a  stock  price  table  for 
Xerox  and  you  would  think  someone 
has  been  toying  with  one  of  the  com- 
pany's copiers.  With  a  few  temporary 
exceptions,  its  shares  have  traded  in 
the  narrow  range  between  50  and  60 
for  the  past  five  years.  Since  then, 
however,  profits  have  nearly  doubled — 


reducing  the  erstwhile  Nifty  Fifty 
growth  pick  to  a  middle-of-the-road 
price/earnings  multiple. 

Xerox,  of  course,  is  still  an  institution- 
al favorite.  Professional  investors  hold 
nearly  two-thirds  of  its  shares,  and  those 
higher  earnings  now  produce  dividends 
that  make  for  a  yield  of  nearly  6%.  With 
technology  stocks  now  on  everyone's 
shopping  list,  does  that  make  the  $8  bil- 
lion-a-year  leader  of  the  office  copier  in- 
dustry a  buy? 

Some  of  Wall  Street's  sharpest  analysts, 
such  as  Morgan  Stanley's  Ulric  Weil,  think 
not,  and  they  agree  about  what  is  blurring 
Xerox'  prospects.  For  years  the  Connecti- 
cut-based company  grandly  ignored  the 
tide  of  Japanese  competitors  selling  low- 
priced  copiers,  because  of  its  dominance  of 
the  market  for  more  expensive  machines. 
Then,  starting  in  1978  with  its  2600  mod- 
el, Xerox  aggressively  moved  into  the 
small-copier  business.  As  a  result,  its  mar- 
gins have  slipped  from  31%  to  26%. 
"Xerox  is  buying  market  share  in  small 
machines,"  says  Weil.  "The  company  has 
made  a  strategic  decision  to  forgo  profits 
to  protect  its  presence  in  a  very  important 
business  segment." 

Things  could  slip  even  further  in  the 
future,  say  analysts,  for  several  reasons: 
IBM  has  just  entered  the  desk-top-copier 
business  with  a  unit  made  by  Japan's 
Minolta  Camera  Co.,  and  that  could 
make  competition  in  that  area  even 
fiercer.  But  the  ultimate  threat  to  Xerox 
is  at  the  high-priced  end  of  the  market. 
Competitors  like  Canon,  Ricoh,  Sharp 
and  Toshiba  are  likely  to  introduce  new, 
larger  models  so  they  can  "grow"  their 
current  customers  into  more  expensive 
machines.  Such  big-ticket  copiers,  how- 
ever, now  provide  most  of  Xerox'  earn- 
ings— and  it  has  a  healthy  70%  of  that 
business. 

American  ingenuity  may  ultimately 
prevail.  But  for  the  moment,  the  ana- 
lysts say,  the  costs  of  fighting  this  battle 
will  probably  hold  Xerox'  annual  profit 
increases  to  around  10%  for  the  foresee- 
able future.  That's  certainly  not  bad,  but 
10%  is  not  the  kind  of  earnings  growth 
that  analysts  get  excited  about  these 
days. — Nick  Galluccio 
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more  things  change.  .  . ."  Items 
from  past  issues  of  Forbes 


y  years  ago  in  Forbes 

favorite  argument  used  by  those 
picture  government  ownership  as 
anacea  for  all  the  ills  of  the  world  is 
governments  can  borrow  money  so 
much  more  cheaply  than  corpora- 
or  anybody  else.  Governments  can 
w  at  somewhat  lower  rates  so  long 
ey  stick  to  strictly  governmental 
ions.  But  when  they  start  to  run 
■ads,  mines  or  other  business  enter- 

and  have  to  borrow  very  heavily, 
they  soon  find  out  that  they  have 
living  in  a  fool's  paradise,  and  that 
must  pay  stiff  rates  for  capital  just 
ame  as  everybody  else." 


sponsible  private  business  interests 
guarantee  to  the  Government  ade- 
E  return  on  the  total  completed  in- 
nent  at  Muscle  Shoals,  then  Secre- 
of  War  Weeks  will  recommend  the 
)letion  and  development  of  the 
X  As  any  such  return  on  this  invest- 
at  war  costs  is  seemingly  impossi- 
the  abandonment  of  the  project  is 
f." 

cations  are  everywhere  manifest 

Henry  Ford]  that  the  bottom  of  the 
less  depression  has  been  reached 
passed,  and  the  trend  of  industry  is 
definitely  upward.  With  the  Ford 
)r  Co.  conditions  are  exceptionally 
ful.  We  have  enjoyed  a  tremendous 
up  in  business.  We  have  orders  for 
)0  cars  for  March  delivery  and  we 
nearly  90,000  more  for  April.  That 
is  that  nearly  every  car  and  bit  of 
hed  stock  on  hand  when  the  depres- 
set  in  has  been  sold.  The  time  is  not 
when  we  will  begin  full  operation 
oduce  new  cars  and  new  parts  to 
care  of  the  host  of  orders  that  come 
jig  in." 


:y  years  ago 

ijiticians  who  gaily  voted  $250  mil- 
Ifor  the  relief  of  farmers  through  the 
I  ral  Farm  Board  counted  upon  curry- 
i  favor  with  their  constitutents.  .  .  . 
Sjbad  of  gratitude,  farmers  express  in- 
ation.  Wheat  has  fallen  to  the  lowest 
;s  of  the  century.  Governmental 
fcting  of  cotton  has  resulted  in  the 
Id  using  less  American  cotton  and 
je  foreign-grown  cotton  for  the  first 
!:    in    history  .  .  .  without  bringing 
lilt  a  satisfactory  price  for  the  home- 
wn  staple.  Agricultural  prices  as  a 
|le  have  tumbled  in  twelve  months 
,  far  more  than  the  average  for  other 
modities,  with  grain  alone  down 


32% .  And  now  comes  the 
announcement  that  the 
Farm  Board  will  not  even 
make  an  attempt  to  bol- 
ster up  next  season's 
wheat  crop." 

In  one  way  President 
Herbert  Hoover  was  be- 
fore his  time:  In  June 
1929,  early  in  his  adminis- 
tration, he  signed  the  Ag- 
ricultural Marketing  Act 
under  which  was  set  up 
the  Federal  Farm  Board — 
the  first  of  the  U.S.'  fre- 
quent, costly  and  usually 
futile  efforts  to  support 
farm  prices  above  what 
farmers  saw  as  ruinously 
low  levels.  Prices  were  so 
low  largely  because  U.S. 
agriculture,  profitable  and 
expanding  for  generations 
before  World  War  I  and 
down  to  1920,  thereafter 
faced  shrinking  markets  (as  war-torn  na- 
tions recovered)  and  growing  world  com- 
petition while  saddled  with  rising  costs 
and  war-bloated  capitalization. 

The  deceptively  simple  theory  behind 
the  Federal  Farm  Board  was  that  it  could 
maintain  an  "orderly"  market  by  buying 
and  storing  surplus  crops  in  a  year  of  glut 
and  selling  in  a  year  of  famine.  The  main 
flaws  in  the  theory  are  two:  Any  price 
considered  "reasonable"  by  producers  is 
almost  always  high  enough  to  encourage 
self-defeating  new  production,-  and  sec- 
ond, any  major  crop  market  is  shaped  by 
forces  far  more  complex  than  a  simple 
oscillation  between  fat  and  lean  years. 
The  members  of  the  original  Farm  Board 
recognized  those  truths  by  halting  its 
buying  programs  in  1 93 1  and  going  out  of 
existence  in  1933,  after  spending — or  los- 
ing— over  $180  million  of  the  Board's 
original  $500  million  kitty. 

But  many  years  and  billions  of  dollars 
later,  those  lessons  are  still  being  learned 
in  commodity  "stabilization"  operations 
around  the  world.  (For  an  example,  see 
"Into  the  grinder,"  Forbes,  Feb.  2.) 

"Last  year  more  than  15,000  miles  of 
pipe  lines  to  carry  natural  gas  from  dis- 
tant wells  to  the  nation's  great  industrial 
centers  were  constructed  at  a  cost  of 
approximately  $400  million.  This  year 
the  expenditures  for  new  lines  may  run 
close  to  $800  million,  proving  a  great 
boon  to  the  manufacturers  of  compres- 
sors, welding  units,  pumps,  dirthandling 
machines,  power  shovels,  trucks  and 
tractors.  Here  is  one  line  of  activity  that 
is  doing  more  than  almost  anything  else 
to  soften  the  evil  effects  of  our  present 
period  of  industrial  depression.  Natural 
gas  is  produced  in  commercial  quantities 


A  tart  1931  view  of  the  first  U.S.  farm  price  support  effort 

in  24  states.  The  most  important  sources 
of  supply  are  the  Panhandle  field  in  Tex- 
as and  the  Monroe  field  in  Louisiana. 
Most  of  our  natural  gas  has  come  as  a 
result  of  drilling  for  oil,  but  now  that  it 
appears  possible  to  carry  gas  economical- 
ly to  great  manufacturing  centers  hun- 
dreds of  miles  away,  more  attention  is 
being  paid  to  tapping  the  underground 
reservoirs." 

aHHUHIIMMHHHHMMMnMl 

Ttoenty-five  years  ago 

"There  seems  to  be  little  general  aware- 
ness of  the  fact  that  we  are  in  a  period  of 
virtually  full  employment  in  this  coun- 
try. This  fact  of  full  employment,  of 
course,  is  a  prime  prop  to  prosperity.  It 
also  provides  a  "problem"  from  the  point 
of  view  of  the  inflation  pressures  gener- 
ated— but  what  a  wonderful  one  con- 
trasted with  those  that  result  from  any 
appreciable  degree  of  unemployment! 
For  the  past  many,  many  months,  unem- 
ployment .  .  .  has  averaged  about  4%  of 
the  total  civilian  labor  force.  As  a  practi- 
cal matter,  this  is  the  equivalent  of  full 
employment,  even  according  to  the  liber- 
al senator  from  Illinois,  Paul  Douglas,  an 
expert  in  employment  statistics." 

"Crystal-bailers  who  predicted  a  leveling 
off  or  decline  in  construction  activity 
this  year  are  eating  crow  because  of  first- 
quarter  statistics  on  contract  awards. 
Overall  awards  are  running  21%  higher 
in  dollar  figures  than  in  the  first  period  of 
1955.  The  biggest  gains  are  being  ham- 
mered out  by  commercial  and  manufac- 
turing projects,  although  home-building 
contracts  are  also  running  a  comfortable 
11%  ahead  of  last  year." 
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Forbes 


REAL  ESTATE 


LAND 
INVESTMENTS 
FROM 
Sotheby's 
SOUTHEAST 

FLORIDA 

An  outstanding  2200-acre  ranch 
property,  minutes  from  Tampa  in 
one  of  the  state's  fastest  growing 
regions.  Fine  irrigated  pastureland, 
hardwood  and  pine  acreage  and 
bearing  orange  grove.  51/2  mi.  road 
frontage.  Tremendous  potential 
worth. 

Brochure  #F3  3-36  $6,630,000 
VIRGINIA 

Unprecedented  in  size,  a  4300- 
acre  versatile  farm  in  Virginia's 
historic  Tidewater  region.  80  miles 
from  Washington,  D.C.,  excellent 
frontage,  superb  views,  profitable 
croplands,  outstanding  develop- 
ment potential. 

Brochure  #FB  2-30  $6,750,000 
TENNESSEE 

516  acres,  located  midway  between 
Chattanooga  and  Knoxville,  an 
area  highly  favored  for  corporate 
development.  Excellent  transpor- 
tation; dependable  labor,  natural 
resource  and  electric  power  sup- 
plies. Outstanding  investment  po- 
tential. 

Brochure  #FB  24-01  $2,000,000 
(2  parcels) 

GEORGIA 

442  acres  of  peaceful  fields  and 
pine  forests  on  Lake  Hartwell,  the 
South's  finest  unspoiled  recrea- 
tional water.  Superb  potential  for 
large-scale  tesort  and  residential 
development  two  hours  from  At- 
lanta. 

Brochure  #FB  27-01  $1,500,000 
MARYLAND 

Fabulous  sporting  estate  on  Mary- 
land's Eastern  Shore.  480  acres; 
unmatched  hunting,  sailing  and 
fishing.  Elegant,  meticulously  re- 
stored 20-room  Georgian  manor, 
stables,  pool,  boathouse  and  skeet 
range;  two  hours  from  Washing- 
ton, DC. 

Brochure  #FB  17-08  $3,000,000 
Please  contact  us  for  brochures 
and  further  information. 

Sotheby's 

INTERNATIONAL 
REALTY 

155  Worth  Avenue,  Palm  Beach, 
Florida  33480,  tel.  305/659-3555 
41  Culpeoer  Street,  Warrenton, 
Virginia  22186,  tel.  703/347-7577 
2903  M  Street,  N.W.,  Washinrjion, 
D.C.  20007,  tel.  202/298-8405 


BOOKS/PERIODICALS 


UNCOMMON 
ODYSSEY! 

INCREDIBLE  TRAVELS 
OF  AN  EXECUTIVE 
WHO  DARED 
TO  ESCAPE! 

For  Complimentary  iaaue.  Write: 

ATW1EW  PRESS*  14  New  England  Road 
Maplewood,  N.J.  07040 
4^*^ 4*^^ t*^^ ftffL  ff^'t.  C'^'t 


Classified/Apn 


il  13,  1981 


REAL  ESTATE 


REAL  ESTATE 


The 

Myrtle  Beach 
Resort 

Oceanfront  Condominiums 

$8,000  Down 

90%  Financing 
$79,900 
Two  Bedrooms 
Fully  Furnished 
Lovely  Natural  Setting 
Wide  Oceanfront  Balcony 
Located  in  South  Myrtle  Beach,  S  C. 
Reminiscent  of  Hilton  Head  Island 

Call  toll  free  1-800-845-0871 

(In  S  C  call  1-800-922-0841) 


Treehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 

For  Price  &  Construction 
Package  Information  Send  $4  00  To. 


opsider  Homes 


P.O.  Box  849  F 
Yadkinvi lie.  N  C  27055 
919-679-6846 


MOUNTAIN  RANCH 

Beautiful  8500-acre  deeded  ranch. 
Will  run  500  animal  units.  Numerous 
creeks  &  springs.  Excellent  fishing  & 
hunting  (elk,  deer  &  bear)  on  the 
ranch.  Adjacent  to  the  National  For- 
est. Good  improvements  with  easy  ac- 
cess via  paved  hiway.  Priced  to  sell 
with  good  terms.  Write  or  call  for  our 
color  brochure. 

HALL  AND  HALL  INC. 

(Exclusive  Agents  for  the  Sellers) 
Box  1924 
Billings,  Montana  59103 
(406)  252-2155 


FREE  CATALOG 

Big  .  .  .  Free  SUMMER  1981  Catalog 
describes  and  pictures  more  than  2.80(1 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  Citv,  MO.  64112 


INDUSTRIAL  REAL  ESTATE 

INDUSTRIAL/COMMERCIAL 

1.1,300  Ac.  Investment  Property 
Ideal  S.D.  location  for  research  com- 
plex, corporate  site,  resort  complex; 
2  miles  S  of  Rapid  City,  S.D.  15  min- 
utes to  Jet  Port.  $500/Acre.  Owner: 

NORRIS  COMPANY 

P.O.  Box  1088    Ocala,  FL  32678 
904/622-7151 


REAL  ESTATE  WANTED 


HARD  TO  SELL 
DISTRESSED 
AND  OTHER 
REAL  ESTATE 
ACCEPTED  BY 

RELIGIOUS 
CORPORATION. 
WILL  STRUCTURE 
CONTRIBUTION 
OF  REAL  ESTATE 

TO  MEET 
NEED  OF  DONOR 

(516)  751-6644 


LOG  HOMES 


SHEER  RIVER  TRADING  CO.  -i 


MANUFACTURERS 
OF  QUALITY 
LOG  HOMES 


Send  25C  lor  our  Brochure 
BOSTON  CORNERS  ROAD 
MILLERTON,  NEW  YORK  12546 
518-789-331 1 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  213-795-5558 
SOUTHLAND  UNIVERSITY 
Dept.  21B       69  N.  Catalina 
Pasadena,  CA  91106 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $5.95:  three  for  $17 
Binders:  $7.50;  three  for  $21.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


COMPUTERS 


MAKYMAC  INDUSTRIES,  IN 

Radio /had 


AUTHORIZED  SALES  CENTE 
1-10  KATY  FWY.  AT  MASON  RD. 


10% 


15%  DISCOUNT 
OR  MORE 


... 

IS  IB 

rati 

h 

rl 


ON  ALL  NEW  RADIO  SHACK  8  TRS 
MODEL  II  and  III  COMPUTERS 

64K  Model  II  1  disc.  53,509  10  Brand  Ne 
Canons  Delivered   Marymac  Industries  ow 
&  operates  the  Radio  ShackC  dealership 
Katy.  Texas  Warranties  will  be  honored  by 
company  owned  Radio  Shacks  stores  &  p 
ticipating  franchise  dealers  and  authori 
sales  centers    Save  State  Sales  Tax  Tex 
Residents  Add  Only  5%  Sates  Tax  Open  Mo 
Sat    10-7   We  pay  Ireight  and  insurance 
extra  charge  (or  Mastercard  or  Visa  Call 
tor  a  Reference  in  or  near  your  city  Reta 
ence  Farmers  State  Bank,  Brookshire.  TX 

Orders:  1-800-231-3680 
21969  Katy  Fwy., 
Katy  (Houston),  Texas  77450 
Questions  &  Inq .?  1-713-392-074 
6  1980,  Marymac  Industries,  Inc 
Ed  or  Joe  McManus 


tsti 
tin 
htai  ■ 


CAPITAL  WANTED 


DIMINISH  INSECTICIDE 
in  food  and  the  environment 


y. 


Insect  pests  can  be  controlled  or 
inated  using  their  insect  natural 
mies.   Success   in  40%    of  resea 
attempts.  Resulting  pest  control 
manent,  without  yearly  costs.  Ins 
ticides  replaced  by  a  method  bet 
cheaper,  and  non-polluting.  Great 
tential  for  further  progress.  Succe 
benefit  public  but  return  no  pre 
Research  hence  financed  by  phil 
thropy.  Competent  but  needy  resea 
institute  seeks  $3  million  capital 
laboratories  and  basic  costs.  Pie 
help  us.  Details  on  request. 

American  Entomological  Institute 
5950  Warren  Rd.,  Ann  Arbor.  Mic 
48105.  Phone  (313)  662-8476 


BUSINESS  CONNECTION 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A214  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


EXECUTIVE  SERVICES 


BINES 


■-■ 

itj» 

■V 

N 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPE! 
to  the  new  narrower  width — 
$5.25  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


Forbes: 
Capitalist  Tool 


ISINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES        BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


The  OPEC 


TRIES. 


oil  cartel  is  well-known  to  all 
hericans.  There  is  considerable 
scussion  currently  on  the  forma- 
>n  of  a  Metal  Cartel  worldwide, 
e  offer  a  very  exciting  metal  re- 
cling/reclamation  and  manufac- 
Hj|A  ring  license  involving  carbide 
ISQv  Jtals  and  related  items.  We  now 
.ve  nationwide  exposure  in  ma- 
"CENljj  r  trade  publications  in  the  in- 
^SON RD  e  stry  with  CONSIDERABLE 
tfA,,J  ;ELD  SUPPORT.  Virtually  com- 
u»NI|Hition-free  business.  We  now 
(jf  H  ive  over  35  Licensees  in  opera- 
*  jn. 

Investment  of  $137,500  is  se- 
red  mostly  by  machinery  and  a 
year  support  program.  We  will 
>nsider  partial  financing. 
We  desire  only  reasonable  busi- 
es men  as  Licensees.  Our  eval- 
ition  of  your  background  is 
lorough  and  complete. 

Call  Mr.  Faircloth 
Metals  Technologies  Int'i 
1-800-525-0651 


^MPUTEfls 


LOOKING  FOR 

SUCCESSFUL 
BUSINESS 
in  WEST  or  MIDWEST? 
We  have  over  500 
value  priced!!! 
Contact: 
AFFILIATED 
BUSINESS  CONSULTANTS 
Box  6358,  Dept.  B 
™*  Colorado  Springs,  CO  80934 
t      1-800-227-1617  Ext.  408 
In  California,  call 
1-800-772-3545,  Ext.  408 
No  commissions  to  us  involved 


TIflDi 
iionmi 


natural 
of  rests 
control 
costs.  Ii 


MAIL  ORDER  OPPORTUNITY 


I  Great 
&  Slid 
I  IK)  | 

J,'     art  a  profitable  home  business  in 
™S  nerica's  fastest  growing  industry 
p"i   growing  50%  faster  than  general  retail, 
iationally  known  authority  will  teach 
>u.  No  previous  experience;  no  product 
I  tain  divestment  required.  Work  full  or  part 
"  V;  Tie.  Write  for  free  book  about  mail  order 
ln'l,  i jportunities,  xase  histories,  plus  com- 
ete  details.  No  obligation. 

Mail  Order  Associates 
Dept.  733,  Montvale.  NJ  07645 





Enhance  Marketing 

P  O  Box  |  Bniiham  City,  Ulah  84J02 

Dynamic  new  marketing  com- 
pany founded  by  past  Pres.  of 
Shaklee  Corp.  Looking  for  Ex- 
perienced Sales  leaders — to 
establish  sponsorship  lines. 

Call  (801)  734-9701 


IISCELLANEOUS  FOR  SALE 


If' 


GENUINE  GEMSTONESAND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
DLL  FREE  SERVICE  1-800-626-8352 


POSITIONS  AVAILABLE 


RESEARCHER/ ANALYST  — 
EQUITIES 

Investment  advisor-publisher 
(NYC)  adding  to  staff  seeks  in- 
depth  coverage  of  listed  equities 
(generalist). 

Send  resume,  stating  salary  re- 
quirements, to  Box  212  Forbes, 
60  Fifth  Ave.,  New  York,  NY 
10011. 


LOOKING  FOR  NEW  PRODUCTS  TO 
EXPAND  YOUR  BUSINESS? 


General  Electric  $  "New  Producl/New  Business  Digest"  describes  over  500  products 
—  and  processes  that  are  available  tor  acquisition  or  licensing  to  use  or  manufacture 
and  market  yourself 

Items,  large  and  small,  range  from  new  inventions  and  R&D  spinoffs  to  fully 
developed  and  tooled-up  products  from  a  variety  of  sources:  universities,  RAD  firms. 
Government  agencies,  entrepreneurs  and  major  companies.  You  may  find  the  one 
product  you  need  to  start  your  own  business  or  add  to  your  product  line 

The  Digest  began  12  years  ago  as  an  outlet  for  GE  items  only  Appropriate  items 
are  searched  out  from  all  sources 

the  illustrated  Btt  X 11  Inch  "New  Product/New  Business  Digest"  contains  67  pages 
and  includes  over  500  items  with  complete  names  and  addresses  for  your  direct 
follow-up  contact  the  1981  Annual  Edition  is  only  $45  00/copy  ($60  00/copy  overseas) 
Only  prepaid  orders  are  accepted    N  Y  State  residents  add  sales  tax 

General  Electric  Company  •  Business  Growth  Services 
120  Erie  Blvd.,  Room  1555  •  Schenectady,  N  Y.  12305  USA 

GENERAL  0  ELECTRIC 

~   U  S  A  ~ 


Curb  Inflation  -  Proven  Industry 
MINI  -  WAREHOUSES 

SELF  SERVICE  STORAGE 
Investment  -  Rapid  Returns 
TAX  ADVANTAGES 
#7  manufacturer  of  steel 
self-storage  building  systems 
offers  full  assistance  in 
project  planning. 

(800)  356-5824 
Profit  from  our  experience. 

BUILDING  SYSTEMS 

702  N.  DICKINSON  ST 
MADISON,  Wl  53703 


RECOMBINANT  DNA 
GENETIC  ENGINEERING 
EQUITY  PARTICIPATION 

US  pharmaceutical  company 
seeking  equity  investment  in 
Genetic  Engineering  Recom- 
binant DNA  Division.  This  is 
an  area  of  R&D  with  vast  po- 
tential for  commercial  prod- 
ucts. Company  actively  seek- 
ing equity  participation  in  its 

R  &D  program.  Inquire 
Box  16073,  Tampa  FL  33612 


FRANCHISES 
AVAILABLE 


ARBY'S  INC. 

America's  Largest  Roast  Beef  Chain 
Franchises  in  select  multiple  & 

single  store  areas  available. 
Call  Ted  Smith  in  Atlanta  GA. 
(404)  262-2729 


Petrogram  Services  offers  a  new  Con- 
cept in  filing  for  oil  &  gas  leases. $15 
per  filing  period  brings  you  instruc- 
tions, materials  8,  geological  recom- 
mendations. For  free  brochure  contact: 
Petrogram  Services,  2300  Candelaria 
Albuquerque,  NM  87107 
(505)  884-2844 


f  — "HOME  IMPORT"" 1 
|      MAILORDER  BUSINESS 

I  Big  earnings  in  profitable  spare/ 
I  full  time  project.  Deal  direct 
I  with  overseas  suppliers.  Newest 
I  products  at  fraction  U.S.  cost. 
I  Up  to  500%  profit.  No  product 
I  investment.  Famous  world 
I  trader  starts  you. 
■  Write:  Meilinger,  Dept.  M1594 
^ WoodNan a  HM Is,^  9 ^367 _ 


1-800-327-6970 

Facts  About  U.S. 
Oil/Gas  Lease  Program: 

►  FRC  special  offer  of  $15 
filing  per  family  to  introduce 
you  to  this  program 

»  Over  $3,200,000  worth  of 
leases  awarded  to  FRC  clients 
in  past  120  days. 

»  Oil  prices  doubled 
since  1977 

►  100%  Tax  Deductible 
Complimentary  Brochure 


FRC,  6  Beacon  St..  Boston,  MA  02108 
(61 7]  367-2959 


FREE  MONEY 
REPORT 

5,000  unique  money  sources  for  new 
or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-4,  1145  Reservoir  Avenue,  Cran- 
ston, Rhode  Island  02920. 


HOW  TO  MAKE  A 
KILLING  IN  YOUR  OWN 
SMALL  BUSINESS 

SPECIAL  80-PAGE  REPORT  OUT- 
LINES THE  HOTTEST  BUSINESS 
OPPORTUNITIES  FOR  1981!  SEND 
FOR  FREE  COPY  TO 

ENTREPRENEUR  MAG. 

2311  Pontius  Ave.,  Suite  E620 
Los  Angeles,  Calif.  90064 


BE  A  TAX  CONSULTANT 


Income  unlimited  in  growing  tax  preparation 
field.  Students  are  earning  lucrative  fees  in 
dignified  full  or  part  time  business  preparing 
income  tax  returns  during  busy  season  Many 
also  operate  orofitable  Business  Tax  Services 
with  steady  monthly  fees  No  bookkeeping 
experience  necessary  We  train  you  at  home 
and  help  you  start.  Accredited  National  Home 
Study  Council  Approved  for  Vet  training. 
Write  for  FREE  literature  No  salesman  will 
call 

NATIONAL  TAX  TRAINING  SCHOOL 
Monsey,  88DN,  N.Y.  1C952 


EXECUTIVE  SEARCH  FIRM 

A  rare  opportunity  to  learn  the 
secrets  of  the  personnel  search 
business.  Be  a  national  affiliate, 
not  a  franchise,  it's  your  business. 
Immediate  earnings,  our  support 
assures  success.  Requires  $5,000. 
James  Mosteller,  Achievers,  Inc., 
3298  W.  Market,  Akron,  OH  44313 


FREE 

Catalog 


24  page  color  catalog  of  new  and 
traditional  neckwear  meticulously 
tailored  from  imported  silks  and 
polyesters  Our  silk  ties  at  $13.50 
usually  retail  at  $18.50  to  $22  50 
and  we  show  you  what's  on  the 
inside,  where  it  counts  Just  send 
for  the  only  catalog  of  it's  kind  in 
the  world  FREE. 

OST  CRAVATS,  Inc.  Dept  B2 
502  W  Lantana  Rd  ,  Lantana,  FL  33462 


CORPORATE  TIES 

YOUR  CORPORATE  LOGO  ON  TIES 
Prestigious  and  elegant  May  we  design 
one  tor  you  150  Minimum, 


America's 
LOWEST 


WE  WILL  BEAT  ANY  PRICE  AT  ANY  TIME 

Apple  II  +  48K  1  099.95 

3.095.95  &  up 
269.95 
189.95 
2.495.00 
199.95 


Apple  III  Computers 
Hewlett  Packard  HP-41CV 
Hewlett-Packard  HP41C 
Hewlett  Packard  HP-85  . 
Texas  Instruments  TI-59 
Texas  Instruments  99/4  Compute  469.96 


Mattel  Intellivision  2609  .  .  239.95 
Mattel  Horse  Race  Analyser  .  .  9495 
Sony  Walkman  TPS  L2  .   .   .   .  169.95 

Atari  800, 16K   759.95 

Olympic  Sales  Company  •  216  So.  Oxford  Ave. 
Los  Angeles.  CA  90004  •  Telex  67  34  77 
TOLL  FREE  (800)  421  8045  louts.de  Cal.ll 

In  21 3  Area  Code  (213)  7394130 
In  Calif  800  252  2153  Request  our  Catalog 


THE  TOUGHEST  PVC  INFLATABLES  A  new  serie 
of  heavyweight  canoe 
— _  and  dinghies  $100 -$22C 

H  AXv   An  pack  smal 

"'**'  '  """^fcb-  A"  las 

'  )  ' 


Send 
lor  FREE 
color  brochu 


Sea  Eagle  DepI  F04.SI  James  NY  11780  •  516  724-890( 

INVESTMENTS 

FREE  RARE 
PROOF  NICKEC 

&  FREE  COIN  BROCHURE 

Maple  Leafs  •  Krugerrands 
Morgan  Silver  $'s 
US  Silver  and  Gold  Coins 
No  sales  tax  forshipments  out  of  NJ 

i%kk  1-800-526-0471 

or  write 
ART  &  COIN 
ENTERPRISES,  INC. 

50  N.  Virginia Ct  EnglewoodCliffsNJ07632 

Name   .  

Address 

City  

Day  Ph_ 


_ State. 


-Zip. 


.Nite  Ph. 


Phone  Numbers  must  be 
included  to  be  processed. 
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Some  taxpayers  close  their 
eyes,  some  stop  their  ears, 
some  shut  their  mouths,  but 
all  pay  through  the  nose. 
Evan  Esar 


The  Lord  forbid  that  I  should 
be  out  of  debt,  as  if  indeed 
I  could  not  be  trusted. 
FRANqois  Rabelais 


Riches  are  for  spending. 
Francis  Bacon 


Economy  is  the  art  of  making 
the  most  of  life.  The  love  of 
economy  is  the  root  of  all  virtue. 
George  Bernard  Shaw 


You  cannot  bring  about  prosperity 
by  discouraging  thrift. 
Edward  Everett  Hale 


If  you  put  by  little  by  little, 
and  do  so  often,  it  will 
quickly  become  much. 
Hesiod 


Men  do  not  realize  how  great 
a  revenue  economy  is. 
Cicero 


Money  is  a  handmaiden,  if 
thou  knowest  how  to  use  it; 
a  mistress  if  thou  knowest  not. 
Horace 


Wealth  is  not  acquired,  as  many 
persons  suppose,  by  fortunate 
speculations  and  splendid 
enterprises,  but  the  daily 
practice  of  industry,  frugality 
and  economy.  He  who  relies 
upon  these  means  will  rarely 
be  found  destitute,  and  he 
who  relies  upon  any  other,  will 
generally  become  bankrupt. 
Francis  Wayland 


The  engine  which  drives 
enterprise  is  not  thrift 
but  profit. 

John  Maynard  Keynes 


Thoughts 

on  the  Business  of  I  jfe 


The  spendthrift  is  never  happy, 
never  satisfied.  The  man  who 
has  saved  nothing  can  seldom 
seize  business  opportunities. 
Many  a  fortune  has  been  made 
by  the  ability  to  seize  an 
opportunity  when  it  presented 
itself,  an  opportunity  that 
called  for  the  prompt  furnishing 
of  a  certain  sum  of  money. 
B.C.  Forbes 


Money  is  always  on  the  brain 
so  long  as  there  is  a  brain 
in  reasonable  order. 
Samuel  Butler 


Opportunity  is  rare,  and  a  wise 
man  will  never  let  it  go  by  him. 
Bayard  Taylor 


If  money  is  your  hope  for 
independence  you  will 
never  have  it.  The  only 
real  security  that  a  man 
can  have  in  this  world  is 
a  reserve  of  knowledge, 
experience  and  ability. 
Henry  Ford 


No  man's  credit  is  as 
good  as  his  money. 
E.W.  Howe 


Fortune  knocks  at  every  man's 
door  once  in  a  lifetime,  but  in  a 
good  many  cases  the  man  is  in 
a  neighboring  saloon  and 
does  not  hear  her. 
Mark  Twain 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


We  are  compelled  to  admire 
the  efficiency  of  the  governmen 
in  assessing  and  collecting  taxes 
William  Feather 


I  have  discovered  the 
philosopher's  stone,  that  turns 
everything  into  gold:  It  is, 
"Pay  as  you  go." 
John  Randolph 


Never  invest  your  money 
in  anything  that  eats 
or  needs  repainting. 
Billy  Rose 


Unhappy  is  the  man  who  is 
not  so  much  dissatisfied  with 
what  he  has  as  with  what 
the  other  fellow  possesses. 
Chauncey  M.  Depew 


A  Text . . . 

He  that  trusteth  in 
his  riches  shall  fall: 
but  the  righteous  shall 
flourish  as  a  branch. 
Proverbs  11:18 


Sent  in  by  Mrs.  Harold  Gaudes,  Manch 
ter,  N.H.  What's  your  favorite  text?  1 
Forbes  Scrapbook  ot  Thoughts  on  the  Bi 
ness  of  Life  is  presented  to  senders 
texts  used. 


Thrift  is  the  great  fortune 
maker.  It  draws  the  line  between 
the  savage  and  the  civilized  man 
Andrew  Carnegie 


Abstract  liberty,  like  other 
mere  abstractions,  is  not  to 
be  found.  Liberty  inheres 
in  some  sensible  object;  and 
every  nation  has  formed  to 
itself  some  favourite  point 
which,  by  way  of  eminence, 
becomes  the  criterion  of  its 
happiness.  It  happened  that 
the  great  contests  for  freedom 
in  this  country  were,  from  the 
earliest  times,  chiefly  upon 
the  question  of  taxing. 
Edmund  Burke 
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The  Concord  Mariner:  electronic  quartz,  water-resistant,  ruggec 
nd  handsome. 

This  watch  is  designed  to  keep  pace  with  the  most  active  lifestyle.  It' 
ater-resistant  to  three  atmospheres,  including  the  14  karat  gold  bracele 
r  the  imported  lizard  strap.  It's  shock  resistant.  It's  guaranteed  accural 
)  60  seconds  a  year.  And  the  electronic  quartz  movement  never  need 
inding.  Crafted  by  hand,  in  Switzerland  of  14  karat  gold,  /7\  PANf  (7RT 
le  Concord  Mariner  is,  truly,  the  watch  you  never  have  to  IvJ 
ike  off.  Bracelet  $4,590.  Strap  $1,390. 


QUARTZ 


e  productivity  gap 

is  filled  with 
broken  dreams. 


fipR  l  4  198? 


The  American  dream  has  suf- 
fered a  rude  awakening.  An 
awakening  punctuated  by  cries  of 
anguish  over  ever-rising  prices  and 
a  reduced  standard  of  living. 

Cry  we  should,  for  had  we  main- 
tained the  3%  growth  rate  of  the 
50's  and  60's,  the  real  U.S.  output 
would  now  be  $400  billion  more 
per  year.  Think  what  that  could  do 
to  fight  poverty,  create  meaningful 
jobs,  develop  alternate  energy 
sources,  and  modernize  our  in- 
dustrial plant. 

And  think  of  all  the  "good 
things  in  life,"  like  home  ownership, 
a  new  car,  a  college  education  for 
the  children,  that  are  slipping 
beyond  the  grasp  of  the  average 
American  household. 

To  reassemble  the  American 
dream,  we  must  mend  the  produc- 
tivity gap  with  increased  capital 
investment,  increased  research  and 
development  and  more  cooperation 
between  labor,  management  and 
government. 


Productivity  is  what  we  sell, 


The  Grinding  Center,  the  newest  product  froi 
the  Grinding  Machine  Division,  Worceste 
MA,  is  a  new  concept  in  grinding.  Twin  grinc 
ing  wheels,  mounted  on  a  unique  swivf 
headstock,  combine  with  a  variable  spee 
work  drive  to  provide  unlimited  grindin 
capability.  Steps,  forms,  shapes,  angles,  face: 
shoulders  and  tapers  can  all  be  produce 
automatically  on  the  Grinding  Center,  wit 
minimum  set-up,  for  any  lot  size.  (Safet 
guards  removed  for  illustration.) 
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"WHY  EVERY  COM 

SHOULD  BE  I 
ON  THE  SELECTION  ( I 


PERRY  UNJVAC's  UN1S  system  helps  to  provide  better  customer  service  and  cost  control  to  Towle,  a  manufacturer  and  distributor  of  a 
mge  of  giftware  product  lines  including  sterling  silver  flatware,  silver  plated  hollowware,  crystal,  glassware,  china  and  housewares. 

When  Leonard  Florence,  President  and  CEO,  Towle  Mfg.  Co. ,  asked  SPERRY  UNIVAC  to 
zip  satisfy  their  information  processing  needs,  we  did  something  we  do  better  than  anyone  else  in  ou 
usiness—we  listened! 

"I'm  no  computer  expert.  But  I  am  an  expert  when  it  comes  to  knowing  what  my  business  needs 
i  the  way  of  information  and  control.  And  through  my  people,  1  told  the  folks  at  SPERRY 
/MVAC. 

"I  needed  a  system  that  could  help  us  keep  track  of  all  production  and  distribution  operations  of 
)me  20, 000  different  items.  And  my  people  need  accurate,  current  and  timely  information.  At  all 


ERRY  UNIVAC  is  a  division  of  Sperry  Corporation. 


SPERRY  UNIVAC  and  UNIS  are  trademarks  of  Sperry  Corporation! 


NY  PRESIDENT 
\RD  FROM 

I  NEW  COMPUTER 


f9 


Leonard  Florence, 
President  and  CEO,  Towle 
Manufacturing  Company. 

\ipany  levels  and  locations.  Because  they  have  to  make  quick,  well- 
\rmed  decisions? 

hfter  learning  about  Towle  s  unique  manufacturing  information  process- 
meeds,  we  came  back  with  a  unique  solution:  The  SPERRY  UNIVAC 
p/60  computer  system  with  a  UNIS  industrial  software  system. 
[JN1S  is  a  manufacturing  and  distribution  management  system 
\ch  provides  users  like  Towle  with  the  controls  and  information  that 
ulted  in: 

f  An  ability  to  enter  and  process  over  1,500  customer  orders  and 
bices  per  day. 

f  Greater  efficiency  in  daily  tracking  of  thousands  of  inventory  transactions. 

f  A  complete  and  accurate  accounting  of  work-in-process,  allowing  for  updating  of  product 

uirements  to  keep  pace  with  demand. 

9  The  ability  to  review  and  modify  costs  of  all  production  and  inventory  items— a  job  that  used  to 
h  weeks— in  less  than  24  hours. 

f  Improved  customer  service  through  faster  response  time. 

put  the  true  test  of  the  importance  of  listening  first  came  in  a  follow-up  report  soon  after 
lallation.  In  the  words  of  Leonard  Florence,  "I  can't  envision  another  computer  system  that 
uld  have  worked  so  well  to  meet  our  information  processing  needs.  Without  the  SPERRY 
l/JVAC  1100/60  and  UNIS  SYSTEMS,  our  near-  and  long-term  growth  plans  might  never  have 
fa  achieved" 

EARN  MORE  ABOUT  CONTROL  AND  PROFIT  SOLUTIONS™! 

you've  got  a  manufacturing  information  processing  problem  that  needs 
solving,  give  us  a  toll-free  call  800  -  523-2496  ( in  PA,  call  collect— 
(215)  542  5816)  or  send  for  our  actual  case  history  booklet  that  tells  howwe 
helped  Towle  Manufacturing  solve  its  manufacturing  problems.  Just  write: 
SPERRY  UN/VAC,  Deft.  100,  P.O.  Box  500,  Blue  Bell,  PA  19424- 


Each  day,  SPERRY 
j/lVAC  is  solving  more 
more  manufacturing 
Wmation  processing 
blems.  Because,  each 
,  were  listening  more 
I  more  to  the  right  peo- 
—our  customers! 
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r^*UNIVAC 

The  computer  people  who  listen. 


Side  Lines 


Vir  omnibus  tempestatibus 

You  won't  find  this  Forbes  cover  on  a 
newsstand  or  in  your  mailbox.  A  few 
dozen  were  printed  to  mark  the  retire- 
ment last  month  of  our  veteran  Execu- 
tive Editor  Hero  Ames  Saunders,  67, 
after  21  years  at  the  magazine.  For  those 
who  have  forgotten  or  never  knew  Latin, 
iir  omnibus  tempestatibus  translates 
roughly  as:  a  man  for  all  seasons.  It's  apt. 
Hero  Saunders  has  an  encyclopedic 
knowledge  of  business,  fine  editing  skills 
and  a  vast  store  of  illustrative  anecdotes. 
Born  in  Starkville,  Miss.,  and  educated  at 
Dartmouth,  Saunders,  like  many  south- 
erners, is  a  natural  storyteller. 

The  picture,  Saunders'  favorite,  was 
taken  by  his  wife,  Bea,  in  the  early  Fif- 
ties. She  snapped  him  walking  down  a 
country  road  in  Maine,  hand  in  hand 
with  his  youngest  son,  Richard,  then  6, 
now  34  and  an  eye  surgeon  specializing 
in  children  in  Charleston,  S.C.  For  us  at 
Forbes,  this  snapshot  has  a  symbolic 
meaning:  His  most  important  and  last- 
ing role  at  the  magazine  was  as  a  guide 
for  the  young:  It  was  his  job  to  select 
from  the  hundreds  of  job  applications  we 
get  every  year.  After  picking  the  most 
talented,  Saunders  continued  the  rela- 
tionship, turning  ambitious  young  jour- 
nalists into  experienced  business  writ- 
ers. But  we  needn't  talk  about  Dero 
Saunders  in  the  past  tense.  Though  for- 
mally retired,  he  will  remain  as  a  Con- 
tributing Editor  and  write  our  Flashbacks 
feature  plus  occasional  other  stories. 

Succeeding  Saunders  as  Executive  Edi- 
tor is  Jefferson  Grigsby,  50.  Grigsby,  a 
native  of  Denver  and  a  graduate  of  the 
University  of  Colorado  at  Boulder,  began 

The  Barrett  collection 


FORBES'  Grigsby  ( left )  and  Saunders 


his  journalistic  career  on  the  Sterli 
Colo. Journal Advocate ,  switched  to  U 
ed  Press  International  and  became  M 
aging  Editor  for  News  at  UPI  in  It- 
Grigsby  joined  Forbes  in  1976  after 
ing  spotted  by  his  predecessor,  D 
Saunders.  Now  that's  continuity. 
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The  models  of  Burlington  Northern  roll- 
ing stock  that  illustrate  the  cover  story 
in  this  issue  (seep.  120)  are  the  property 
of  Clay  Barrett,  20,  a  young  New  Yorker 
who  owns  a  large  collection  of  the  stuff. 
The  reason  BN  models  are  hard  to  find  in 


Mattel  train  hobbyist  Clay  Barrett 


New  York  is  simple.  "They  rarely  hit 
shelves,"  says  Barrett,  a  business  mi 
who  works  part  time  at  Polk's,  Man! 
tan's  great  hobby  store.  "I  buy  then- 
soon  as  they  come  in." 

Dead  end? 

Can  the  human  race  stand  prospen 
That  question  keeps  popping  up  as  \ 
read  Jerry  Flint's  story,  "How  Swede 
middle  road  becomes  a  dead  en 
Against  great  odds,  Sweden  built  a 
mane  and  prosperous  society  only  to  £ 
its  'people  stopped  working  hard  wl 
comfort  and  security  no  longer  depeni 
on  effort  and  talent.  In  a  way,  the  Sw 
ish  story  is  the  story  of  the  entire  ind 
tnalized  world.  It  starts  on  page  35. 
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Even  though  my  kids  can't  always  count 
on  me  for  new  math,  they  can  count  on  me 
for  a  secure  future.  And  it  feels  great. 

I  just  bought  a  Whole  Life  Policy  from 
Metropolitan.  It  gives  my  family  permanent 
protection.  And  the  premiums  won't  ever  increase! 

But  it  gives  me  even  more.  Thafs  why  my  policy  is 
called  Whole  Life  Plus*  Metropolitan  offers  me  one-third  more" 
coverage  than  they've  ever  offered  before  at  the  same  premium. 

And  with  Metropolitan's  Cost  of  Living  option,  I'll  keep  pa 
with  inflation  and  my  coverage  could  triple. 

I  may  not  have  all  the  answers  when  it  comes  to  homework 
do  when  it  comes  to  protection.  ( 

Your  Metropolitan  representative  is  a  trained  professional  who  can 
show  you  how  to  get  a  Whole  Life  Policy  at  a  premium  you  can  afford. 
Whatever  your  insurance  needs,  Metropolitan  really  stands  by  you 
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Metropolitan  really  stands  by  you. 
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Edited  By  John  A.  Conway 


Oil  in  the  crystal  ball 

phe  chrome-domes  and  the  hard  hats  are 
ending  up  conflicting  signals  about  the 
uture  role  of  imported  oil  in  f  ueling  Amer- 
ca.  Exxon's  pragmatists,  whose  oil  intelli- 
;ence  is  rated  among  the  best  in  the  world, 
ay  in  their  latest  analysis  that  use  of  out- 
ideoil— 39%  of  U.S.  supply  in  1980— will 
limb  to  52%  by  1990  and  then  decline  to 
7%  to  30%  by  2000,  depending  on  how 
he  synthetic  fuels  program  fares.  The 
/lellon  Institute's  Energy  Productivity 
"enter,  a  Washington-based  study  group 
/ith  federal  and  corporate  support,  thinks 
mports  could  be  cut  to  near  zero  by  2000 
y  concentrating  on  improving  the  effi- 
iency  and  cost  of  producing  energy,  rath- 
r  than  on  the  price  and  availability  of  oil 
tself .  The  divergence  lies  in  the  assump- 
ions.  To  make  the  improvements  in  con- 
ersion,  the  Mellon  Institute  postulates, 
/ould,  for  one  thing,  take  enormous 
mounts  of  capital — $364  billion  to  im- 
rove  auto  fuel  economy,  $249  billion  for 
idustrial  gear,  $100  billion  for  home  msu- 
ition-  "Energy  is  fundamentally  an  eco- 
omic  problem,  not  a  political  problem," 
ays  the  Institute's  Steven  Carhart.  Poli- 
ics,  however,  won't  go  away  and  the  Rea- 
an  Administration  is  concentrating  its 
nergy  policies  on  fuel,  not  conservation 
nd  cheaper  production  of  energy.  Exxon's 
arthier  projections  call  for  conventional 
omestic  production  to  drop  from  1980's 
0.6  million  barrels  a  day  to  7. 1  million  by 
990,  then  recover  to  7.8  million  because 
f  new  exploration  and  recovery  tech- 
iques.  By  2000,  its  analysts  see  demand 
asingfrom  last  year's  1 7.5  million  barrels 
day  to  15.9  million,  a  third  of  it  met  from 
xisting  reserves,  a  third  from  new  oil,  the 
;st  from  coal  and  oil  conversion. 

An  outside-inside  view 

Jan  Greenspan,  Ronald  Reagan's  unoffi- 
ial  economic  guru,  thinks  the  Presi- 
ent's  chances  of  getting  most  of  his 
nti-inflation  program  through  Congress 
re  good  because  he  asked  for  so  much, 
y  demanding  $50  billion  in  cuts,  he 
ays,  Reagan  will  get  about  $40  billion. 
If  he'd  asked  for  $15  billion,  he'd  have 
otten  $3.67."  The  reason,  says  Green- 
pan,  is  that  because  so  many  special 
iterest  groups  are  being  hit,  they  can't 
>cus  on  individual  congressmen,  and 
le  latter,  given  the  present  political  di- 
late, can  score  points  (and  avoid  retali- 
tion)  by  voting  for  the  whole  Reagan 
ackage.  But  Greenspan  suspects  the 
/hite  House  will  have  to  get  even  tough- 
r  to  bring  inflation  under  real  control, 
erhaps  by  halting  the  cycle  of  automatic 
ost-of-living  increases  in  Social  Security 
nd  other  benefit  programs.  Interest 
ites  will  be  kept  high,  he  theorizes,  by 


the  psychology  of  lenders  still  convinced 
inflation  will  average  10%  for  the  next 

decade. 

Best  face  forward . 

Face-saving  in  the  executive  suite  is  driv- 
ing more  and  more  managers  to  plastic 
surgeons.  According  to  Dr.  Peter  Bela 
Fodor,  a  New  York  cosmetic  surgeon  and 
medical  director  of  a  trade  group  called 
Facts  About  the  Cosmetic  Experience 
(FACE,  naturally),  as  many  as  20%  of 
those  undergoing  such  procedures  today 
are  successful  businessmen.  Five  years 
ago,  he  says,  businessmen  would  have 


'Benito  Mussolini 

Does  a  leader  lead  with  his  chin? 

shied  away  from  any  such  thing.  The 
most  common  operation  for  men  of  all 
ages  is  still  the  nose  job,  with  various 
age-concealing  tucks  around  the  eyelids 
and  neck  coming  in  second.  One  new 
wrinkle  gaining  in  popularity,  however, 
is  chin  remodeling,  for  those  who  feel 
insufficiently  jut-jawed  on  the  bridge. 
"There  are  men  who  have  an  assertive 
personality  but  a  receding  chin,"  Fodor 
says.  "They  don't  get  the  feedback  from 
the  body  they  feel  entitled  to."  The  chin 
job,  which  costs  anywhere  from  $1,000 
to  $2,000,  involves  constructing  a  rea- 
sonably firm  silicone  insert,  which  is 
then  installed  from  inside  the  mouth. 

Money  talks 

Will  cash  in  the  tenant's  hand  work  bet- 
ter than  a  government  check  to  the  land- 
lord in  helping  low-income  Americans 
find  housing?  Rand  Corp.,  the  California 
think  tank,  has  tested  that  idea  for  the 
Department  of  Housing  &  Urban  Devel- 
opment with  five-year  programs  in 
South  Bend,  Ind.  and  Green  Bay,  Wis. 
Under  this  scheme,  the  government 
gives  funds  directly  to  the  tenant,  who 


then  makes  his  or  her  own  deal  with 
landlord.  Rand  compared  results  wit 
larger  national  program  begun  in  IS 
where  the  homehunter  lays  out  a  fou 
of  the  family  income  for  rent  and  Un 
Sam  pays  the  difference  on  housing  t] 
either  HUD  or  local  authorities  barg 
for.  In  South  Bend  and  Green  Bay, 
cording  to  C.  Peter  Rydell  of  Rand, 
participants  (20,000  in  five  years)  exp< 
enced  price  increases  of  1.2%  while 
gotiating  on  their  own.  HUD's  natio 
program  (serving  520,000  low-inco 
families  in  1979)  produced  hikes  of  26 
If  the  bigger  system  were  run  under 
rules  that  Rand  followed  in  the  exp< 
ments,  Rydell  thinks  about  $210  milli 
that  now  goes  into  landlords'  pock 
could  be  recaptured. 


Hold  the  mayo! 

Dieters  who  can't  resist  a  craving  fo 
superhamburger  can  resolve  their  dile 
ma  by  skipping  the  fancy  trimmings,  : 
nutritionists  at  the  U.S.  Agricultural  1 
search  Center.  The  Beltsville,  Md. 
perts  studied  50  items  sold  by  McD» 
aid's,  Burger  King  and  Burger  C 
(which  serve  up  1%  of  all  food  eaten 
the  U.S.).  The  Special  Sauce  on  a 
Mac,  they  found,  adds  105  calories;  tar 
sauce  on  a  Burger  Chef  Skipper's  Tr 
has  8 1  calories;  and  the  mayonnaise  o 
Burger  King  Whopper  piles  on  159.  1 
feds  are  fascinated  by  fast  foods  (Amc 
cans  now  spend  about  25%  of  their  fc 
dollars  on  out-of-home  meals 
snacks),  but  haven't  yet  figured  out  th 
nutritional  role.  The  nutritionists 
know  Americans  are  consuming  fev 
calories,  but  80  million  are  still  ov 
weight.  Even  teenagers,  they  say,  hi 
cut  down.  The  18-year-old  youth  w 
downed  3,000  calories  a  day  in  1965  n 
gets  by  on  2,700;  the  14-year-old  girl  w 
ate  2,150  calories  daily  in  1965  is  n< 
down  to  1,920.  The  cutbacks  are  in  p 
teins  and  carbohydrates,  with  Amt 
cans  passing  up  bread,  cereals  and  m 
for  soft  drinks,  alcohol,  punches  and  p 
fab  desserts.  Vitamins  are  also  in,  w 
vitamin  C  consumption  alone  up  35% 
the  last  dozen  years.  Shoppers  are  pi« 
ing  up  more  meat,  poultry  and  fish  t 
less  pork,  luncheon  meats,  eggs  a 
beans.  At  the  vegetable  bins,  the  turn 
away  horn  potatoes  in  favor  of  spinat 
kale,  broccoli  and  mustard  greens. 


Hidden  treasure 

Florida,  land  of  condominiums,  cold  (a 
hot)  cash  and  crime,  has  come  up  witl 
gimmick  prompted  by  all  three:  the  t 
ny- weeny  condo,  a  3-x-10-x-24-inch  sa 
deposit  box.  Developed  by  Kay  Byrne 
Miami   real   estate  broker,  ConSec 
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Pan  Am  puts  the 

middle  seat  out  of 

business. 


lOmilll 


The  loss,  however,  is  your 
gain. 

For  when  you  fly  in  our 
new  business  section,*  you'll 
never  get  stuck  in  the  middle. 
Or  by  an  elbow. 

Because  in  Pan  Am's 
Clipper®  Class,  we've  elim- 
inated the  bane  of  business 
travelers.  The  middle  seat. 

But  we  didn't  stop  with 
merely  removing  the  seat  in  the 
center.  We  replaced  every  one  of 
them.  With  seats  that  are  totally 
new. 

(They're  the  same  seats  se- 
lected for  First  Class  on  the  next 
generation  of  jets.  The  ones  due 
delivery  around  1985.) 

Our  new  seats  are  wider 
and  larger  than  the  ones  you're 
probably  used  to.  Which  means 
they're  much  more  comfortable 
than  seats  in  your  business-as- 
usual  section. 

And  since  there  are  fewer 
of  them,  you  get  an  additional 
dividend.  Room. 

What's  behind  our  move  to 
remove  the  middle  seat?  Same 
motivation  that's  made  Pan  Am 
the  innovator  in  air  travel:  concern 


for  your  comfort  and  convei 
ience. 

That's  why  Clipper  Cla 
is  now  a  distinctly  separat< 
part  of  the  plane.  Especial 
for  people  who  travel  on 
business. 

And  the  reason  we  ofl 
t  amenities  not  normally  found 
■  Mb  this  side  of  First  Class.  Ever 
thing  from  special  check-in 
facilities  to  gourmet  food  serv< 
on  fine  china. 

The  bottom  line?  Simply 
that,  from  nine  U.S.  cities  to  32  des 
nations  all  over  the  world,  no  other  ( 
airline  offers  a  better  business 
section* 

So  tell  your  Travel  Agent 
or  Corporate  Travel  Department 
you  want  Clipper  Class. 

On  the  airline  that 
believes  putting  the  middle 
seat  out  of  business  is  putting 
the  business  traveler  first.  | 

New  Clipper  Class  is  currently  available 
to  selected  destinations.  New  destinations 
are  being  added  each  week.  And  by  mid- 
year, our  new  Clipper  Class  will  be  offeree 
on  our  entire  747  fleet— and  on  certain  L  1011s- 
worldwide. 


What  does  it  take  to  make 
a  pair  of  Foot-Joys? 


About  124  years. 


We've  learned  a  little  something  since  we  began  making 
great  shoes  in  1857.  Like  which  of  the  world's  great  leathers  to 
use,  and  how  to  craft  them  to  mold  to  your  feet.  How  to  make 
shoes  so  comfortable  you  forget  you  have  them  on.  It's  no 
coincidence  that  more  than  4  out  of  5  PGA  Tour  golfers  wear 
Foot- Joys.  See  the  complete  collection 
including  this  Western  inspired  model 
in  brandy  or  camel.  At  your  golf  shop. 


foot  Joy  P 


Write  for  free  Foot-Joy  style  brochure  Foot -Joy.  Inc.,  P.O.  Box  FB4,  Brockton.  MA  02403 


Qiioheu'Jreenian 


In  the  time  a  Hickey-Freeman  tailor 
sews  one  silk  buttonhole  by  hand, 
others  may  turn  out  25  or  30  by  machine. 

Mass  production  has  never  been  the  watchword  at 
Hickey-Freeman.  Rather,  our  craftsmen  choose  to  stress 
quality,  patience  and  pride  of  workmanship  in  each  of 
the  thirty  separate  hand-tailoring  operations  that  create 
a  single  Hickey-Freeman  garment. 

Consider  our  hand-sewn  buttonholes.  Formed  by 
tiny  stitches  of  the  finest  silk  thread,  they  are 
neater,  softer  and  far  more  beautiful  in 
appearance  than  their  mechanical  counterparts 
They  are  stronger  too,  for  longer  wear  and 
a  more  satisfying  performance. 

Such  quality  is  worth  its  price.  From  the 
Meridian  Collection. 
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Trends 


plans  to  put  7,000  to  10,000  vault  spa| 
in  a  new  building  in  Coral  Gables, 
got  the  idea,  she  says,  from  wealthy  c| 
tomers  who  complained  about  the  df 
culty  of  getting  large  safe  deposit  bol 
without  as  much  as  a  four-year  wl 
(One  local  bank  president  says:  "Thel 
a  shortage  in  every  bank  down  herl 
have  a  waiting  list  and  people  aren't  e  f 
asking  how  much.")  ConSecur's  bo)| 
ranging  up  to  spaces  large  enough  fori 
and  other  treasures,  will  sell  for  $39£| 
$4,000,  with  a  $75-a-year  maintenaf 
fee.  In  contrast  to  bank  boxes,  these  \\ 
be  accessible  round-the-clock,  and  unl 
the  condo  plan  owners  can  use,  renil 
sell  them.  Besides  local  custom  [ 
broker  Byrne  also  expects  business  fr| 
the  well-heeled  Latins  who  flock  to  I 
ami.  Heady  over  the  prospects,  she 
her  local  backers  are  talking  about 
panding — after  breaking  ground  for  til 
first  building  in  June — into  Mij[ 
Beach,  Boca  Raton  and,  perhaps,  aci| 
the  country. 

Economic  intelligence 

American  exports,  which  the  Real 
Administration  is  banking  on  to  bcl 
the  economy,  may  not  prove  much  h  [ 
according  to  a  new  analysis  by  the  C| 
tral  Intelligence  Agency.  "Given  the  ]| 
simistic  outlook  for  recovery  in 
world  economy  in  1981,  little  or 
growth  in  U.S.  export  volume  is  like  I 
the  CIA  concluded.  Last  year,  exports  I 
go  up  by  6.7%  and  the  country's  nj 
chandise   trade   deficit   dropped  frl 
$29.4  billion  in  1979  to  $27.4  billil 
(The  balance  of  payments,  which 
eludes  banking,  insurance  and  other  'I 
visible"  exports,  showed  a  small  surf  I 
for  1980.)  Then  things  turned  gloc| 
toward  the  end  of  the  year,  the  ( 
points  out,  when  the  dollar  gathe 
strength  and  the  prices  of  Ameri 
goods  abroad  began  to  rise. 


Moving  day 


Golf  counts,  talent  and  labor  count,  en 
gy  counts,  but  the  single  most  import 
factor  in  a  company's  plant-locatioa 
cision  is  local  taxes.  That  is  the  com 
sion  of  Alexander  Grant  &  Co.,  the  C 
cago-based  accounting  firm,  after  a  ! 
vey  of  manufacturers.  Mississippi,  tl 
from  the  bottom  on  the  tax  scale,  1 
the  number  one  location  site,  Gi 
found,  because  of  its  high  score  on  ot 
counts— energy  costs,  low  union  mi 
bership  and  low  wages.  Right  beh 
Mississippi  in  the  overall  standings  w 
the  Carolinas,  North  Dakota  and  Ark 
sas.  At  the  bottom  of  the  list  was  Mit 
gan,  which  stood  first  in  union  clout 
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!  When  is  a  small  copiera  big  mistake!] 

Amen 


Now  don't  misunderstand. 

We  have  nothing  against  small  copiers  We  happen 
to  make  some  of  the  oest  in  the  business. 

It's  just  that  small  copiers  are  built  for  small  work 
loads  Overwork  them  and  you'll  get  gray,  streaked 
copies,  too  many  breakdowns,  and  too  many  visits 
from  the  repairman. 

But  there's  a  bigger  small  copier  built  to  answer 
the  demands  of  a  growing  business. 

The  Minolta  EP520. 

It  takes  options  like  a  document-feeder  and 
sorter  to  handle  work  overloads.  Or  you  can  get  a 
counter  to  keep  track  of  the  copies  you've  made. 

Minolta's  exclusive  micro-toning  system  assures 
you  rich  contrasts  and  crisp,  clear  copies.  Edge  to 
edge,  and  corner  to  corner  On  any  kind  of  paper 
up  to  H"xl7". 

It  even  has  a  special  self-diagnostic  system  that 
tells  you  when  it  needs  service.  And  what  kind 
of  service  it  needs 


So,  if  you've  underestimated  the  capacity  of  your 
copier,  get  the  Minolta  EP520. 

A  big  ousiness  can  afford  to  make  a  few  mistakes. 
A  smail  business  can't. 

To  avoid  mistakes,  call  toll-free  800-526-5256. 
In  N.J.,  call  201-797-7808.  For  your  authorized  Minolta 

dealer,  lOOk  for  OUr  ©1981  Minolta  Corporation 

trademark  in 
the  Yellow 
Pages. 

The  EP  520. 
Your  Next 
Copier. 
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POWERFUL  AS 
THOUSAND  ISLAND . . . 


Gieamtf  rTtuahnoom  Die  Mint; 


The  First  Mushroom  Salad  Dressing. 
T.M.I,  melts  down  on  your  salad 
with  A  FLAVOR  EXPLOSION  of 

mushrooms  and  spices. 

SURVIVE  TASTEFULLY 

One  10  02.  can  of  T.M.I,  dry  mix  whips 
into  10  devastatingly  delicious  pints 
for  salads  and  dips.  Two  tablespoons 
makes  one  pint.  The  resealable  lid 
keeps  the  unused  dry  mix  fresh. 

THREE-MILE  ISLAND 
DRESSING 

It  Will  Make  Your  Next  Salad 
An  Historical  Event 

The  Catalyst  Company   CC32  £ 

PO  Box  4675  •  St.  Louis,  MO  63108  mm 
Send  me  1  ten  oz.  can  of  T.M.I,  mix  lor  $6.95  plus 

50*  postage  and  handling.  % 

Send  me  2  or  cans  ol  T.M.I,  mix  lor  $6.45  ea.  Jt 

postpaid.  I  save  SI. 00  per  can.  ^» 

]  Encl.  is  my  check  or  M.O.  lor  *   ^ 

)r  charge  my  VISA  MasterCard 

>u-d  No  Exp.  

>edit  card  orders  800-325-0608 

n  Missouri  314-367-8086.  «■ 
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CHANGE  OF  ADDRESS 

you  are  moving,  let  us  know  six  weeks 
efore  so  we  can  keep  Forbes  coming, 
nter  your  new  address  on  this  form  and 
:turn  it  with  a  recent  mailing  label  from 
le  magazine. 

NEW  SUBSCRIPTION 

o  order  Forbes,  enter  your  address  on 
lis  form  and  check  the  subscription 
ou  prefer.  □  1  year  $30  □  3  years  $60 
he  equivalent  of  one  year  free).  Canadi- 
n  orders,  add  $5  a  year.  Orders  for  other 
ountnes  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(sec  above  name  on  label) 
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Geared  down,  geared  up 

A  year  or  so  ago  one  of  the  few  American 
manufacturing  industries  visible  that 
had  not  only  countered  but  also  routed 
foreign  competition  was  the  ,  bicycle 
business  in  general  and  Dayton,  Ohio's 
Huffy  Corp.  in  particular,  Forbes  discov- 
ered (Dec.  24,  1979).  In  1972,  imported 
bikes  had  37%  of  the  market;  in  1979 
they  had  16%.  Huffy  had  pumped  up  its 
share  from  23%  in  1975  to  35%  by  1980. 
The  cheaper  dollar  had  helped  by  making 
imports  more  expensive,  but  the  real  an- 
swer was  the  simple  strategy  of  building 
competitive  products  at  lower  costs. 
"These  days,"  Huffy's  chief  executive, 
Stuart  Northrop,  told  Forbes  in  1979, 
"the  American  bike  industry  is  the 
world's  low-cost  source  of  bikes  for  the 
American  market."  American  manufac- 
turers had  also  benefited  from  a  major 
marketing  change,  which  saw  the  bulk  of 
the  bike  business  shift  from  bicycle  shops 
to  major  retailers.  By  1979  the  Sears,  Roe- 
bucks, the  K  marts,  Caldors,  J.C.  Penneys 
and  other  big  sellers  had  75%  of  the  mar- 
ket, leaving  the  bike  shops,  which  once 
held  almost  half,  to  live  on  the  premium- 
priced  two-wheelers. 

Last  year,  however,  the  bike  lanes 


Chairman  Stuart  Northrop  of  Huffy  Corp. 
Wheeling  in  a  bumpy  bike  lane. 


turned  bumpy,  starting  with  the  cn 
crunch  in  May.  Bike  shipments  vj 
10.8  million  in  1979,  9  million  of  th 
domestic  products,  1.8  million  impc 
In  1980,  the  total  dropped  to  9  milbo 
million  home-grown,  while  impi 
went  up  to  2  million  units.  And  for  IS 
according  to  Phil  Burke  of  the  Biq 
Manufacturers  Association,  while  1 
bikes  are  expected  to  climb  back  to 
million,  imports  will  continue  to  sr 
strength  and  sell  2.3  million. 

Nonetheless,  Northrop  says,  the  b 
ness  did  well  last  year,  considering 
1980  economic  environment.  For 
thing,  price  increases  kept  dollar  vok 
fairly  steady  despite  the  drop  in  unit  sa 
For  another,  the  credit  squeeze  forced 
industry  to  shrink  inventories  drastics 
The  Huffy  chairman  figures  the  stt 
cleared  700,000  bicycles  off  their  ra 
and  now,  he  says,  will  have  "to  buy  a  I 
for  every  one  sold."  Another  reason 
domestic  makers  showed  up  poorly  in 
statistics  is  that  the  premium-pri 
bikes,  the  major  imports,  kept  mo\ 
briskly  in  the  bike  shops,  just  as  h; 
priced  automobiles  kept  selling  in 
showrooms.  "Huffy  makes  Oldsmobi 
Chevrolets  and  Fords,"  Northrop  s. 
"We  have  no  Ferraris." 

Helping  to  boost  the  import  figurt 
and  skewing  the  overall  picture  a  littl 
was  a  strike  last  year  at  Schwinn,  wll 
makes  premium  bikes.  Making  up 
that  produced  a  big  bulge  in  Schwh 
imports,  which  carried  over  into 
year.  The  company  brought  in  230, 
bikes  from  overseas  in  1980,  BfVi 
Burke  says,  and  its  1981  plans  call 
half  the  900,000  units  it  hopes  to  sell 
year  to  come  from  abroad. 

So  Huffy  and  Northrop  are  pedaling 
undaunted,  despite  the  results  of  the  i 
three  months  of  1981 .  Unit  sales  were 
15%  from  1980,  mirroring  the  indu 
slide,  and  dollar  sales  skidded  10%  fi 
the  $61  million  of  a  year  earlier. 
Northrop  says  recent  orders  are  up  sh. 
ly  and  he  predicts  the  next  three  mor 
will  match  or  top  the  1980  figure  of 
million.  He  and  the  rest  of  tbe  indu 
are  banking  on  adult  bikers  to  keep  tr 
growing.  (The  children's  market,  he  s. 
is  stable.)  The  bicycle,  in  the  indust 
view,  can  still  be  the  commuter  vehi 
of  the  future,  combining  transportat 
economy  and  recreation.  As  BfV 
Burke  enthuses:  "You  can't  go  buy  a  c 
en  eggs  with  a  tennis  racket." 

Around  the  middleman  I 

Two  summers  ago,  entrepreneurs  vi 
rushing  to  redraw  the  retailing  map 
trying  to  cluster  the  10,000  factory  ou 
stores  in  the  U.S. — those  out-of-the-^ 
locations  where  manufacturers  soldi 
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Du  Pont  safety  consultants  helped  us 
cut  our  injury  rate  by  over  60%." 


Dexter  Baker, 
President, 
Air  Products  and 
Chemicals,  Inc. 

"At  Air  Products,  our 
success  in  reducing  injuries  is 
the  result  of  a  corporate  com- 
mitment to  safety  combined 
with  Du  Pont  s  know  how  and 
experience,"  says  Mr.  Baker. 
"From  1975  to  1979,  Du  Pont's 
Safety  Management  Services 
helped  us  to  cut  our  injury  rate 
over  60%  in  the  U.S.  and 
nearly  80%  in  Europe. 

"The  human  benefits  are 
impressive.  We've  found  that 
employee  morale,  attitudes 
toward  management  and  over- 
all efficiency  improved 
significantly." 

Safety  has  always  been 
a  line  management  responsi- 
bility at  Du  Pont.  That's  why 
we  have  the  top  safety  record 
among  all  industrial  organiza- 
tions—and why,  over  the  past 
ten  years,  DuPont  consultants 
have  been  able  to  improve 
safety  performance  for  over 
300  clients,  here  and  abroad, 
in  a  variety  of  industries. 

Let  DuPont  help  your 
company,  too.  For  no  obliga- 
tion, we'll  do  an  analysis  of 
your  potential  savings  through 
improved  safety  management. 
Send  for  our  comprehensive 
questionnaire.  All  data  will  be 
kept  confidential.  Write  Du  Pont 
Company,  Room  X38507, 
Wilmington,  DE  19898. 

Safety  Management 
Services 
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SUCCESS  IS  A 
MATTER  OF  BEING 

AT  THE  RIGHT  PLACE, 
AT  THE  RIGHT  TIME. 

You  can't  always  rely  on  luck  to  get  you  to  the  right  place,  at  the  right  time.  Especially  if  you're  shipping 
something  important. 

Because  no  matter  how  big  or  small  your  shipment  might  be,  if  it  arrives  late,  it  can  represent  a  lot  more 
than  just  a  little  down-time.  It  can  leave  an  entire  production  line  non-productive. 

,  But  while  you  can't  rely  on  luck,  luckily 

.jOUj     HHHflflHflHHMM  you  can  rely  on  Emery. 


WHEN  IT  COMES  TO  QUICK, 
DEPENDABLE  PICK-UPS,  WE  DELIVER. 

If  there's  one  thing  that  can  slow  a 
shipment  down,  it's  a  forwarder  who's  slow 
at  picking  it  up. 

So  after  you  call  us,  we'll  promptly 
deliver  ourselves  to  your  door,  pick  up  your 
shipment  and  dash  out  to  the 

■ airport.  Once  it's  there,  we'll  make 
sure  your  shipment  gets  on  our 
next  flight  going  your  way.  Which 
|  means  it  won't  have  a  long  wait. 
Because  while  we  use  our 
own  planes  to  service  the  major 
U.S.  cities,  we  also  reserve  space  on  key 
flights  of  practically  every  airline  that  carries 
freight.  Plus  hundreds  of  off-line,  commuter 
and  charter  planes.  And,  in  some  cases, 
we'll  even  reserve  it  its  own  plane. 

But  not  only  will  we  take  a 
load  off  your  hands,  we'll  take  a 
load  off  your  mind.  With  EMCON 
jt  Emery's  tracking  system  that 

follows  your  shipment  from  de- 
parture to  arrival.  And  helps  keep 
your  business  on  the  right  track. 
So  call  us.  We're  just  as  quick 
'  *  and  reliable  at  picking  up  the  phone. 

EMERU 

AT  THE  RIGHT  PLACE,  AT  THE  RIGHT  TIME. 


Follow  -Through 


Itly  at  rock-bottom  prices — into  shop- 
ig  malls.  Skyrocketing  gasoline  prices, 
lorted  Forbes  (Aug.  6,  1979),  were  the 
ncipal  reason,  because  they  curtailed 
f  bargain  hunter's  range.  Now,  with 
even  higher  and  consumers  even 
re   price-conscious,   comes   a  still 
wei    concept,    outlet  "department 
|res"  where  dozens  of  manufacturers 
1  peddle  their  wares  in  leased  space 
'er  one  roof.  A  pioneer  of  the  malls, 
rles  E.  Shutter,  is  pushing  such  a 
ge,  saying:  "The  day  of  the  depart- 
nt  store  is  questionable  and  mall  de- 
pment  has  stopped." 
anufacturers,  Shutter  says,  are  frus- 
ed  by  slow-paying  retailers  and  he 
s  to  offer  them  shorter  collection  peri- 
,  improved  cash  flow  and  less  need  for 
'-priced  financing  via  what  he  calls 
anufacturers'  Hyper-Marche'."  "The 
gainers  here  are  the  consumers  and  the 
ufacturers,"  he  says.  "The  retailers 
1  hate  it. "  For  their  leasing  fees,  Shutter 
1  provide  security,  maintenance  and  all 
agement  services,  including  check- 
and  inventory  based  on  NCR's  new 
com  2140  computer  system.  (Tenants 
1  supply  their  own  stock  clerks  and 
s  personnel.) 

hutter  will  open  his  first  Mfgrs' 
er-Marche'  (the  "g"  in  the  abbrevia- 
is  unexplained  and,  presumably,  si- 
)  this  June  in  Williamsport,  Penna. 
he  plans  four  more  by  the  end  of  the 
r,  including  one  in  York,  Penna.  and 
ther  in  Springfield,  Mass.  Part  of  the 
cing  for  the    1 14,000-square-foot 
liamsport  setup  is  coming  from  Am- 
ack  Ltd.,  a  subsidiary  of  State  Farm 
[tual  Automobile  Insurance, 
kails  may  be  at  zero  population 
wth  in  Shutter's  view  but  he  isn't 
ting  them  off.  He  was  involved  in  the 
cely  successful  one  that  opened  in 
kding,  Penna.  in  1972.  He  is  also  the 
hcipal  owner  of  a  similar  operation  in 
r/nesboro,  Penna.  that  he  built  with 
[wife  and  children.  That  installation, 
soft-spoken  Marylander  says,  aver- 
s  more  than  twice  the  $125  per  square 
c  in  sales  that  a  conventional  shop- 
g  mall  generates. 
— Joft-spokenasheis,  Shutter  likes  to  talk 
In  1 979  he  outlined  to  Forbes  grandi- 
plans  for  a  $25  million,  900,000- 
lare-foot  outlet  mall  outside  Williams- 
[g,  Va.,  and  predicted  that  the  historic 
rn's  3  million  tourists  annually  would 
Ian  sales  of  $300  million  the  first  year, 
ring  interest  rates  put  that  project  on 
|d  and  he  now  talks  of  a  more  modest 
there  for  next  year.  Meanwhile  he  is 
casting  $20  million  for  his  William- 
t  Hyper-Marche'  in  its  first  year  (it  is 
e  than  50%  leased).  And,  he  insists, 
not  a  nut.  I'm  a  realist." 


r  Commander'sjeti^oposition: 
No  other  ietprop  comes  close. 

Commander  Jetprop™  840.  No  other  jetprop  does  so  much 
—  with  so  much  comfort  —  for  so  little.  The  840  offers  maximum 

performance  at  minimum  cost 
.  .  plus  operating  efficiency 
that  can  show  up  on  your^ 
bottom  line. 


Commander 
Business 
Aircraft 

Gulfstream  American  Corporation 


Company_ 


City 
Zip- 


Present  aircraft  owned 


We'd  like  to  tell  you  more 
about  our  Jetproposition. 
Call  800  654-4483*  or  write: 
Dept.  29-13,  Commander 
Jetprop  Information  Center, 
Gulfstream  American, 
5001  N.  Rockwell  Avenue. 
Bethany,  Oklahoma  73008. 
TWX  910-830-6870.  AEROCOM. 
'In  Oklahoma,  call  collect: 
405/789-5000,  Ext.  228. 


LIVING. 


In  Arkansas,  it  means  livabilityas  well 
as  livelihood. 

Natural  beauty  coincides  with  unlimited 
opportunities  for  corporate  growth. 

Arkansas  is  a  perfect  place  to  raise  families. 
And  factories. 

That's  just  one  reason  we're  becoming 
known  as  The  Great  Location. 


We'd  like  to  tell  you  more. 


ARKANSAS 


For  information  write  to  the  Arkansas  Industrial  Development  Commission- F 
One  State  Capitol  Mall.  Little  Rock  Arkansas  72201.  Or  call  (501)  371-7675. 


"ES,  APRIL  27,  1981 


Announcing 

awhole 
new  concept  in 
executive  lodging. 

Stouffers"  Cincinnati  Towers 
is  proud  to  announce  the  opening 
of  The  Manager's  Quarters. 

The  Manager's  Quarters.  Two 
floors  of  specially  appointed 
rooms.  Private  library  and  lounge. 
Morning  delivery  of  The  Wall 
Street  Journal  and  The  Cincinnati 
Enquirer.  Shower  Massage  Units. 
Individually  controlled  electric 
blankets.  We'll  even  shine  your 
shoes. 

The  next  time  you  re  in 
Cincinnati,  stay  at  Stouffer  s  new 
Manager's  Quarters.  We  make  the 
hard  road  to  success  worth  the 
trip. 


Cincinnati 


Forbes 

Classified 

appears  in 
the  first  issue 
of  every  month 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED 
call 

Linda  Loren 
(212)  620-2440 

Forbes: 
Capitalist 
Tool 


Readers  Say 


Don't  blame  OPEC 

Sir:  Many  people  in  this  land  seem  to 
think  our  natural  energy  sources  are 
boundless.  I'm  not  against  using  coal; 
just  against  suggesting  we  have>  an  end- 
less supply  of  it. 

We  didn't  force  the  Arabs  to  make  us 
dependent  upon  their  oil.  We're  the  ones 
who  are  the  gluttons,  and  to  blame  the 
energy  crisis  on  the  Arabs  is  like  blaming 
the  baker  for  making  delicious  rolls. 
— Edward  Neparki  > 
Professor,  Department  of  Chemistry, 
\<>t//bu>estem  Oklahoma  State  I  niversity 
Weatherford,  Ok/a. 


Hurting  the  small  guy 

Sir:  The  windfall  profits  tax  was  enacted 
in  such  a  way  as  to  penalize  the  small, 
independent  drillers  before  any  profits  at 
all  have  been  reached.  Surely  the  law 
should  be  modified  to  allow  some 
amount  of  minimum  production  before 
the  tax  is  applied.  How  can  there  be  a 
windfall  profit  before  even  operating  ex- 
penses have  been  recovered? 
— Archie  Cairo// 
Charlotte,  N.C. 


Better  than  Reggie 

Sir:  Since  you  once  flatly  predicted 
"Teddy  Kennedy  will  take  the  Demo- 
cratic nomination  from  Carter,  and  he'll 
handily  dispose  of  the  Republican  nomi- 
nee by  a  margin  wider  than  any  since 
Johnson  whopped  Goldwater  in  1964," 
why  don't  you  publicly  predict  the  pend- 
ing failure  of  President  Reagan's  ap- 
proach to  our  economic  and  political  fu- 
ture, thus  assuring  its  success? 

Actually,  I  sure  do  admire  your  courage. 
In  checking  the  last  couple  dozen  issues  of 
Forbes,  you  are  pretty  darned  close  to 
being  right  more  than  half  the  time.  Can 
you  imagine  how  much  Reggie  Jackson 
would  be  worth  to  the  Yankees  if  he  had  a 
batting  average  like  yours? 
— Ken  Allen 
Wenatchee,  Wash. 


Not  so  negative 

Sir:  A  negative  working  capital  figure 
and  a  60%  debt  to  total  capital  ratio  does 
not  constitute  the  type  of  balance  sheet 
risk  for  Leaseway  Transportation  ("You 
can't  complain, "Mar.  30)  that  you  would 
generally  attribute  to  such  statistics. 

Accounting  conventions  require  debt 
due  within  one  year  to  be  classified  as  a 
current  liability,  while  the  revenue-pro- 
ducing equipment  is  classified  as  a  non- 


current  fixed  asset.  In  our  case,  the. 
enue-producing  equipment  has  rrj 
more  of  the  characteristics  of  inven 
than  fixed  assets. 

The  debt  is  certainly  not  excessive 
a  company  such  as  ours,  where  our  as 
have  an  average  42-month  service 
The  cash  flows  are  so  very  high  thai 
can  support  significantly  more  debt  t 
could,   for  example,  a  manufactu 
company  whose  average  life  of  eqj 
ment  might  run  10  to  15  years, 
rating  agencies  gave  us  an  "A"  rating 
— Gerald  C.  McDonbugh 
Executive  Vice  /'resident, 
Lease  u  a\ •  Transport  a  i 'i< » i 
Cleveland,  Ohio 


Jo st en's  is  independent 

Sir:  In  your  article  "Is  Carnation  disc 
tented?"  (Apr.  13),  you  state,  "In  li 
Olson  paid  $32  million  in  stock  for 
dianapolis-based  Herff  Jones  Co., 
$43.5  million  (sales)  manufacturer  of 
ten's  class  rings."  The  reference  to 
ten's  is  not  correct.  Josten's  is  [inde[ 
dent].  It  is  the  nation's  largest  manu 
turer  of  high  school  and  college  ci 
rings.  No  class  rings  for  U.S.  stud< 
bearing  the  Josten's  trademark  are  ma 
factured  outside  our  facilities. 
—El lis  F  Bullock  J r 
Director  of  Public  Affairs, 
Josten 's 

Minneapolis.  Minn 
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Give  'em  a  freebie? 


me 
k 


Hi' 


Sir:  Re  the  White  House  request  fo 
complimentary  subscription  (Fact  c 
Comment,  Mar.  30),  In  order  to 
abreast  of  diverse  viewpoints,  we  wc  Pi 
very  much  like  to  receive  a  subscript 
to  Forbes  magazine.  However,  as 
know,  we  are  in  an  Administration  1 
advocates  austerity.  Therefore,  we  wc|.tf, 
very  much  appreciate  it  if  we  could 
ceive   a   complimentary  subsenpti 
Since  I  am  already  paid  up  until  15 
just  stretch  it  four  more  years. 
—W.M.  Buescher 
Special  Assistant  to  Myself 
Pigeon  Forge.  Term. 


Sir-:  The  White  House  should  subsci 
and  transfer  one  of  those  two  Spe- 
Assistants  to  more  productive  tasks. 

— Don  Miller 
Carmel.  Calif. 

Sir:  Did  they  write  to  Mr.  Coffee 
complimentary  brewers  or  Mr.  Burli 
ton  for  complimentary  carpeting? 

—Jane  Highley 
Crown  Point.  Ind. 
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Put  your 
feet  m  our 
hands. 


<5 


it(  .:  You  should  have  felt  complimented 
it  the  White  House  selects  Forbes 
mvei  igazine. 

yy  Lacks 
Kessii  adena,  Calif. 
re  out) 

service  Ve  do —MS¥ 
igh  tha 

'edebi  :  Since  I  feel  it  is  important  for  the 
mifactt  .'sident  of  the  U.S.  to  have  the  best 
.  ormation  available,  I  hope  you  will 
years.  :ept  my  check  (enclosed)  for  $60  to 
tatin|  /er  the  cost  of  a  three-year  subscrip- 
n.  Please  present  it  with  my  compli- 
nts  to  the  President. 
->seph  M.  Magnelli  III 
murgh,  Penna. 

Ve  have. — MSF 


A  car  for  $  1 2— and  less 


:  "  .  .  .  and  this  cartoon's  an  exaggera- 
(Fact  and  Comment,  Mar.  16)  is 
[te  true.  In  1936  three  other  freshmen 
1  I  chipped  in  $3  each  to  take  posses- 
s  [inds  n  of  a  1921  Ford  touring  sedan.  It 
ved  us  faithfully  for  two  years,  earning 
upkeep  as  a  rental  car  for  movie  dates 
>.  stt;  d  other  activities.  When  the  "Vibrate 
;arem  :cial"  gave  out,  we  simply  abandoned 
'.  I  regret  now  we  did  not  show  more 
>reciation. 
?e  B  Cusick 
men  Park,  Calif. 


r  to 


er,  li 


;C0 


In  1933  we  paid  $10,  half  of  which 
s  represented  by  my  old  bicycle.  The 
ler  half,  paid  by  my  partner,  was  cash, 
ere  was  a  gas  war  that  summer.  It  got 
vn  to  13  cents  a  gallon,  but  we  never 
med  to  have  enough  money  to  fill  the 
k  completely. 
'illiam  F.  Barbe>~ 
ibscnr  prado  Springs,  Colo. 


You  say,  "This  cartoon  character 
erpaid."  So  did  you.  In  1928  in  western 
nsas  an  ordinary  M6del  T  went  for  $5. 
:  fancy  convertibles  were  $7.50.  I 
ldn't  afford  either  one. 
byd  P.  Elliott 
eka,  Kans. 


He  was  there,  but . . . 

:  Al  Haig  was  never  superintendent  at 
st  Point  (Trends,  Mar.  2).  He  served 
p  tours  in  the  Tactical  Department, 
e  as  a  Tactical  Officer  and  the  other 
le  as  the  Officer  Commander  of  a  ca- 
regiment. 
t  U$mes  H  Drum 

onel,  U.S.  Army  (Ret.), 
hington,  D  C. 


Meet  the  old  softy.  Walk-Over's  famous  Vel-Flex  classic,  made  with  over  300 
handcrafted  operations.  Write  for  dealer  locations.  Walk-Over,  Bridgewater,  Mass. 
02324.  Dept.  F4.  Tel:  (617)  697-6104. 
Fine  men's  shoes. . .  Since  1874. 


Geo.  E.  Keith  Company  A  Division  of  Official  Industries,  Inc. 


Walkover" 

FINALLY  A  SHOE  THAT  WALKS  AS  GOOD  AS  IT  LOOKS 


LOCATION. 


PRODUCTIVITY. 


For  information,  write  to  the  Arkansas  Industrial  Development  Commission-F 
One  State  Capitol  Mall.  Little  Rock,  Arkansas  72201.  Or  call  (501)  371-7675. 
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The  all-new  Toyota  Cressida. 
Lavish.  Extravagant.  Uniquely 
European  in  look. This  is  a  sedan 
different  from  any  Toyota  you  have 
seen  before. 

Inside,  the  new  Cressida  offers 
every  comfort  and  convenience  fea- 
ture you  could  expect  in  the  world's 
highest-priced  automobiles — and 
then  some.  Power  windows,  cruise 
control,  climate  control  and  AM/FM 
MPX  4-speaker  stereo  are  standard 


equipment,  ot  course. 

But  Cressida's  state-of-the-art 
engineering  includes  much  more. 
Like  a  unique  automatic  shoulder- 
seat  belt  system. The  belt  is  guided 
around  you  by  an  electric  motorl  And 
an  optional  cassette  player  with  am- 
plifier and  graphic  equalizer,  for  the 
ultimate  in  automotive  sound. 

Performance  of  the  Cressida  is 
also  impressive.  Both  the  Cressida 
Sedan  and  5-Door  Wagon  feature 


electronic  fuel  injection  and 
novative  4-speed  automatic  over- 
drive transmission,  to  enhance  the 
new  2.8  liter  engine's  efficiency. 
MacPherson  strut  front  suspension 
assures  a  soft,  controlled  ride. 

The  Toyota  Cressida.  If  you're 
wondering  why  you  should  buy  a 
luxury  car  from  a  company  famous 
for  economy  cars,  you  need  do  only 
one  thing.  Drive  a  Cressida,  and  feel 
how  sumptuous  a  Toyota  can  be. 
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INTRODUCING  THE  1981  CRESSIDA. 

THE  SUMPTUOUS 
TOYOTA. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


QUITE  RIGHT  TO  AX  DUTY  FREE  IMPORTS  FROM  THESE  FIVE 


t  wouldn't  occur  to  many  Americans,  who've  noticed  that 
much  of  what  they  buy  bears  tags  of  origin  from  Taiwan, 
■ng  Kong,  Mexico,  Brazil  and  South  Korea,  that  these  coun- 
ts had  been  given  over  $4  billion  in  special  U.S.  tariff 
hmptions.  These  just-ended  benefits  were  aimed  at  helping 
feveloping  countries." 

|\s  many  U.S.  consumers,  manufacturers  and  importers  can 
itify,  both  Taiwan  and  Hong  Kong  are  way  ahead  of  the  U.S. 


on  a  cost  (and  often  quality)  basis.  Mexico  now  hangs  toug 
with  us  on  its  oil  and  gas  while  making  no  effort  to  curb  tr 
export  of  its  unemployed  citizenry;  South  Korea  knocks  off  U. 
construction  firms  time  and  again  for  multibillions  in  Midd 
East  contracts;  and  Brazil  says  nuts  to  most  of  our  exports. 

Free  trade  is  one  thing  (a  blamed  important  one),  but  tho< 
who  are  capably  clobbering  us  in  the  marketplace  should  sett 
for  equality,  not  subsidy,  when  it  comes  to  the  U.S.  market. 


DEEP-SIXING  THE  PROPOSED  "LAW  OF  THE  SEA" 


jat  least  putting  it  on  ice  is  another  Reagan  Administration 
lion  taken  just  in  the  nick  of  time. 

IVe  were  all  going  along  with  vague  conceptions  of  do- 
pding,  under  the  Heatings  of  Former  Everything  Elliot  Rich- 
Ison,  that  everything  under  the  seas  should  be  under  the 
jitrol  of  the  152  (count-of-the-moment)  countries  with  a 
■ST.  vote. 

Naturally  the  vast  costs  of  finding,  recovering  and  processing 
h  undersea  minerals  as  might  be  found,  might  be  recover- 

e,  might  be  processable  would  be  the  duty  and  responsibility 
he  U.S.  and  the  other  relative  handful  of  nations  with  the 

uisite  technological  and  financial  knowhow. 
he  other  140  or  so,  by  majority  vote,  anteing  up  none  of  the 


costs  and  none  of  the  risks,  would  decide  who  gets  what  of  tr 
haul — if  any. 
Some  deal. 

If  we  spend  billions  to  find  out  if  something  under  the  frt 
seas  is  recoverable  and  useful  at  a  feasible  marketing  cost,  v\ 
or  whosoever  does  it  are  perfectly  capable  of  deciding  tt 
extent  to  which  we  or  they  might  increase  aid  to  underdeve 
oped  countries  or  increase  funding  of  the  World  Bank  or  ho1 
best  to  get  sustenance  to  starving  Africans. 

Leave  all  undersea  decisions  to  the  majority  vote  of  the  likt 
of  Guyana,  Iran,  Cuba,  Albania,  South  Yemen  and  Libya? 

Sure. 

And  thus  be  sure  no  one,  nowhere  benefits. 


FOR  ZIMBABWE'S  MUGABE,  A  NOBEL  PEACE  PRIZE  IS  IN  ORDER 


rime  Minister  Mugabe's  accomplishment  in  avoiding  what 
all  odds  should  have  been  a  fiery  addition  to  the  African 
ldron  is  a  beacon  to  the  world. 

hat  the  U.S.  will  up  aid  to  the  black  government -of  trans- 
ed  Rhodesia  is  right  and  wise.  Much  of  the  money  is  being 


used  to  repurchase  millions  of  acres  of  white-owned  abai 
doned  farmland  for  native  distribution. 

The  Nobel  prize  would  immensely  strengthen  Mugabe 
hand  at  home,  immensely  aid  him  to  keep  doing  what  shoul 
win  him  that  noble  recognition. 


TOP  DEFENSE  HEADKNOCKERS  TOP  NOTCH;  NAVY  HEAD  NEEDS  KNOCKING 

efense  Secretary  Caspar  Weinberger  is  a  first-rate  Reagan  bureaucracy  in  his  previous  Cabineting.  His  tested  budge 

That  he's  had  no  direct  previous  military  involvement —  cutting  eye  is  beyond  price  since  he  will  be  in  charge  of  th 

's  a  disadvantage  at  all — is  more  than  offset  by  his  proven  biggest  projected  U.S.  military  spending  in  peacetime.  Give 

inability  and  his  vast  experience  with  Capitol  Hill  and  the  the  need  and  present  political  climate,  we  could  go  wasteful! 
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shooting  off  $billions  in  a  myriad  of  even  more  complex 
'systems"  at  costs  beyond  estimating. 

His  chosen  Deputy  Secretary,  Frank  Carlucci,  too,  has  a 
>plendid  track  record  through  the  D.C.  jungles.  And,  impor- 
:antly,  as  a  former  Deputy  Director  of  the  CIA,  he's  aware  of 
:he  challenges,  the  scenarios  and  the  stockpiles. 

But  what's  with  Navy  Secretary  John  Lehman  Jr.?  First,  he 
sublicly  knocks  his  Defense  Secretary's  highly  intelligent 


awareness  of  the  possibilities  of  MX  missiles  on  surface  ship 
it  because,  as  former  Navy  Captain  John  Draim  suggests,  si 
unthinking  Navy  brass  think  it  might  have  some  effects  on 
Trident  program?  Having  thus  established  his  expertise, 
Lehman  goes  on  to  urge  the  scrapping  of  existing  arms  aco 
with  Russia.  Maybe  some  untrepidatious  soul  in  his  o] 
should  remind  the  young  (38)  gentleman  that  others  have  1 
appointed  Secretaries  of  Defense  and  State. 
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PRUDENTIAL  SAVED  BACHE  FROM  CANADA'S  BELZBERGS 

Now  who's  going  to  save  Prudential  from  the  sometimes  bottomless  pitfalls  and  costly 
pratfalls  that  have  befallen  so  many  experienced  as  well  as  new  brokerage  hands  and  heads? 

"TO  COPE  WITH  INFLATION,  WHAT  BOOK 


DP 


vould  you  most  recommend?"  I  was  asked  by 
i  Chicago  librarians'  group.  A  twofold  answer: 

Any  and  all  books,  because  if  you  are  reading 
rou're  not  spending — for  entertainment,  baby- 
;itters,  gasoline,  for  records  and  tapes  and  for 
he  multiplying  gizmos  that  provide  super 
ound,  etc.,  ad  infinitum.  Reading  taxes  only 
he  eyes  and  at  no  cost  fuels  the  mind. 

In  other  words,  not  spending  helps  lessen 
nflation's  impact  on  individuals.  If  enough  of 
is  spent  more  time  reading  and  less  time 
pending,  what's  to  inflate  with? 


A  specific  recommendation  for  an  inflat 
coping  book? 

The  Next  Whole  Earth  Catalog.  With 
help  of  this  book,  you  yourself  can  do  plu 
ing  (of  sorts),  fix  the  house  and  everythin 
it,  tinker  with  the  car,  "put  up"  your  gard 
fruits  and  vegetables. 

As  for  all  those  Doomsday  bestsellers,  fo 
them.  The  only  ones  to  benefit  from  tl 
move-out-of-cities-into-country-cellars-ful 
canned-sardines-and-john-paper  books  are 
authors  themselves — in  royalties. 


TO  STAT  IN  THE  PICTURE,  DA  VET  STOCKMAN 

hould  stand  out  of  or  at  least  to  the  side  in  a  few  photographs.  slings  and  arrows  of  jealous  "Get  Davey"  legions.  Our  Dav 
rhe  brilliant  job  he's  doing  doesn't  need  the  constant  hype  of  King  of  the  Wild  Budget  Frontier  and  we  want  to  keep  him 
lashbulbs.  Such  overexposure  exposes  him  to  the  multiplying    of  fusillade  range,  keep  him  roaming  the  Capital  Range. 

MOVIES 


Back  Roads — In  pooling  their  efforts,  two  chronic  losers 
louble  their  losses  at  every  turn,  but  Sally  Field  and  Tommy 
,ee  Jones  are  total  winners  in  what  will  turn  out  to  be  the 
'ear's  most  frolicking,  winsome  comedy.  Dogs  of  War — 
doesn't  really  answer  why  mercenaries — particularly  Ameri- 
ans — hire  out  for  wars  in  unfamiliar,  small  African  or 
Central  American  countries,  but  it's  a  gripping,  near-docu- 
nentary  picture  of  the  whos  and  hows  of  these  for-hire 
ighters.  Every  Man  for  Himself — Frankly,  I'll  never  know 
vhat  the  point  and  purpose  of  this  movie  is — even  though 
eviewers  described  what  it's  supposedly  about.  The  First 
'amily — Despite  the  utterness  of  some  of  the  absurdities  and 
ome  obscenity  overkill,  there's  just  no  way  anyone  can  not 
augh  out  loud  and  often  at  this  movie.  The  Great  Santini — 
^.bout  an  overMarining  Marine  father  who  fails  to  mess  up 
he  Corps  or  his  family.  Superb.  La  Cage  Aux  Folles  II — The 
otally  unforeseen  success  of  the  first  La  Cage,  of  course,  has 
ed  to  Aux  Folles  II.  But  this  infinitely  more  expensive 
iroduction  is  a  bit  heavy  on  the  light  whimsy  about  an  aging, 
ngaging  gay  couple  that  made  the  first  such  good  fun.  Mod- 
rn  Romance — The  nearest  thing  to  a  successful  feature 
novie  monolog  yet.  Though  some  scenes,  such  as  the  High, 


are  dragged  out  too  long,  the  dialog  is  loaded 
laughs.  The  Postman  Always  Rings  Twice — Only  20  i 
utes  less  would  improve  this  early  1930s  American  trag 
where  murder  paid  off  with  only  a  few  fleeting  moment 
happiness  before  their  hearts  and  bodies  burst.  A  real  grij 
Raging  Bull — None  of  the  so-called  Horror  Movie  genre 
come  near  to  this  one  for  real  horror  in  the  brutal  life  ol 
middleweight  champion  Jake  LaMotta  and  all  those 
touched — literally  punching  and  slapping  everyone  he  love 
fought.  The  language  is  as  unmitigatedly  foul  as  the  "hel 
psychopathic  temper.  Return  of  the  Secaucus  7— For  tl 
of  us  twice  their  age,  it's  fascinating  to  see  in  this  superb 
30-year-olds  contrasting  themselves  now  with  their  drearr 
20-year-olds.  I'd  forgotten  that  turning  30  is  a  traum 
experience. 

*    *  * 

America — This  Radio  City  Music  Hall  review  is  inc 
spectacular,  but  paying  lively  musical  tribute  to  the  50  st 
tends  to  make  one  wish  one-third  of  'em — any  one-thi 
could  have  been  condensed  into  one  Number.  To  see 
Music  Hall,  a  real  national  asset,  alive  and  Rocketting, 
most  happy  thing. 
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igan's  budget-cutting  as  hurting  the  poor,  but  wouldn't  it  be 
accurate  to  say  that  the  Reagan  program  hurts  the 
■eaucracy,  which  presumes  to  speak  in  the  name  of  the 
>r?  What  really  hurts  the  poor  is  the  lack  of  job-creating 
nestic  investment.  Since  the  Reagan  program  is  aimed  at 


CHECK  ON  MISTAKES 

'resident  Reagan's  positive  good  humor,  his  buoyant  atti- 
e  doubtless  contribute  as  much  to  his  swift  recovery  as  his 
:ellent  physical  shape.  The  President's  smile,  humor  and  the 
nciples  that  shape  his  genial  demeanor  spring  from  deep 
ininflatj)ivictions.  The  readiness  of  his  wit,  revealed  anew  as  he  was 
eeled  to  the  operating  room,  has  been  oft  displayed, 
lecently,  when  some  of  his  Far  (from)  Right  supporters  and 
vsmen  got  on  the  President's  back  for  naming  David  Stock- 
n  to  head  the  Office  of  Management  &  Budget  on  the 
>  that  in  the  1960s  he'd  been  an  aggressive  antiwar 
ivist,  Reagan's  rejoinder  was  beautiful,  really  beautiful:  "I 
lember  some  of  my  own  views  when  I  was  quite  young.  For 
Jiven's  sake,  I  was  even  a  Democrat." 
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HAS  THE  NUBBIN  OF  REAGAN'S  BUDGET  PLAN  EVER  BEEN  BETTER  PUT? 

'We've  a  question  for  our  media  colleagues:  You  talk  of    alleviating  this  problem,  why  not  call  the  Reagan  prograr 


"pro-thrift"  and  the  Democratic  opposition  "pro-bureaucn 
cy"?  Clarity  of  language.  Is  it  too  much  to  ask  of  headlin 
writers  and  those  who  compose  the  lines  that  anchorme 
utter?" 

— Editor  James  Michaels,  Forbes,  (Mar.  16,  p.  t 

OF  YOUNGER  YEARS 
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AGE 

marinates  those  who  live  long  enough  to  have  some. 


Herewith,  signed  proof  (which  was  recently  acquired  for  th 
Forb  es  collection  of  historical  material). 

Instead  of  being  politically  bruised,  Mr.  Reagan  put  th 
whole  bit  in  perspective.  He  made  an  irrefutable  positive  out  ( 
a  potential  negative. 

WHETHER  ONE  ENDS  UP  A  CYNIC 

or  a  wise  man  depends  on  the  seasoning  added  along  the  wa) 


WILL  TAX  CUTS  MEAN  MORE  INFLATION? 


By  M.S.  Forbes  Jr. 


Many  economists  and  politicos  still 
worry  that  President  Reagan's  pro- 
posed tax  cuts  will  lead  to  higher  defi- 
cits and  hence  more  inflation.  They 
feel  that  the  tax  reductions  should  be 
scaled  back. 

Assume  for  a  moment  that  they  are 
right,  that  the  deficit  does  indeed  go 
higher.  What  would  be  the  impact? 

Contrary  to  conventional  economic 
wisdom,  there's  not  necessarily  much 
correlation  between  a  budget  deficit 
and  the  rate, of  inflation,  or  between 
the  deficit  and  the  level  of  interest 
rates.  A  sizable  budget  shortfall 
needn't  lead  automatically  to  higher 
nominal  interest  rates. 

The  Japanese  and  Germans  routine- 
ly run  comparative  deficits  several 
times  our  own,  yet  both  usually  have 
rates  of  inflation  below  ours.  Last  year 
Japan's  budgetary  red  ink  was  propor- 
tionately four  times  that  of  Washing- 
ton's. But  their  inflation  rate  was  un- 
der 4%  and  ours  about  12%. 

Why?  Dr.  David  Meiselman,  a  not- 
ed economist  at  Virginia  Polytechnic 
Institute  who  is  being  considered  by 
the  President  for  his  Council  of  Eco- 
nomic Advisers,  answers:  "The  size 
of  the  deficit  is  not  the  major  factor  in 


the  inflation  scenario.  The  way  deficit 
is  financed  is  central  to  any  under- 
standing of  the  inflation  process." 

Unlike  the  U.S.,  Germany  and  Ja- 
pan normally  finance  their  shortfalls 
without  resorting  to  the  printing 
press.  It's  paid  for  out  of  existing  sav- 
ings rather  than  by  creating  new  mon- 
ey. "Neither  Japan  nor  Germany," 
Meiselman  notes,  "penalizes  saving 
and  investment  as  severely  as  we  do." 

Even  in  the  U.S.,  the  correlations 
between  deficits  and  inflation  have 
not  always  been  exact.  Our  budget 
deficits  reached  their  highest  levels  in 
1975-76,  yet  interest  rates  fell  during 
that  period,  as  did  inflation. 

Reagan's  tax  cuts  will  make  it  more 
worthwhile  for  people  to  work  and 
invest.  This  will  enlarge  the  tax  base, 
thereby  enabling  the  government  to 
balance  the  budget  by  1984  and  at  the 
same  time  increase  the  savings  pool 
to  finance  the  current  shortfall. 

To  water  down  the  Reagan  tax  pro- 
posals under  the  guise  of  fighting  infla- 
tion will  truly  be  an  example  of  penny- 
wise,  pound-foolish  economics. 

A  WORTHY  REDUCTION 

Sociologists,  psychologists,  anthro- 
pologists and  economists  are  angry 
about  the  Administration's  decision 


to  cut  back  by  80%  federal  research 
funds  for  the  so-called  social  sciences. 
Their  cries  should  be  ignored. 

Grantsmanship  (where  academics 
conjure  up  all  sorts  of  projects  with 
the  sole  object  of  extracting  funds 
from  Uncle  Sam)  has  become  a  favor- 
ite fruitful  undertaking.  Last  year  $1 
billion  was  spent  to  support  research 
in  the  social  sciences.  What  did  we 
get  for  this  outlay?  Thousands  of  re- 
ports, only  a  tiny  fraction  of  which 
anyone  has  read.  Or  could  read.  To 
make  the  most  of  the  most  pedestrian 
observations  or  to  hide  the  fact  they 
have  nothing  really  to  say,  these  "sci- 
entists" have  made  their  writings  ut- 
terly incomprehensible. 

The  Princeton  University  Alumni 
Weekly  ran  an  article  a  few  years  ago 
called  "In  Praise  of  Stark  Lucidity," 
which  warned,  "Ph.D.  illiteracy — im- 
penetrable prose  by  those  who  should 
know  better — has  become  more  the 
rule  than  the  exception."  It  quoted  an 
editor  of  a  leading  college  textbook 
publisher:  "I  literally  don't  know  what 
our  authors  are  talking  about  some- 
times. They  use  this  terrible  language. 
And  their  organization  is  so  poor." 

Two  hundred  million  dollars  to 
support  these  "Ph.D.  illiterates"  is 
probably  still  too  much. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind. -MSF 


Liberals  vs.  Reality 

Liberalism  has  tended  to  ignore  soci- 
ty's  needs  for  savings;  to  take  invest- 
nent  and  the  provision  of  productive 
apacity  for  granted;  and  has  generally 
teen  more  concerned  with  redistributing 
he  benefits  and  mitigating  the  costs  of 
conomic  progress  than  with  protecting 
ts  wellsprings.  .  .  .  Traditional  liberal- 
sm  has  an  inherent  inflationary  bias 
.  .  .  The  welfare .  state  protects  people 
rom  the  unemployment  that  follows  ex- 
essive  wage  demands  and  excessive 
irices,  the  bankruptcies  that  follow  bad 
nanagement  or  bad  luck,  the  destitution 
n  old  age  that  follows  an  improvident 
ailure  to  prepare  for  it  in  advance.  ...  A 
ociety  that  attempts  to  protect  every 
ndividual  from  paying  economic  costs 
nds  up  protecting  nobody  and  burden- 
ng  everybody — with  inflation. 

— Alfred  Kahn,  former  chairman, 
Council  on  Wage  &  Price  Stability, 
The  Economist 

First  Military  Needs  First 

Poor  maintenance  and  personnel 
hortages  have  left  a  third  of  the  armed 
Drees  poorly  prepared  for  combat.  .  .  . 
rhe  Administration  plans  to]  speed  up 
he  conversion  of  fast  commercial  ships 
o  move  a  mechanized  Army  division 
apidly  to  the  Persian  Gulf.  If  more  mon- 
y  is  to  be  spent,  it  should  be  buying 
nother  set  of  such  ships,  more  mum- 
ions,  tactical  missiles,  spare  parts  and 
aying  bonuses  to  skilled  personnel  who 
e-enlist.  .  .  .  Navy  ships  are  languishing 
n  port  for  lack  of  20,000  petty  officers. 

— New  York  Times  editorial 


Critical  Assault 

Writer  Dotson  Rader,  describing  how 
e  and  Tennessee  Williams  were  mugged 
y  five  assailants  in  Key  West: 

"Tennessee  told  them  he  wanted  to 
ing  them  an  old  Baptist  hymn,  while  I 
/as  trying  to  get  him  to  run  away  with 
le.  He  told  them,  'My  name  is  Ten- 
essee  Williams  and  I  do  not  retreat.' 
o  they  beat  me  up.  I  asked  Tennessee 
E  he  knew  who  the  men  were,  and  he 
aid,  'Five  New  York  critics.'  " 

— W 


Puny  but  Powerful  Danger 

The  industrial  democracies  find  and 
roduce  Qaddafi's  oil;  they  pay  high 
rices  for  it;  they  compete  for  his  con- 
racts  and  sell  him  arms;  and  they  toler- 
te  any  abuse  from  him.  The  United 


States  and  its  allies  have  stood  by  for 
more  than  11  years  as  Qaddafi.  shame- 
lessly violated  every  international  norm. 
His  provocations  appear  never  to  rouse 
the  world  to  action;  possibly,  he  will 
even  be  allowed  to  acquire  nuclear  weap- 
ons unchallenged.  Qaddafi's  government 
is  shaky  and  his  army  puny,  yet  no  one 
has  seriously  attempted  to  dislodge  him 
from  power.  (Reportedly  the  Carter  Ad- 
ministration nixed  Sadat's  ideas  along 
these  lines.) 

— Daniel  Pipes,  Wall  Street  Journal 

Coals  to  Newcastle 

As  Chessie's  Jerry  Golbrecht  puts  it: 
"We  are  hauling  solid  trainloads  of  steam 
coal  right  past  American  power  plants 
that  are  still  burning  that  expensive  im- 
ported oil,  with  those  trains  on  their  way 
to  ports  where  the  coal  will  be  dumped 
into  ships  bound  for  overseas  utility 
plants."  Rigid  and  often  unrealistic  envi- 
ronmental restrictions  are,  of  course,  re- 
sponsible for  this  paradox.  Making  it  pos- 
sible for  our  trains  to  haul  some  of  our  coal 
to  our  own  utilities  ought  to  be  a  priority 
item  for  the  new  Administration. 

— Railway  Age 


Crime  High 


Street  [drug)  addicts  are  no  longer 
merely  burglars  who  shy  away  from  rob- 
bery and  mayhem.  The  compelling  need 
for  money  to  support  their  habits  drives 
them  to  violence,  and  often  the  effects  of 


the  drugs  themselves  lead  to  danged 
encounters  as  well.  Says  one  Los  Angl 
policeman:  "We've  got  so  many  I 
around — loonies,  PCP  dusters,  pe«t| 
who  are  walking  around  with  the  illu^ 
of  superhuman  strength  and  aren't  af  | 
of  a  policeman  with  a  gun." 

—71 


If  the  top  business  s 
could  concentrate  on  a  lit\ 
instruction     in  humility 
would   be   helpful.    You  jil 
don't  come  fresh  out  of  bu\ 
ness  school  ready  to  run\ 
large  corporation. 
—Reginald  H.  Jones,  former  G.E.  chain  I 


$8  Million  per  Senator 

Critics  of  a  new  Senate  office  builcl 
now  under  construction  say  its  cost 
risen  to  $200  million  from  the  $50  rl 
lion  first  estimated  in  1972.  That  wd 
out  to  $8  million  for  each  of  the  25  sel 
tors  who  will  be  housed  there  uponl 
completion  in  late  1982  or  early  198^1 
—U.S.  News  &>  World  ReA 


Can  Tou  Bear  It? 

Sirs:  We  went  camping  this  week* 
and  a  bear  ate  my  husband.  I  feel  so 
about  it,  because  there  were  signs  all  c 
the  park  that  specifically  said,  "Do  I 
Feed  the  Bears."  Do  you  think  we'll 
in  trouble? 

Widow  Parker 
Glacial  Campgrounds 
Yellowstone 

— National  Lampc 


"While  diversifying  into  North  Sea  oil  exploration,  new  TV 
channels  and  the  U.S.  property  market,  your  Board  will 
endeavour  to  maintain  our  high  reputation  in  canned  peas." 
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The  Piaget  Polo.Water-resistant  quartz. 
136  grams  of  18K  gold  carved 
link-by-link  into  the  most  dynamic 
sports  watch  ever  made. 


Designed  to  accommodate 
the  most  diverse  lifestyle. 

Shock-resistant.  Water-resistant  to 
three  atmospheres.  You  can  go 
through  the  day  and  night  never 
having  to  take  it  off  your  wrist. 

Styling  and  ruggedness  only 
Piaget  could  combine. 

Rugged  yet  distinctly  elegant  is  the 
uniqueness  of  the  Piaget  Polo.  On 
your  wrist,  it  is  one  continuous 
flow— bracelet  to  case  to  bracelet. 

18  karat  gold  bracelet  down 
to  the  smallest  screw. 

Each  link,  carved  from  a  solid  block 


Each  link  of  the  bracelet  is  handcarved  from  a  solid 
block  of  18K  gold.  And  individually  attached  by  a  tiny 
gold  screw.  The  result  is  a  new  dimension  in  flexibility. 


of  18K  gold,  is  individually  attache^ 
by  tiny  gold  screws.  Piaget  ha 
achieved  a  new  dimension  i: 
beauty  and  flexibility. 

Impeccable  accuracy  is 
inherent  in  a  Piaget. 

The  Piaget  Polo's  electronic  quar  t 
movement  is  completely  hand 
crafted  in  Switzerland,  accurate  t 
within  30  seconds  a  year.  Am 
never  needs  winding.  You  simpl 
replace  the  battery  every  two  years 
The  Piaget  Polo.  For  the  mai 
who  deserves  the  most  dynami 
sports  watch  ever  made. 


PiageI 


For  brochure  send  $1.50  to  Piaget,  Dept.  FB,  650  Fifth  Avenue,  New  York,  New  York,  10019. 


Jean  help  you 
take  the  lines 
out  of  airlines!9 

Chuck  Waters,  Ticket  Agent 


We're  American  Airlines 
Doing  what  we  do  best 


Hurry  out  to  the  airport,  wait  for  a 
boarding  pass,  and  hope  you  get  the 
seat  you  want.  Most  airlines  waste 
your  time  that  way  tor  every  flight, 
even  if  you  already  have  your  reser- 
vations and  tickets. 

But  American  has  a  better  way. 

We  can  pre-reserve  your  seat  on 
any  American  flight,  up  to  eleven 
months  in  advance,  and  hold  it  for 


you  right  up  to  15  minutes  before 
your  scheduled  departure. 

We  can  also  give  you  all  your 
boarding  passes  at  once  — for  your 
entire  trip,  including  connecting 
and  return  flights  anywhere  in  the 
continental  U.S.  and  Canada. 

All  you  have  to  do  is  ask  for  them 
when  you  check  in  for  your  first 
flight.  Then,  for  the  rest  of  your 


flights,  just  be  in  your  reserved  seat 
at  least  5  minutes  before  scheduled 
departure  time. 

It's  a  great  way  to  save  time  and 
avoid  lines,  but  it  wouldn't  work 
without  courteous,  efficient  people 
like  Ticket  Agent  Chuck  Waters.  It 
takes  the  best  people  to  make  the  best 
airline.  Chuck  is  one  of  them,  and 
we  thought  vou'd  like  to  meet  him. 


What's  Ahead  for  Business 


\ 


It  s  now  sinking  in 
that  the  Fed  will 
continue  pressing 
on  the  brakes 


Bankruptcies  are 
double  the  number 
of  a  year  ago 


The  stock  market 
is  stuck,  buoyed 
by  value  and  pressed 
by  high  interest  rates 


FORBES'  FORECASTS:  ON  TARGET 

This  is  as  good  a  time  as  any  to  look  back  over  our  assessments  of  t 
economy  so  far  this  year  and  see  how  close  to  the  mark  we  have  been. 
In  our  issue  dated  Jan.  5,  we  warned  readers  to  be  prepared  to  live  wi 
superhigh  interest  rates  at  least  until  late  summer.  The  prime  rate  has  cor 
down  since  then  from  a  peak  of  21V2%,  but  seems  to  be  sticking  pret 
stubbornly  at  17% -plus.  Meanwhile,  long-term  interest  rates  have  be 
creeping  up  to  new  heights  after  the  bond  market  went  into  what  the  Wt 
Street  Journal  called  a  "free  fall"  in  early  April.  Long-term  Treasuri< 
typified  by  the  123/4%  bonds  of  2010,  sold  at  1 10  at  the  start  of  the  year  ai 
dropped  below  96  in  early  April.  It  is  now  sinking  in  that  the  Fed  w 
continue  pressing  on  the  brakes  until  such  time  as  it  can  see  actu 
reductions  in  government  spending  and  a  slower  rate  of  inflation. 

On  Jan.  19,  when  most  economists  were  predicting  a  flat  to  declining  trei 
in  the  economy,  we  predicted  that  it  would  remain  strong.  Consume 
cutting  back  on  spending,  we  pointed  out,  was  only  part  of  the  stoi 
Despite  moribund  auto  and  housing  sales,  we  noted,  spending  on  plant  ai 
equipment,  defense  and  electronics  would  more  than  take  up  the  slack. 

In  early  February  we  predicted  spectacular  corporate  failures.  Tb 
dire  prediction  has  not  come  to  pass.  Chrysler  seems  to  have  squeak 
through  for  now,  and  both  Braniff  and  International  Harvester  made  dei 
with  their  bankers  to  avert  the  worst.  Still,  the  bankruptcy  figures  a 
mounting.  More  than  150  businesses  with  liabilities  of  $100,000  or  more  a 
failing  each  week,  almost  double  the  number  of  a  year  ago. 

In  February  we  predicted  trouble  for  Germany  and  the  rest  of  Weste 
Europe;  recently  the  press  has  been  full  of  stories  about  the  signs  of  stress 
the  German  economy.  We  said:  "Lower  European  demand  will  force  worl 
wide  commodity  prices  down"  in  spite  of  the  unexpected  strength  in  i. 
U.S.  economy.  Tin,  for  example,  traded  at  $7.03  per  pound  on  the  sp 
market  in  April  [vs.  $7.76  in  January),  beef  at  93  cents  a  pound  [vs.  $1.01) 

Early  in  the  year  we  also  predicted  that  housing  and  oil  prices  "are  large 
spent  forces"  as  far  as  inflation  is  concerned.  The  average  price  of  a  house 
virtually  unchanged  from  last  summer.  Recently  Mexico  shaved  $2  from  t; 
price  of  its  oil,  and  oil  shares  have  been  spectacularly  weak  this  spring  < 
reports  of  a  growing  squeeze  in  retail  prices  caused  by  a  glut  in  supplies. 

With  our  predictions  generally  on  target  so  far  this  year,  we  think 
worthwhile  repeating  our  forecast  for  the  rest  of  the  year: 

Continued  extreme  fluctuations  in  interest  rates  around  a  high  figure. 

Business  remaining  strong  but  kept  within  bounds  by  a  Fed  determined  n 
to  panic. 

A  gradual  slide  in  inflation  and  in  interest  rates. 

The  stock  market  is  likely  to  remain  stuck  in  a  narrow  range,  buoyed  1 
the  obvious  value  behind  most  common  stocks  but  pressed  down  by  tl 
competition  from  high  interest  rates. 

By  year-end  we  see  the  inflation  rate  down  to  8%  and  long-term  intere 
rates  at  10%.  There  will  be  a  lot  of  seesawing  in  between,  but  the  mood 
the  country  and  the  forces  at  work  within  the  economy  suggest  that  bo 
inflation  and  interest  rates  have  reached  their  cyclical  peaks  and  are  headii 
down.  But  slowly,  painfully  slowly. 
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The  Forbes  Index 
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The  Forbes  Index  Components 


Heading  for  a  peak.  The  Forbes  In- 
dex is  still  rising — but  at  the  slowest 
rate  since  it  turned  up  last  August. 
Most  of  the  current  oomph  conies 
from  manufacturers'  new  orders  and 
inventories,  both  of  which  are  still 
increasing  at  a  brisk  clip.  Unemploy- 
ment claims,  however,  also  have  a 
good-news  flavor.  They  are  now  fall- 
ing, after  a  big  jump  early  in  the  year. 
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The  Forbes  Index  is  a  measure  ot  U.S.  economic  activity 

composed  of  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 

manufacturers'  inventories 

Total  retail  sales 
New  housing  starts 
Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  nght. 
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Consumer  price  indexes  (1967  =  100) 
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Audi  4000  4E  $9,210.00  suggested  retail  price,  P.O.E.  Transportation,  local  taxes  and  dealer  delivery  charges  additional.  Photograph  —  Ramsau,  Bavaria. 


Surprising  as  it  is,  the  cars  most  pre- 
pared for  the  realities  of  the  modern  world 
are  those  built  in  the  old  world.  Here  in 
dngolstadt,  Germany. 

In  this  ancient  city  by  the  Danube, 
Audi  engineers  build  automobiles  with 
the  foresight  of  their  forebears. 

To  wit,  an  Audi  is  as  ready  for  the  rigors 
of  Interstate  80  as  it  is  for  the  medieval 
roads  of  Charlemagne. 


The  4000  4E  can  cruise  at  5  5 .  Or  100 . 1 1 
is  the  epitome  of  efficiency  and  economy. 
EPA  estimated  [26]  mpg,  41  mpg  est. 
highway.  (Use  the  "estimated  mpg"  for 
comparison.  Mpg  varies  with  speed,  trip 
length,  weather.  Actual  highway  mpg 
will  probably  be  less.) 

It  has  a  fuel-injected  engine,  front- 
wheel  drive  pioneered  by  Audi  a  half 
century  ago,  a  refined  five-speed  trans- 

Audi 


mission,  advanced  suspension  and  out- 
standing ergonomics. 

Indeed,  the  4000  4E  is  an  exhilarating 
sports  sedan. 

For  your  nearest  Porsche  Audi  dealer, 
please  telephone  (800)  447-4700.  In  Illi- 
nois, (800)  322-4400. 

PORSCHE  AUDS 

NOTHING  EVEN  COMES  CLOSE 


rhe  rewrite  arrived  from  New  York 
it 729  times  the  speed  of  sound. 


You've  just  changed  the  last  act  in  Man- 
hattan. But  the  cameras  and  dollar  signs 
are  rolling  in  Hollywood.  Enter  the  3M 
"9600"  Digital  Facsimile  Transceiver.  In 
just  twenty  seconds,  this  remarkable 
transceiver  can  send  an  exact  duplicate 
anywhere  in  the  world. 

When  3M  heard  about  this  need  for 
speed,  and  accuracy,  we  put  our  years  of 
copier  experience  to  work.  Because  at 


3M,  we're  in  the  business  of  hearing. 
By  listening  to  people's  needs,  we've 
been  able  to  solve  all  sorts  of  problems 
with  new  ideas  and  innovative  products 
like  our  "9600"  Digital  Facsimile  Trans- 
ceiver. 

In  fact,  3M  has  entered  the  voice,  video 
and  data  communications  field  with  over 
600  products. 


If  you  think  you  might  have  an  applic 
tion  for  our  technologies  and  produc 
write  us  today  for  a  free  3M  Voice,  V 
and  Data  Communication  Brochure: 
Department  050204/3M,  P.O.  Box 
4039,  St.  Paul,  MN  55104. 

Or  better  yet,  let  us  hear  from  you  ri< 
now.  Call  toll-free:  1-800-323-1718, 

Operator  365.  (Illinois  residents  call 
1-800-942-8881) 

3M  hears  you... 
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LEARJET  55 
FAA  CERTIFICATED* 
ARCH  18, 1981 


Certificated  under  FAR  25  Air  Transport  Category  regula- 
ions;  the  same  rigid  standards  governing  certification  of 
he  worlds  latest  and  largest  jet  airliners.  Certification  is 
vithout  restrictions,  permitting  the  Learjet  55  to  fly  into 
mown  icing  conditions,  at  night,  and  under  Instrument 
•light  Rules  (IFR). 


^earjet  55:  Large  cabin  comfort  with  fuel- 
ifficient  economy 

Certification  of  the  new  large  cabin,  highly  fuel- 
sfficient  Learjet  55  heralds  a  new  era  in  business 
ransportation,  and  adds  an  important  dimension  to 
jearjet's  heritage  of  innovative  excellence. 

It's  an  aircraft  sculpted  out  of  tradition  which  be- 
;an  in  1964  with  the  original  six -passenger  Learjet, 
he  world's  first  jet  aircraft  built  specifically  for  busi- 
less.  And  continued  in  1974  with  the  eight-passenger 
^earjet  35,  which  opened  a  new  era  in  fuel -efficient, 
ligh  performance  business  jet  operations. 

Featuring  advanced  winglet  technology,  combined 
vith  efficient  turbofan  engines  and  sleek  airframe 
lesign,  the  new  Learjet  55  provides  fuel-thrifty  quali- 
ies  approached  only  by  the  Learjet  35A.  Up  to  27 
mssenger  miles  flown  on  every  gallon  of  fuel. 

deliveries  begin  this  month 

While  others  are  still  designing  and  developing, 
he  large  cabin  Learjet  55  is  here.  Deliveries  begin 
his  month.  Mackie  Mott,  our  vice  president  -  domes- 
ic  marketing,  or  Phil  Lovett,  senior  vice  president  - 
narketing,  will  be  glad  to  provide  specifics.  They 
)oth  can  be  reached  at  (602)  294-4422. 

Gates  Learjet  Corporation.  P.O.  Box  11186,  Tucson, 
\rizona,  85734,  USA.  Telex:  666-408 


Five  Learjet  55s  now  flying  have 
amassed  more  than  1,000  hours  of  reli- 
able performance.  The  55  has  range 
capability  for  nonstop  transcontinental 
flights. 
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Large  cabin,  standup  aisle  comfort  is  a  reality  in  the  new 
Learjet  55.  Special  features  include  standup  aft  lavatory  and 
exterior  baggage  loading  capability. 

Gates  Learjet 

Prepared  for  a  dynamic  decade.  " 


ft 


Forbes 

\oney  and  politics  make  the  strangest  friends. 
I  you're  at  a  restaurant  in  Bucharest,  don't 
Y  surprised  if  there's  a  sheikh  at  the  next  table. 

The  new 
odd  couple 


By  Thomas  O'Donnell 
with  Anne  Bagamery 

ny  banker  worth  his  three-piece 
B  suit  knows  that  there  is  opportu- 
•  nity  in  every  crisis.  And  the  cur- 
t  problems  in  Poland  are  no  excep- 
n:  They  offer  OPEC  the  chance  to 
;in  playing  a  role  in  international  fi- 
ice  that  could  someday  rival  its  world- 
Jde  dominance  in  energy. 
j)uch  clout  could  come  if  OPEC's  cash- 
ji  banks  bail  out  supposedly  more  so- 
il sticated  and  experienced  Western 
ders  that  are  awash  with  suddenly 
.  ky  looking  loans  to  Eastern  Europe, 
e  seven  Communist  countries  already 
e  $80  billion  to  Western  banks,  and 
|y  will  soon  need  billions  more.  "With 
I  money  that  is  necessary,  OPEC  will 
|e  to  step  in,"  predicts  a  Citibanker 
(Be  to  the  scene. 

tf  he  is  right,  the  implications  for  the 
jrld  economy  are  enormous.  Until  re- 
ply, OPEC  has  avoided  playing  poli- 
ji  with  its  fantastic  wealth.  Fully  50% 
|ts  $150  billion  surplus  sits  in  super- 
k,  short-term  bank  certificates  of  de- 
lit.  Despite  arm-twisting  by  the  Inter- 
ional  Monetary  Fund,  oil  producers 
long  balked  at  lending  to  energy- 
irt  less-developed  countries, 
jo  why  should  OPEC  now  channel 
ids  to  Eastern  Europe?  "The  Mideast 
:ions  may  be  filled  with  sheepherders 
I  tent  dwellers,  but  the  leaders  are 
hly  sophisticated,"  says  Richard 
ing,  president  of  Young  Research  & 
)lishing,  a  Newport,  R.I. -based  mone- 
'  research  firm.  "Many  have  Harvard 


M.B.A.s.  They  believe  they  have  a  good 
chance  of  being  paid  back  by  the  Europe- 
ans. They  also  believe  that  lending  to  the 
LDCs  is  like  throwing  money  down  a 
rathole." 

Beyond  that,  OPEC  is  taking  in  so 
much  money — its  surplus  is  expected  to 


Leaky  umbrella? 

Eastern  bloc  debt  to  Western  banks  has 
tripled  since  1975,  largely  because  of 
the  "umbrella"  theory  that  the 
U.S.S.R.  will  back  up  those  debts.  The 
theory  is  untested,  but  the  bloc  (except 
Poland)  may  still  be  a  reasonable  risk. 


Comecon's  debt  to  Western  banks  (Sbillions) 


 I  !  Li  I  L_  

75     76       77       78        79       '80  '81* 

•  Estimates 

Source:  Bankers  Trust  Co. 


top  $1  trillion  by  1985 — that  it  mus 
diversify.  The  Eastern  European  nation 
of  Comecon  (the  Soviet-dominate 
Council  for  Mutual  Economic  Aid)  ai 
perhaps  the  best  of  a  bad  lot  of  hat-ir 
hand  borrowers.  Already,  Libya,  Kuwa 
and  Algeria  have  placed  several  hundre 
million  on  deposit  with  Comecon  bank: 
Lenders  in  the  Gulf  are  also  arrangin 
medium-term  credits  such  as  January 
$200  million,  eight-year  loan  that  Ara 
Bank  and  the  National  Bank  of  Kuwa: 
helped  syndicate  for  Romania. 

Except  for  Poland,  OPEC  believes  thi 
the  Eastern  bloc  is  still  a  comparative! 
good  business  risk.  The  OECD  agrees  an< 
as  evidence,  cites  Comecon's  trade  def 
cit,  which  went  from  $7.1  billion  in  197 
to  a  surplus  of  $2  billion  in  1979.  With  th 
exception  of  Poland,  in  fact,  the  pric 
Comecon  countries  have  had  to  pay  fc 
money  has  actually  decreased  in  recer 
years  as  maturities  have  lengthened.  Pre 
miums  above  the  London  interbank-o 
fered  rate,  for  example,  which  hovere 
around  1%  in  1977  on  medium-terr 
loans,  have  fallen  to  5/8%  or  even  1/2% .  A 
the  same  time,  the  term  of  a  typical  loa 
has  jumped  from  six  to  ten  years. 

Still,  OPEC's  major  reason  for  cozyin 
up  to  Comecon  may  not  be  economic 
"OPEC  now  wants  to  use  its  lending  a 
an  instrument  of  statemanship,"  e> 
plains  Donald  Green,  a  Chase  Manhai 
tan  Bank  vice  president.  Surprisingly 
that  might  help  the  West.  Any  direc 
links  between  OPEC  and  oil  importer 
reduces  the  burden  of  recycling  petrodo! 
lars.  Beyond  that,  if  OPEC's  money  me 
become  involved  with  borrowers  in  Bi: 
charest,  Prague  or  Sofia,  they  are  de fach 
front-line  participants  in  the  interns 
tional  banking  system.  That  is  some 
thing  oil  producers  have  studiousl 
avoided  and  Western  democracies  hav 
long  hoped  to  see. 

There  may  be  another  plus  in  this  buc 
ding  alliance.  Now  much  of  the  Soviets 
clout  both  with  the  West  and  with  it 
Comecon  allies  comes  from  its  positio: 
as  bailer-out  of  last  resort — the  so-calle 
"umbrella  theory"  that  the  U.S.S.R.  wi] 
back  up  the  bloc's  debts.  With  OPEC  oi 
the  scene,  however,  the  equation  be 
comes  more  complicated,  and  Soviet  in 
fluence  is  probably  eroded.  The  Arab 
and  the  Eastern  Europeans  may  appea 
the  oddest  of  odd  couples  on  the  politica 
landscape  of  the  Eighties.  But,  for  th 
moment,  the  closer  they  get  the  happie 
U.S.  bankers  and  diplomats  will  be.  ■ 
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By  Phyllis  Berman 


Entrepreneurs  and  investors,  promoters  and 
fakers  are  playing  Vancouver  these  days — the 
worlds  hottest  stock  market. 


Not  for 
faint  hearts 
or  slow  wits 


new  public  companies  on  the  bustling 
exchange.  Houston  oil  analyst  John  Ol- 
son of  Rotan  Mosle  calls  the  VSE  the 
"biggest  and  best  venture  capital  market 
in  the  world"  and  says,  only  half  in  jest, 
that  "half  the  oil  operators  in  Houston 
are  planning  to  take  a  company  public 
there  this  year." 

The  VSE  estimates  that  only  half  its 
volume  comes  from  Canadians,  many 
seeking  investments  in  U.S.  oil  and  gas 
now  that  Prime  Minister  Trudeau's  gov- 
ernment has  soured  the  action  at  home 
(Forbes,  Apr.  13)-  Another  one-third 
comes  from  the  U.S.  and  the  remaining 
15%  from  overseas — the  U.K.,  Switzer- 
land, West  Germany.  Suddenly,  it  seems, 
the  74-year-old  VSE,  once  a  typical  Cana- 
dian penny-mining  stock  market,  has  be- 
come the  hot  stock  mecca  to  the  world. 

The  average  price  of  a  share  has  risen 
to  $2.80  from  $1.02  three  years  ago  and 
the  VSE  hosts  such  major  brokerage 
firms  as  U.S.  biggies  Merrill  Lynch, 
Bache  and  Paine  Webber.  Member  firms 
now  number  47  and  the  price  of  a  seat 
has  risen  to  $65,000  from  $5,000  since 
mid- 1979.  It's  a  market  where  issues  can 
go  public  and  simply  take  off. 

In  some  quarters  the  VSE  is  viewed 


A crowd  of  210  traders  fill  a  win- 
dowless  room  in  an  aging,  four- 
story  building  on  a  side  street  off 
the  Vancouver  waterfront.  In  the  din  of 
voices,  a  shout  breaks  clear:  "Bid  l3Vi  on 
the  United  Westland."  A  chalk  boy  runs 
to  the  board  that  lines  one  wail  and 
writes  the  bid  under  the  company's  sym- 
bol along  with  the  number  of  the  offering 
member  firm.  Immediately,  a  broker  for 
a  seller. at  l3Vi  dashes  to  the  bidder  and 
the  trade  is  made. 

Primitive  it  may  be,  but  the  site  of  that 
transaction  is  currently  the  most  active 
stock  market  in  Canada,  the  Vancouver 
Stock  Exchange.  Last  year  1.72  billion 
shares  traded  on  the  VSE,  a  total  value  of 
$4.4  billion  (Canadian),  and  the  tiny 
bumptious  marketplace  accounted  for 
11%  of  Canada's  stock  trading,  up  from 
6.4%  in  1979. 

More  than  1,200  companies  are  listed 
on  the  VSE  these  days,  almost  all  of  them 
related  to  mining  or  oil  and  gas  explora- 
tion and  production  and  many  of  them 
engaged  in  oil  and  gas  drilling  in  the  U.S. 
Oilmen  in  Houston  and  Denver  and 
points  beyond  trek  to  Vancouver  to  float 


Chalkboard  and  room  of  the  Vancouver  Stock  Exchange 

Honey  raised  on  a  lick,  a  promise  and  a  geologist's  letter. 


with  disdain,  if  not  alarm,  as  a  playgro 
for  hotshot  promoters  pushing  questi 
able  merchandise.  In  reply,  suppor 
and  governors  point  to  the  British  Coll 
bian  Superintendent  of  Brokers,  In 
ance  and  Real  Estate — the  provin 
equivalent  of  the  Securities  &  Excha 
Commission — and  new  managemen 
the  VSE,  which  jointly  cracked  dowi 
1977  on  such  scams  as  promoters  quk 
dumping  shares  of  newly  public  con 
nies  or  selling  junk  mining  or  oil 
pects  into  public  entities  they  had  rec 
ly  formed.  Along  with  computers  to  n 
itor  trading,  and  an  elegant 
headquarters  to  which  the  VSE  move 
June,  the  VSE  has  acquired  a  more  ri 
ous  administration,  say  its  suppori 
VSE  Chairman  Robert  Atkinson, 
also  heads  a  Vancouver  institutiona 
search  firm,  says  that  is  why  it  has  gai 
so  much  action.  "We  can't  be  doing 
billion  a  year  if  it's  just  a  rogue's  game 
that  simple,"  says  Atkinson. 

How  simple  is  it?  Mike  Caswel 
Houston  oilman  who  has  worked  as 
erything  from  roughneck  to  petroh 
engineer,  is  taking  his  company,  T| 
Sevens  Resources,  public  on  the 
soon.  He  went  to  the  VSE,  he  says, 
cause  it  offers  lower  cost  and  less 
manding  regulation.  He  and  his  ex 
tive  vice  president,  Dick  Bowes,  a 
time    bond    salesman    at  Saloi 
Brothers,  first  approached  investn 
bankers  in  Dallas  and  Denver.  In  Da 
says  Bowes,  "the  answer  was  one, 
don't  earn  enough  and  two,  it  will 
$200,000  to  $300,000  and  one  year  I 
public.  In  Denver  they  wanted  us  to  ■ 
40  million  shares  at  ten  cents  eac] 
that  they  could  trade  the  crap  ou 
them  and  make  a  bunch  of  money." 

Four  months  and  $28,000  later,  T 
Sevens  will  soon  be  a  public  compan 
the  VSE,  if  all  goes  according  to  schec 
Caswell,  who  flashes  14-karat  gold, 
rig-shaped  cuff  links,  first  issued  shar 
at  30  cents  to  $  1 .25  apiece — to  some  e 
backers  like  Graham  Dawson,  head 
big  Canadian  construction  firm  and 
rector  of  the  Bank  of  Montreal.  Wher 
company  eventually  goes  public  at  $ 
per  share  Caswell  and  some  backers 
get  an  immediate  eightfold  return.  B 
ers  who  put  up  cash  for  shares  before 
public  offering  may  sell  25%  as  soo 
the  company  goes  public,  then  25° 
each  three-month  period  therea 
Those  who  exchanged  property  for  sh 
may  sell  15%  of  them  twice  a  year  . 
the  public  offering. 

A  prospectus,  naturally,  accompa 
the  sale  of  stock — the  $2.50  per  s 
sale — to  the  public.  The  Superintende 
Brokers  must  approve  the  prospectus, 
it  relies  on  a  report  by  a  petroleum  ge 
gist.  That  report,  plus  a  cover  letter  sta 
the  geologist's  qualifications,  makes 
large  part  of  any  VSE  prospectus.  1 
good  is  the  word  of  a  geologist  who  is 
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/  the  issuing  company  for  his  services? 
nswers  Robert  Fay,  a  governor  of  the  VSE 
id  a  Vancouver  investment  banker: 
Look,  we  can't  police  these  geologists. 
:-]hey  are  policed  by  their  professional  as- 
provi  ciations.  Maybe  they  can  get  away  with 
bcit  ie,  maybe  two,  bad  reports.  But  after 
gerriei  at,  they  would  be  found  out.  And  their 
_  ,  ports  wouldn't  be  accepted  again." 
irsqij  Both  the  VSE  and  the  Superintendent  of 
lie  cot  okers  must  be  satisfied  that  the  issuer 
n  oil  [  is  some  capital.  To  get  on  the  VSE  curb 
>r  junior  companies),  you  must  have  at 
::uoq  ast  150  shareholders  of  record  (exclusive 
gant    insiders),  at  least  $15,000  in  working 
.  pital  above  that  required  for  current 
ans,  must  have  sold  250,000  shares  and 
suppor  management  must  satisfy  the  Exchange 
nson.  at  it  has  expertise  in  its  prime  area  of 
utiona  ;ideavor."  The  full  listing  calls  for  200 
has ga  (.areholders,  excess  working  capital  of 
doimlrt  less  than  $50,000  (although  if  you're 
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All  of  Teleprompter  s  stockholders  are  equal 
only  some  are  more  equal  than  others. 


Waiting 
for  the  dough 


the  curb  for  awhile  and  have  traded  in 
orderly  manner,  this  requirement  can 
waived)  and  a  mining  or  oil  property 
!at  "can  be  shown  to  have  some  poten- 
il  merit."  "Expertise"  and  "potential 
T  erit,"  of  course,  are  terms  that  defy  pre- 
;e  definition. 

The  truth  is,  oil  and  gas  or  mining  is 
i,vays  high-risk,  especially  when  pros- 
ctors  are  raising  money  with  little  more 
an  a  lick  and  a  promise.  Sophisticated 
j  vestors  know  how  to  take  the  good  with 
4s  bad,  and  the  VSE  offers  both. 
,  \?y  An  example  of  the  one  is  Dov  Amir, 
:    Israeli-born    petroleum  engineer 
sident   of   United   Westland,  who 
rned  to  the  VSE  three  years  ago  with  a 
,   3ribund  company  that  owned  a  few 
significant  producing  wells  in  Califor- 
i.  He  sold  200,000  shares  at  40  cents 
h  to  recapitalize,  and  today  United 
jatet  ]  :stland  has  interests  in  30  U.S.  wells,  a 
..  .  :ent  $13.50  share  price,  a  NASDAQ 
tosclu  ptation  and  its  eye  on  an  American 

,, ,  >ck  Exchange  listing, 
tied shar  Put  another  example  is  Donald  John- 
osom(  ;n,  formerly  a  Vancouver  broker,  who 
in  y  pk  Sea  Gold  Oil  Corp.  public  in  October. 
[rmanij  /e  made  a  deal  with  two  mining  geolo- 
I  jts  I  knew  to  put  their  little  possible  gold 
...  ne  into  the  company  in  exchange  for  a 
block  of  escrow  stock, "  says  Johnston, 
at  when  my  friends  in  Vancouver, 
ere  I'd  been  a  broker  for  25  years,  heard 
were  going  on  the  VSE,  they  all  wanted 
iece.  So  I  issued  700,000  shares  at  a 
tie,  and  then  issued  400,000  shares  to 
:  public  at  $1.  Some  of  the  really  big 
Ties  around  here  got  those  insider 
ires."  The  underwriters,  Continental, 
rlisle,  Douglas  and  Peter  Brown's  Can- 
in  Investment  Corp.,  split  a  20%  com- 
ission  on  each  $1  share — 3  times  U.S. 
nmission  rates.  Brown's  firm  is  said  to 
\re  earned  more  last  year  than  any  other 
nadian  investment  house. 
■ieed  we  go  on?  If  you  have  faint  heart 
ilow  wits,  steer  clear  of  the  Vancouver 
:hange.  It's  that  simple.  ■ 


By  Allan  Sloan 


Teleprompters  Cooke 


It  was  a  strange  sight.  After 
the  close  of  what  was  billed  as 
Teleprompter  Corp.'s  final 
stockholders'  meeting,  some 
holders  descended  like  locusts 
on  trays  of  leftover  miniature 
Danish  pastry,  wrapping  doz- 
ens of  the  delicacies  for  home 
consumption. 

That  hungry  behavior  was 
kind  of  symbolic,  however, 
when  you  realize  how  long 
these  people  had  been  wait- 
ing to  see  any  dough  from 
Teleprompter. 

It  has  been  six  months  now  since 
Westinghouse  announced  its  bold,  bil- 
lion-dollar bid  for  Teleprompter  (Forbes, 
Nov.  10,  1980),  but  most  shareholders  are 
still  waiting  for  their  $38  a  share. 

Teleprompter  says  they'll  get  their 
money  in  June  or  July,  if  things  go  well.  If 
things  go  badly,  it  could  take  longer. 

But  Teleprompter 's  big  insider  share- 
holders don't  have  to  worry,  because  they 
got  paid  in  January.  The  buyer,  eager  to 
avoid  a  bidding  war  for  control  of  the 
nation's  second-largest  cable  television 
company,  bought  the  insiders'  27.9% 
stake  (plus  1.8%  more  in  the  open  market) 
to  forestall  rival  offers.  That  made  sense 
from  Westinghouse's  point  of  view.  But 
before  it  antes  up  for  the  remaining  70%, 
Westinghouse  understandably  wants  to 
have  all  its  acquisition  paperwork  in  order, 
including  FCC  approvals. 

But  money  has  time  value.  The  market 
is  saying  that  the  time  value  is  worth  $4 
a  share  in  this  case.  If  ordinary  share- 
holders wish  to  sell  their  shares  they 
would  have  to  settle  for  a  recent  price  of 
$34  a  share — an  1 1  %  discount  from  what 
some  insiders  have  already  pocketed. 

On  top  of  getting  paid  earlier,  some 
Teleprompter  insiders  got  pretty  good 
deals  for  themselves. 


Take  Allen  &  Co.  Inc.  Whi 
one  affiliate  of  the  New  Yor 
brokerage  house  and  membei 
of  the  Allen  family  sol 
170,000  Teleprompter  share 
to  Westinghouse,  Allen  &.  G 
Inc.  was  getting  $800,000  froi 
Teleprompter  for  a  "fairne; 
letter"  saying  that  $38  a  shai 
was  reasonable.  Some  Wa 
Streeters  consider  that  fee  ui 
usually  high  for  the  servic 
rendered. 

Or  take  Jack  Kent  Cook 
Teleprompter 's  biggest  shar 
holder  and  the  man  who  g( 
Westinghouse  to  offer  to  bu 
the  company.  On  top  of  being  paid  f< 
1.88  million  shares,  Cooke  got  a  13-ye: 
"consulting"  contract  totaling  $4.65  mi 
lion.  Should  Cooke,  68,  not  make  it  to  tl 
age  of  81,  Westinghouse  will  pay  the  fe< 
to  one  of  his  personal  companies. 

"We  said,  'The  service  you're  provii 
ing  is  worth  X  dollars,'  and  he  chose  to  I 
paid  that  way,"  said  Dan  Ritchie,  head  i 
Westinghouse  Broadcasting.  Anyway,  \ 
says,  "to  Jack  Kent  Cooke,  what's  ai 
other  $100,000,  give  or  take?" 

Cooke  and  the  Wrather  Corp.,  Tel 
prompter's  second-largest  shareholde 
were  paid  in  a  better  way  than  casi 
Most  of  their  money  is  in  Westinghou: 
notes  (13%  annual  interest,  all  of  it  pr 
paid)  due  Jan.  2,  1982,  but  callable  earlii 
at  Cooke's  or  Wrather's  option. 

If  capital  gains  taxes  are  lowered  ne: 
year,  Cooke  and  Wrather  can  book  the 
profit  in  1982,  while  having  been  pai 
nicely  for  waiting.  That's  an  opportunii 
other  Teleprompter  shareholders  migl 
have  found  appealing.  There's  nothir 
illegal  about  giving  control-block  stocl 
holders  a  better  deal  than  ordinary  stocl 
holders.  That's  life. 

Cooke  declines  to  discuss  any  of  th 
because  of  a  stockholder  suit  filed  again: 
him  shortly  after  Teleprompter  maile 
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proxy  material  for  the  meeting.  The  suit 
seeks  $50  a  share,  $200  million  more 
than  Westinghouse  is  paying.  As  it  is, 
the  deal  will  cost  Westinghouse  $650 
million  for  Teleprompter  stock,  plus 
$210  million  in  assumed  debt  and  over 
$150  million  to  upgrade  some  of  Tele- 
prompter's  aging  cable  systems.  That 
adds  up  to  a  nice  $1  billion.  Westing- 

■HHDHHHi 


By  Jane  Carmichael 


Rubik's  Cube  is  possibly  the  hot- 
test new  toy  since  the  Hula  Hoop, 
and  you  would  think  the  com- 
pany that  sells  it  would  be  rolling  in 
money.  Last  year  crazed  addicts  the 
world  over  bought  4.5  million  of  the  dia- 
bolical geometric  puzzles.  In  the  U.S., 
toy  departments  sell  out  hours  after  ship- 
ments arrive.  In  Japan,  people  line  up  the 
night  before  deliveries  are  due,  like  rock 
music  fans  for  Rolling  Stones  tickets. 

Then  figure  this  one  out:  Ideal  Toy 
Corp.,  maker  and  marketer  of  the  fa- 
mous cube,/atf  an  estimated  $19  million 
on  revenues  of  $135  million  in  the  fiscal 
year  that  ended  in  January.  That's  rough- 
ly as  much  as  the  New  York-based  com- 
pany earned  in  the  entire  decade  of  the 
Seventies,  and  the  red  ink  comes  despite 
an  estimated  $3  million  pretax  profit 
from  Rubik's  Cube  in  the  U.S.  alone. 
Never  mind  foreign  sales  and  licensing 
fees.  Instead  of  reveling  in  their  success, 
Ideal's  executives  see  the  company's 
stock  selling  well  below  book  value  and 
plot  takeover  defenses. 

What  happened?  For  starters,  econom- 
ic uncertainty  and  high  interest  rates 
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house  feels  it  got  a  bargain.  It  will  take  a 
good  while  to  find  out. 

The  sale  was  approved  after  a  raucous 
meeting  at  which  a  few  Teleprompter 
shareholders  berated  Cooke  for  selling 
out  cheap.  That's  foolishness,  of  course. 
If  someone  had  been  willing  to  pay  more 
than  Westinghouse,  Cooke  had  the 
most  to  gain.  The  $4.65  million  in  "con- 


hurt  the  entire  toy  industry,  where  liber- 
al credit  arrangements  are  standard.  It's 
not  unusual  for  a  manufacturer  to  carry 
customers  from  the  Toy  Fair  in  February, 
when  orders  begin  to  be  placed,  until  the 
fourth  quarter,  when  Christmas  ship- 
ments are  delivered.  But  Ideal  com- 
pounded its  problems.  It  poured  millions 
into  a  number  of  new,  high-priced  elec- 
tronic games  and  dolls  it  was  counting 
on  as  flagships  for  its  1980  season. 

But  retailers  worried  that  customers 
would  cut  spending  on  toys.  Result:  Not 
only  did  buyers  fail  to  order  Ideal's  ex- 
pensive items,  they  lost  enthusiasm  for 
the  rest  of  the  line.  Not  even  Rubik's 
Cube  could  save  the  day.  In  the  toy  busi- 
ness you  can't  rely  on  one  winning  prod- 
uct— not  even  a  runaway  success. 

Ideal's  executive  vice  president,  Joseph 
Winkler,  concedes  the  point.  "Rubik's 
Cube  is  by  no  means  the  keystone  to  our 
recovery,"  he  says.  "It  will  probably  rep- 
resent less  than  10%  of  our  volume  in 
the  U.S.  this  year,  maybe  a  little  more 
overseas."  Winkler  claims  Ideal  has 
learned  its  lesson  and  is  sticking  to  low- 
er-priced merchandise  this  year.  In  1980 
the  most  expensive  item  in  his  line 
wholesaled  for  $39.95.  This  year  it's  $20, 
and  so  far,  he  claims,  orders  are  strong. 
They  had  better  be:  As  of  Oct.  30,  1980, 
the  latest  figures  available,  Ideal  had 
some  $56  million  in  short-term  liabili- 
ties, nearly  double  its  working  capital. 

For  the  moment,  retailers  seem  to  like 
Ideal's  new  Sky-Writer,  an  electronic 
wand  that  spells  out  words  in  the  air 
when  waved.  Missing  Link,  another  geo- 


sulting"  fees  over  13  years  isn't  wo 
more  than  an  extra  $2  on  1.88  mill] 
shares  of  stock. 

Cooke,  who  chain-smoked  his  vi 
through    the    stockholders'  meeti 
didn't  hit  the  Danish  table  after  the 
deal  ended.  With  $80  million  of  Wi 
inghouse's  money  in  his  pocket, 
didn't  need  any  more  dough.  ■ 


metrical  puzzle,  will  sell  to  the  Rubi 
Cube  crowd.  And  Ideal  is  reintroduc: 
some  of  its  former  successes.  Te; 
America,  for  example,  resembles  Ide< 
popular  Evel  Knievel  toy,  which  flopj 
three  years  ago  after  Knievel  pleac 
guilty  to  assaulting  a  TV  executi 
"They've  brought  back  all  their  old  tc 
and  dolls,  which,  if  you're  in  trouble 
not  a  stupid  thing  to  do,"  says  Thon 
Kully  of  Chicago's  William  Blair  &  0 

That  may  be  a  desperation  attempt 
solve  Ideal's  fundamental  problem:  It  1 
always   been   a  mood-of-the-mom« 
company,  introducing  new,  heavily 
vertised  toys  every  year.  Rubik's  Cu 
which  was  invented  by  a  Hungarian 
chitecture  professor  to  help  his  stude: 
visualize  in  three  dimensions,  is  an 
ample  of  how  such  a  strategy  can  pay  t 
But  without  a  line  of  such  old  reliables 
Mattel's  Barbie  dolls  or  Parker  Brothe 
board  games,  Ideal  has  little  to  fall  hi 
on  in  rough  times.  Retailers  today 
cautious  about  taking  on  unproved  m 
chandise,  and  Ideal  can't  afford  the  ri; 
of  its  former  ways. 

"You  need  a  certain  amount  of  sta: 
product  to  balance  promotional  produ 
because  you  won't  hit  a  Rubik's  Ci 
every  year,"  says  one  major  retailer.  Ir« 
ically,  there  are  even  problems  with 
persellers.  Says  Ian  McDermott,  sen 
buyer  for  the  exclusive  FA.O.  Schw 
chain,  "Every  retailer  in  the  country 
hopping  mad  because  we  cannot  get  F 
bik's  Cube."  Richard  Weintraub,  Ide: 
vice  president-operations,  says  capac 
is  only  now  reaching  the  point  where 
can  fill  orders  quickly.  Meanwhile, 
has  been  keeping  customers  happy  w 
air  shipments,  eroding  margins. 

On  top  of  that,  Ideal  cut  the  cub 
wholesale  price  from  $6.19  to  $3.99  ji 
after  Christmas.  Its  goal  is  to  discour; 
retailers  from  stocking  the  dozen  or 
cheaper  knockoffs  now  flooding  the  mi 
ket.  One  toy  buyer,  for  example,  claim 
South  Korean  cube  is  much  better  ma 
Ideal  says  the  price  cut  reflects  the  eco 
omy  of  producing  the  cubes  in  the  Car 
bean  and  the  Far  East  instead  of  only 
Hungary.  Still,  critics  question  the  w 
dom  of  discounting  any  hot  item. 

Rubik's  Cube  might  be  buying  time 
Ideal.  If  nothing  else,  it  helps  the  firr 
salesmen  get  a  foot  in  the  door.  But  < 
mand  for  the  cube  should  peak  this  ye 
If  Ideal's  1981  line  isn't  a  success,  t 
company's  future  is  indeed  a  puzzle.  I 
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Retailers  can't  keep  Rubik's  Cube  in  stock.  But 
Ideal  Toy,  the  company  that  makes  this  best- 
selling  puzzle,  is  posting  record  losses. 

Figure 
this  one  out 


veden's  humanistic  dream  has  become  an 
conomic  nightmare,  but  the  Swedes  seem 
nable  to  change.  There  s  a  moral  here. 

How  Sweden's 
middle  road 
lecomes  a  dead  end 


?den's  Reagan,  70-year-old  Costa  Bohman,  economics  minister-  and  Conservative  leader 
wed.es  work.  They  work  on  their  cottages,  they  work  on  their  boats." 


By  Jerry  Flint 

rHis  is  the  story  of  a  little  nation 
that  wanted  everything.  Material 
wealth,  good  food,  fine  homes, 
i'omobiles,  boats,  country  cottages 
jl  long  vacations.  The  people  stayed 
:  of  wars,  worked  hard  and  earned  all 
ise  things.  But  these  people  wanted 
lurity,  too,  and  equality,  and  medical 
fe  for  the  sick,  pay  for  the  jobless, 
ty  pensions  for  the  old  folks.  They 
>nted  to  be  understanding  about  chil- 
n,  about  crime,  about  sex,  about 
rk.  They  didn't  want  to  make  any- 


one do  anything  he  didn't  want  to  do. 

But  this  story  of  a  little  nation  that 
wanted  to  build  a  truly  humane  and 
egalitarian  society  is  also  a  story  about 
the  perils  of  the  welfare  state  and  the 
dangers  of  trying  to  legislate  human 
happiness.  Sweden  is  the  welfare  soci- 
ety carried  to  its  logical  conclusion.  Put 
bluntly,  that  society  seems  to  be  near- 
ing  a  dead  end. 

Sweden's  national  budget  deficit  was 
less  than  $1  billion  in  1976;  this  year  it 
will  be  $12  billion  and  next  year  $15 
billion.  Since  Sweden's  population  of 
8.4  million  is  only  one-twenty-seventh 


the  U.S.  population,  a  comparable  bud- 
get deficit  here  would  run  $200  billion, 
adjusted  for  different  budget  methods. 

This  in  spite  of  a  crushing  tax  bur- 
den. Value-added  taxes,  a  kind  of  hid- 
den sales  levy,  add  about  23.5%  to  ev- 
erything. Swedish  income  tax  rates  hit 
50%  at  $13,300  and  80%  at  $28,000. 

The  state,  in  short,  takes  most  of 
what  people  earn  and  returns  to  them 
what  it  thinks  they  are  entitled  to. 
During  the  past  decade,  while  the  gross 
domestic  product  increased  2%  a  year, 
public  spending  was  increasing  6%  to 
7%.  Today  there  are  more  government 
employees  in  Sweden  than  industrial 
workers.  All  told,  the  various  govern- 
ment bodies  take  65%  of  the  gross  na- 
tional product,  vs.  33%  in  the  U.S. 

Under  the  circumstances,  it  isn't  sur- 
prising that  many  Swedes  have  adopted 
a  relaxed  attitude  toward  work.  Why 
not,  when  not  working  pays  almost  as 
well  as  working  and  when  working 
very  hard  brings  scant  rewards?  Not 
surprisingly,  this  hurts  productivity. 
Quips  one  Swedish  executive:  "20%  ab- 
senteeism is  something  we  can  plan 
for,  but  we  don't  know  what  would 
happen  if  everyone  showed  up  one  day. 
Chaos!" 

Is  there  a  David  Stockman  in  the 
house?  So  far,  no.  Sweden  is  living  be- 
yond its  means  in  a  manner  that  makes 
the  U.S.  look  positively  frugal. 

It  should  surprise  nobody  that  Swedish 
goods  are  high  priced  in  world  markets 
while  the  local  economy  continues  to 
gulp  imported  goods  at  a  horrendous  rate. 
The  result  is  a  yawning  trade  deficit. 
"Last  year  we  borrowed  abroad  more 
than  $5  billion,  and  $5  billion  more  this 
year,"  says  Kurt  Eklof,  vice  president  of 
the  National  Bank  of  Sweden,  the  coun- 
try's federal  reserve.  "What  bothers  me," 
says  Rudolf  Jalakas,  economist  of  the 
Svenska  Handelsbanken,  "is  that  we  bor- 
row ioxeating." 

The  day  of  reckoning  looked  very  dis- 
tant, pre-OPEC.  But,  whereas  in  the  mid- 
Seventies,  Sweden's  oil  import  bill  ran 
about  $2.6  billion  a  year,  it  will  hit  $7 
billion  this  year — nearly  $1,000  for  each 
Swedish  man,  woman  and  child.  Still,  a 
hefty  minority  blocked  expansion  of  nu- 
clear energy  for  years  and  the  issue  was 
settled  only  after  a  plebiscite.  The  com- 
promise: run  12  nuclear  plants,  but  only 
for  25  years.  After  that,  who  knows? 

But  oil  was  only  one  of  the  reasons — 
and  not  the  major  one — that  many 
Swedes  feel  shaken.  Says  PC.  Jersild, 
one  of  Sweden's  best-known  authors. 
"We  have  a  feeling  of  security  in  this 
country.  Suddenly  we  have  to  adjust  to 
a  new  situation,  that  we  are  not  living 
in  a  kind  of  paradise." 

But  the  Swedes  still  strive  for  para- 
dise, no  matter  how  futile  the  quest  or 
how  high  the  cost.  Listen  to  Marquis 
Childs  describe  youth  "prisons"  in  his 


IBES,  APRIL  27,  1981 


35 


most  recent  book,  Sweden.  The  Middle 

Way  on  Trial: 

Run  by  the  National  Board  of 
Health  and  Welfare,  a  staff  of  more 
than  1,000  cares  for  475  young  peo- 
ple between  the  ages  of  fifteen  and 
eighteen.  This  means  $100  to  $120  a 
day  per  "pupil,"  as  they  are  known, 
or  $36,000  to  $43,000  a  year.  Five  of 
the  institutions  are  coed,  and  the 
young  are  free  to  pair  off  as  they 
please,  with  the  girls  given  the  pill 
or  other  forms  of  contraception,  if  at 
times  there  are  errors,  the  answer  is 
abortion.  Some  of  the  18  institutions 
have  locked  units  where  life  is  more 
restricted,  but  no  youth  may  be  kept 
in  such  a  unit  for  more  than  two 
months.  Does  this  permissive  treat- 
ment result  in  rehabilitation  for  the 
offenders?  National  Board  specialists 
are  frank  to  say  no. 

Listen  to  Go'sta  Bohman,  econom- 
ics minister  and  feisty  leader  of 
the  Conservative  bloc  in  the  rul- 
ing coalition.  He  has  to  pay  for  budget- 
busting  items  like  public  day-care  cen- 
ters. "The  net  cost  for  each  child  is 
40,000  Swedish  crowns  [$8,900  a  yearj." 
For  a  fraction  of  that,  you  can  hire  baby 
sitters,  he  complains. 

Many  Swedes  still  live  in  a  never-never 
land  where  the  state  can  do  everything 
and  where  every  idealistic  whim  can  be 
realized.  The  powerful  antinuclear  move- 
ment seems  utterly  out  of  place  in  a 
nation  completely  dependent  on  foreign 
oil  imports.  Lars  Nabseth,  president  of 
the  Federation  of  Swedish  Industries, 
sees  a  bitter  humor  in  the  situation.  "We 
have  politicians  that  say  we  can  have  a 
mining  industry — but  not  uranium.  We 
can  have  iron  ore,  but  of  course  we  can't 
sell  it.  We  need  industry,  but  not  alumi- 
num; and  if  we  sell  weapons  that  kill 
people  we  must  sell  them  to  those  who 
don't  use  weapons — and  that's  a  very 
limited  market.  I  could  go  on  like  this," 
he  laments. 

"I  think  we  have  seen  the  best  years 
already,  the  Sixties,  the  Seventies,  they 
were  the  golden  years  of  steady  eco- 
nomic growth.  It  was.  very  easy  to  be  a 
politician  then,"  says  Ola  Ullsten,  lead- 
er of  Sweden's  Liberal  Party,  part  of  the 
ruling  coalition  and  onetime  prime 
minister.  "You  only  had  to  elaborate  on 
how  to  distribute  the  wealth.  Now  you 
have  to  do  something  much  more  diffi- 
cult: distribute  the  burdens." 

How  do  you  do  that  in  a  town  like 
Kiruna,  450  miles  north  of  Stockholm? 
The  welfare  state  has  made  life  pleasant 
in  Kiruna,  where  once  it  was  harsh. 
Kiruna  is  a  one-industry  town,  and  the 
work  is  burrowing  underground  to  get 
at  three  square  miles  of  iron  ore  inside 
the  mountain.  Kiruna  is  87  miles  north 
of  the  Arctic  Circle,  which  means  it's 
dark  day  and  night  in  the  winter,  and 
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there's  a  midnight  sun  in  the  summer. 
"There's  a  two-hole  golf  course,  but  you 
can  play  24  hours  a  day — when  it's  not 
covered  with  snow,"  guffaws  Ture  As- 
plund,  an  executive  of  LKAB,  the  big 
government-owned  mining  company. 
"You  get  used  to  it,"  everyone  says  in 
Kiruna,  but  what's  harder  to  get  used  to 
is  the  collapse  of.the  iron  ore  business. 

Competition  from  open  pit  mines  in 
Brazil  and  Australia  is  killing  Kiruna, 
where  a  miner  earns  $1,600  a  month 
and  the  company  pays  another  40%  of 
that  in  social  welfare  taxes.  Then  there 
is  the  now-disdained  phosphorous  con- 
tent of  Kiruna's  ore.  Last  year  LKAB 
lost  $67  million;  this  year  it's  expected 
to  lose  another  $167  million.  The  work 
force  of  7,000  has  been  cut  by  1,400 
through  attrition;  another  1,000  should 
go,  say  mine  officials  who  haven't  had 
the  courage  to  do  it  in  a  state  where 
unemployment  is  frowned  upon.  A  cost- 
ly new  palletizing  plant  to  be  finished 
this  summer  may  start  up  and  then 
close  down  if  business  doesn't  get  bet- 
ter. Worse,  if  the  company  is  to  be  in 
business  in  1990  it  will  need  new  tun- 
nels 3,500  feet  beneath  the  mountain 
top.  That's  a  $300  million  job,  but  can 
Sweden  afford  to  keep  spending  on  such 
money-losing  industries? 

Unemployment  in  Kiruna  is  12%  to 
16%  (in  all  Sweden,  unemployment 
runs  about  2%,  or  6%  if  you  count 
those  put  on  public  works  and  retrain- 
ing programs).  "It's  mostly  young  peo- 
ple and  women  out  of  work,"  says  Lars 
Essling,  chairman  of  the  municipal 
council,  "1,500  out  of  25,000  in  the 
city.  It's  very  difficult  for  us,  for  fam- 
ilies. The  youngsters  must  go  south  to 
find  jobs." 

Sounds  terrible,  doesn't  it?  An  old 
mining  town  in  West  Virginia  with 
snow  and  dark,  long,  lines  at  the  dole 
window,  sad-eyed  people  and  tumble- 
down shacks.  Wrong,  because  this  is 
Sweden,  the  ultimate  welfare  state. 

Kiruna  is  as  pretty  a  town  as  you'll  see, 
handsome  ten-story  apartment  buildings 
spotted  among  the  single-family  homes, 
rows  of  stores  with  up-to-date  fashions, 
even  there,  north  of  the  Arctic  Circle, 
spick-and-span  streets  and  new  shiny 
cars.  And  at  the  Hotel  Ferrum  on  a  Tues- 
day night — Tuesday,  not  Saturday — hun- 
dreds of  handsome  well-dressed  young- 
sters jam  the  large  restaurant  and  dance 
floor,  drinking  whiskey  at  $7  to  $8  a  shot 
(alcohol  is  heavily  taxed  but  that  doesn't 
discourage  drinking).  A  couple  dozen 
youngsters  are  always  outside  the  hotel 
doors,  waiting  in  below-zero  weather  for 
someone  to  leave  so  they  can  get  in.  They 
party  five  nights  a  week  in  the  Ferrum. 

How  can  you  take  any  of  these  good- 
ies away?  Kiruna,  like  all  of  Sweden,  is 
living  high  on  borrowed  money.  At  the 
mine,  absenteeism  still  runs  20%. 
Large  numbers  of  Finns  (even  a  Swed- 


ish citizen  of  Finnish  descent  is  sti 
Finn  in  homogeneous  Sweden)  worl 
the  mines,  and  in  Kiruna  they  still 
that  old  joke:  "You  can  tell  the  Fi 
from  the  Swedes.  The  Finns  are  w« 
ing."  Pensions,  retraining  money 
mine  subsidies  keep  Kiruna  prospen 
Says  one  Kiruna  man:  "I  have  a  ne 
bor.  He's  60  years  old  and  retired  c 
pension,  90%  of  pay.  He  owns  a  ho 
a  vacation  cottage,  a  Volvo  three  yi 
old,  two  snowmobiles — that's  $7,0( 
and  his  son  is  30  and  still  in  scl 
[free,  paid  for  by  the  state) — and 


complains  about  the  taxes." 

For    generations,     liberal  ideal 
dreamed  of  a  society  like  Swed  [ 
where  want  would  be  abolished  andl 
would  be  as  secure  as  humans  o 
make  it.  In  return,  the  common 
would    work   hard,    inspired  by 
knowledge  that  the  fruits  of  his  II 
were  his;  he  would  take  care  of  socj 
because  society  would  take  care  of 
Only  it  doesn't  work  that  way.  C| 
comfortable  and  secure,  people  seel 
to  relax.  Things  began  to  go  wrong.) 
example: 

•  Productivity.  In  1973  Sweden'; 
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trial  productivity  matched  the  other 
stern  industrialized  nations',  but 
;e  then  has  steadily  fallen  behind:  a 
I  gain  in  seven  years  for  the  industri- 
ed  countries,  against  18%  in  Sweden. 
>uses  Economics  Minister  Bohman, 
called  the  Ronald  Reagan  of  Sweden: 
vredes  do  not  lose  their  capacity  to 
'k.  They  work  on  their  cottages,  they 
k  on  their  boats,  but  they  don't  work 
heir  jobs." 

Costs.  The  hardest  blow  was  a 
o  increase  in  industrial  wages  during 
4-76,  and  the  welfare  taxes — 40%  of 


the  industry  slump  and  from  Far  East- 
ern competition;  the  iron  ore,  steel 
mills  and  paper  pulp.  Just  as  the  U.S. 
government  moved  to  save  Chrysler, 
the  Swedish  government  moved  to  save 
its  companies,  only  more  so.  "We 
didn't  realize  that  in  ships,  steel,  pulp, 
they  were  structural  problems.  We  said 
let's  sweat  it  out,  and  pumped  40  bil- 
lion crowns  [$9  billion]  into  them," 
says  Bo  Ekman,  senior  vice  president  of 
Volvo,  Sweden's  largest  manufacturer 
(cars,  trucks,  earth-moving  equipment). 
Admits  Bohman:  "We  took  over  half 


One  effect  of  the  ill-fated  rescue: 
Workers  refused  to  leave  failing  indus- 
tries. In  1979  Volvo  tried  to  hire  90 
extra  men  a  week;  it  could  lure  only  40 
a  week  from  all  of  Sweden,  losing  busi- 
ness while  the  Gothenburg  shipyards,  a 
mile  or  two  away,  were  overstocked 
with  subsidized  workers  on  moneylos- 
ing  projects.  Says  Gunnar  Eliasson, 
president  of  the  Industrial  Institute  for 
Economic  &  Social  Research,  "You 
know,  between  1935  and  1950  Swedish 
agricultural  employment  went  from 
650,000  to  225,000.  That  corresponds 


mnstrating  against  nuclear  plants  in  Stockholm.  Sweden's  energy  problem:  no  oil,  no  gas,  no  coal 

issue  was  settled,  by  a  plebiscite  decision  to  run  a  dozen  nuclear  plants  for  25  years.  After  that,  who  knows? 


oil — go  up  with  pay.  "Other  cost 
ieases  and  weak  improvement  in 

uctivity  in  Swedish  industry  result- 
h  a  deterioration  of  competitiveness 
>  losses  of  market  shares  for  both 
|gn  and  domestic  markets,"  says  a 
imon  Brothers-First  Boston  prospec- 
jfor  Sweden's  foreign  borrowing.  The 
lit,  with  the  growing  oil  bill,  is  mas- 
I  deficits  in  the  balance  on  current 
!>unt.  Per  capita,  Sweden's  deficit 
[year  would  be  equivalent  to  a  $135 

on  payments  deficit  for  the  U.S. 
[The  collapse  of  key  industries  in 

late  Seventies:  the  shipyards  from 


our  steel  industry,  we  took  over  the 
shipyards." 

There  was  political  cowardice:  The 
"bourgeois"  coalition,  as  it  is  called, 
drove  the  Social  Democrats  from  office 
in  1976,  the  first  SD  defeat  in  44  years. 
But  the  victors,  in  power,  were  timo- 
rous. "This  new  government  was  al- 
most allergic  to  unemployment,"  says 
Handelsbanken  economist  Jalakas. 
"The  Social  Democrats  had  warned  the 
people  that  if  you  elect  a  non-Socialist 
government  you  will  be  punished  by 
unemployment,  so  they  [the  new  gov- 
ernment] were  weak  on  this." 


to  a  major  shipyard  closing  every  sec- 
ond month  for  30  years.  And  guess 
what?  Nobody  cared.  It  was  spread  out, 
nothing  in  the  media.  Now  if  we  close  a 
factory  with  500  employees,  well,  the 
media  is  very  efficient  and  it  makes 
these  structural  adjustments  difficult." 

That's  a  problem  for  the  entire  indus- 
trial world:  By  and  large,  TV  and  the 
press  don't  understand  economics  but 
they  can  count;  up  to  a  point.  Thus 
unemployment  figures  become  front- 
page news,  likely  as  not  out  of  context. 

So  much  for  the  problems.  What  are 
the  solutions?  That's  where  the  trouble 
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lies.  The  current  government  is  to  the 
right  of  the  Social  Democrats,  but  di- 
vided within  itself.  Bohman's  Conser- 
vatives are  growing  in  popularity  and 
talk  of  rolling  back  some  of  the  social 
welfare  system,  but  their  partner,  like 
Ullsten  of  the  Liberals,  wants  to  slow 
welfare  spending  growth,  not  reduce  it. 
The  prime  minister,  Thorbjdrn  Falldin, 
leader  of  the  Center  Party,  is  consid- 
ered rock-like,  which  helps  in  Sweden. 
Trouble  is,  Falldin's  convictions  do  not 
match  his  integrity;  economically  and 
politically  he's  a  compromiser,  as  befits 
a  compromise  candidate. 

Not  only  is  the  moderate  coalition 
divided,  it  has  only  a  one-vote 
majority  in  Parliament,  which 
makes  dramatic  action  difficult.  Take 
taxes:  Marginal  rates  are  so  high  that 
highly  skilled  workers  and  executives 
end  up  with  little  more  take-home 
pay   than   the   less  talented.  That's 
close  to  being  the  ultimate  in  egalitar- 
lanism,  but  given  mankind's  selfish 
nature,  it  penalizes  productivity. 

Nils  Lundgren,  chief  economist  at 
the  PK  Bank  and  a  well-known  Social 
Democrat,  criticizes  the  system  his 
party  built:  "If  you  have  a  higher  edu- 
cation or  work  harder,  you  might  not 
get  much  more.  Or,  if  you  can't  find 
work,  it  won't  make  much  differ- 
ence." So,  he  says,  most  people  want 
those  high  marginal  tax  rates  cut.  "It's 
not  because  we  changed  our  minds 
that  you  shouldn't  have  that  much 
equality.  It's  that  we  say  the  efficien- 
cy effects  of  it  are  too  detrimental,  so 
we'll  trade  off  the  other  way  a  bit." 

Lundgren  draws  on  his  personal  ex- 
perience. He's  got  a  boat,  and  he  re- 
pairs it  himself,  because  to  get  the 
$1,000  to  pay  for  repairs  he'd  have  to 
earn  $5,000;  the  man  who  did  the 
work  would  keep  only  $200 — "If  he 
reported  it." 

"That's  why  we've  got  a  big  black 
market  [underground  economy],"  says 
Conservative  Bohman. 

So  what  is  the  government  waiting 
for?  Why  not  a  Kemp-Roth  deal  for 
Sweden  ?  The  present  finance  minister 
wants  to  cut  marginal  tax  rates  to  50% 
for  up  to  120,000  crowns  ($26,700)  and 
70%  to  75%  for  the  highest  brackets, 
instead  of  85%. 

But  the  leftist  Social  Democrats  have 
different  views.  "The  Conservatives 
have  been  saying  for  20  years  that  we 
should  have  lower  marginal  tax  rates — 
and  now  we  say  yes,"  says  Palme,  the  SD 
leader.  But  he  then  complicates  the  issue 
by  saying  that  the  money  lost  should  be 
made  up  by  closing  off  tax  deductions  for 
the  middle  and  upper  classes.  "You  can't 
say,  'Now  we  have  to  tighten  the  belt, 
now  we  have  to  all  stand  together,  now 
we  have  to  fight  for  the  nation's  future, 
now  we  have  to  have  austerity,'  and  then 
start  by  giving  yourself  a  $20,000  tax 


cut."  In  short,  the  socialists  in  Sweden, 
like  ultraliberals  in  the  U.S.,  recognize 
that  the  tax  system  hurts  incentives  but 
are  so  committed  to  soaking  the  rich 
that  they  can't  free  themselves  from  the 
old  ideological  bounds.  Like  Teddy  Ken- 
nedy, they  see  every  concession  to  eco- 
nomic incentives  as  robbing  the  poor  to 
help  the  rich. 

Some  Swedes — and  Swede-watchers 
— still  draw  hope  from  the  fact  that 
both  Right  and  Left  now  agree  on  the 
need  for  belt-tightening  and  for  better 
profits.  After  the  latest  round  of  wage 
negotiations  this  year,  both  the  unions 
and  employers  signed  the  following 
statement  that  said: 

"Our  standard  of  living  rests  on  pro- 
ductive work  and  is  not  created  by 
grants  and  subsidies  paid  for  out  of  bor- 
rowing. The  value  of  work  must  there- 

O/of  Palme,  the  opposition  Socialist  leader 
"The  Conservatives  have  been  saying  for 
20  years  that  we  should  have  lower  mar- 
ginal tax  rates— and  now  we  say  yes." 


fore  be  recognized,  profit-earning  capac- 
ity strengthened,  and  employment  op- 
portunities regenerated  in  industry  and 
commerce."  Nice  words,  but  what 
about  the  contract?  Remember,  last 
year's  labor-management  war  closed 
down  the  whole  country. 

The  contract  looked  good  on  paper. 
Its  first  year  carried  an  average  increase 
of  3.6%,  the  second,  3.5%  (this  became 
the  pattern  for  all  Sweden).  Climbing 
oil  prices  were  knocked  from  the  infla- 
tion escalator  and  blue-collar  workers 
and  employers  wrote  their  pact  so  as  to 
chip  3%  of  the  gain  from  some  of  the 
white-collar  unions  that  usually  follow 
the  pattern.  The  fine  print,  however, 
was  something  else  again.  Individual 
companies  negotiate  local  pacts  with 
additional  pay,  what  Swedes  call  "wage 


drift."  Add  it  all  together,  includi 
money  for  the  inflation  escalator,  a 
1981  pay  will  be  up  9.5%,  next  yl 
maybe  7.5%.  Good,  but  not  sensation 

Worse,  the  apparent  agreement 
tween  Left  and  Right  on  economic  i 
cessities  masks  widely  differing  god 
The  Left  wants  what  might  be  cal 
trade-union  socialism — ultimate  cont 
of  the  economy  by  unions,  a  modifi 
tion  of  the  Yugoslavian  model.  Take  I 
so-called  wage-earner  funds  proposed 
the  Left  as  an  answer  to  industry's 
vestment  needs.  A  certain  part  of  cor] 
rate  profits  would  be  retained  untaxed, 
return  firms  would  issue  common  shai 
to  semipublic  or  union-connected  fun 
"We  are  telling  the  industrialists:  'Yoi 
get  your  profits,  but  we  are  getting 
share  of  the  influence  on  how  to  mv 
them,'  "  says  Clas-Eric  Odhner,  ch 

economist  of  the  LO,  the  trade  uni 

federation. 

To  an  American,  it  sounds  li 
slow  nationalization.  "Yes, 
introduces  some  new  own> 
and  ultimately  they  will  have  soi 
power.  If  there's  a  problem  after  25 
30  years,  we  can  change  it,"  says 
cialist  ex-premier  Palme.  Those  re 
suring  words  don't  help;  Swedish  bt 
nessmen  have  the  willies  about  th 
Indeed,  a  Swedish  psychologist,  ask 
what  put  his  patients  on  the  cou< 
replies,  "Codetermination,"  whi 
means  sharing  decision  making  w 
the  workers.  Patients  are  frustrai 
because  they  meet  and  debate  w 
workers — but  can't  get  the  job  doi 
Swedish  employers  say  they  will  fij 
the  Social  Democrats  on  the  w; 
earner  funds  issue  and  believe 
might  cause  left  wingers,  now  lead] 
polls,  to  lose  in  next  year's  electio: 

The  employers  don't  object  to 
ting  aside  some  of  their  profits  ir 
tax-free  fund  for  buying  stock, 
they  propose  that  the  shares  be  c 
tributed  to  individual  employees 
stead  of  to  organizations.  There  is 
profound  fundamental  philosphical  c 
ference  between  the  two  proposals. 

Thus  behind  the  apparently  pragm 
ic  attitude  of  this  Scandinavian  peo] 
lies  a  possibly  irreconcilable  split  in  ii 
ology,  almost  a  religious  schism.  Vv 
the  voters  in  the  end  blame  their  trc 
bles  on  the  socialists  or  on  the  capit 
ists?  Will  they  accept  less  egalitan; 
ism  for  a  better-functioning  econon 
Maybe  not.  "Envy,"  concedes  autl 
Jersild,  "is  the  Swedish  disease." 

In  the  end,  the  problems  of  t 
Swedes  are  the  problems  of  the  ent 
industrial  world.  The  advanced  den 
cratic  nations  have  confounded  K 
Marx  by  making  the  masses  partners 
progress.  But  in  Sweden  as  in  the  U 
the  welfare  state  seems  to  have  coi 
to  a  dead  end.  What  now  for  Swedt 
What  now  for  us  all?  ■ 
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1 1981  Volkswagen  of  America 


Bolter  get  to  a  Volkswagen      ulll  KSWDIIlN  IiPL  K  KKIll  lN   anniversary  Volkswagens. 

dealer  like  quicksilver,  we're  eel-  JJHlEEHHf  2%rw£wwSE%  Rabbit.  Dasher.  Scirocco.  Jetta. 

sbrating  25  years  of  being  Volkswagen  OK  VFAR Q  flp  RFINll  Vana9on- And  our  suPer  sporty  Pickup, 
n  America.  In  this  festive  mood,  4LU  I  L#ll  IU  Ul  VLII1U  What  a  time  to  buy  a  Volkswagen 

/ve're  offering  silver  anniversary  Iffll  IfQIAf  AlvFlil  IN  AAJ1FRIPA  Tne  Price  of  silver  may  never 
trices  and  deals  on  all  our  silver  VULIwYWHULIl  111  HIYIEIHUH.  be  better. 


Drices  and  deals  on  all  our  silver 


be  better. 


Fresh  meat  for  a  third 

of  America  ■  supermarkets 

couldn't  operate  without  hygienic, 
convenient,  pre-wrapped  packages  of 
fresh  meat.  Goodyear  plays  a  big  role  in 
providing  them.  One  out  of  every  three 
such  packages  bought  in  the  United 
States  is  wrapped  in 
Goodyear  film.  It  keeps 
meat  fresh  and  clean 
from  the  butcher  s 
block  to  your 
refrigerator. 


Whatever  car 
you  drive,  big 
or  small,  domestic 
or  imported, 

Goodyear  has  the  tires  you  need.  We  make 

From  Sciroccos 

to  Sevilles. as* 

whatever  tires  your  car  comes 
with,  when  you  have  to  replace 
them  you  can  buy  American.  Your 
Goodyear  dealer  has  the  right  tires  for 
any  kind  of  driving. 


Cooked  just  right 
for  longer  weor. 


-  is?  f 


This  new  tire-curing 
press  at  Goodyear 's 
plant  in  Lawton, 
Oklahoma,  bonds 
tires  together  and  toughens  the  tread.  And  you  can't 
close  it  unless  the  steam  temperature  and  pressure  are 
just  right.  Goodyear  radials  and  their  components  have 
hundreds  of  inspections  behind  them.  So  a  lot  of  people 
have  to  say  yes.  But  it  only  takes  one  to  say  no. 
Each  tire  carries  two  numbers,  identifying  the 
builder  and  the  machine  it  was  built  on.  So 
if  it  doesn't  pass  inspection,  Goodyear 
can  track  down  the  trouble 
immediately. 


In  the  last  four  years  we've  installed  new 
radial  tire  capacity  that  stands  at  the  lead- 
ing edge  of  production  technology.  Result: 
Radial  tires  of 


new 


excellent  quality  at 
highly  competitive 
costs.  We've  also  developed 
ways  to  generate  ideas.  Result: 
A  flood  of  innovations  ranging 
from  automatic  quality  control 

for  tire  presses  to  entirely  new  products  like  portable  safety 
bumps.  That's  why  we're  a  world  leader  in  so  many 
fields— from  conveyor  belts  to  aircraft  tires,  from 
packaging  films  to  uranium  enrichment.  And 
why  we're  not  your  ordinary  tire  company. 


Goodyears 
not  your  ordinary 
tire  company. 


GOODpYEAR 
Out  front.  World  wide. 


When  was  the  last  time  you  heard  from  an 
enthusiastic  utility  executive?  SoCal  Ed's  Bill 
Gould  sees  opportunity  out  there. 


"The  prettiest  hog 
at  the  fair" 


By  John  Merwin 


Chairman  William  R.  Gould  of  South- 
ern California  Edison  is  an  uncommonly 
philosophic  man.  "I  always  thought 
there  were  a  number  of  great  ages  in 
which  a  man  could  have  lived,"  he  says. 
"It  would  be  nice  to  have  been  the  legate 
of  a  Roman  legion  in  southern  France 
when  the  empire  was  at  peace.  Or  per- 


haps a  big  industrialist  in  Victorian  En- 
gland. And  in  the  Fifties  and  Sixties,  it 
would  have  been  wonderful  to  be  a  utility 
executive." 

Gould's  implication  is  clear:  There  are 
not-so-nice  ages,  too.  For  serfs,  there 
were  the  Middle  Ages;  for  Royalists,  the 
English  Civil  War;  and  for  utility  execu- 
tives, the  Seventies.  Plagued  with  angry 
bill-payers,  regulators  more  interested  in 


popularity  than  facts,  costly  envirq 
mental  regulations,  wild  inflation,  sto|i 
selling  below  book  value,  spiraling  inti 
est  rates  and  high  energy  costs,  beinjj 
utility  executive  in  such  querulous  tim 
is  no  fun. 

But  Gould,  unlike  so  many  utility  e 
ecutives  today,  is  not  complaining, 
least  not  in  public.  A  61 -year-old  Univ< 
sity  of  Utah-graduate  engineer  who  can 
to  SoCal  Ed  33  years  ago  fresh  out  of  t 
Navy,  Gould  sees  not  decline  and  fall  b 
challenge  and  growth.  "I've  read  that  t 
truly  great  opportunities  come  ahd 
when  we  are  either  building  toward 
new  status  quo,  or  tearing  it  down," 
says.  "Today  what  had  been  status  que] 
changing.  There  is  opportunity.  This 
an  exciting  business." 

What  does  this  mean  to  $3.7  bilh 
SoCal  Ed,  supplier  of  electricity  to  3  m 
lion  customers  in  vast  areas  of  Califon 
outside  the  municipally  supplied  City 
Los  Angeles?  Last  fall,  Gould  announc 
that  the  company  would  take  a  radio 
new  tack.  Edison  would  attempt  to  c 
velop  one-third  of  its  new  power  needs 
this  decade  from  alternate  ener 
sources — from  windmills,  solar  arra 
and  fuel  cells — and  not  from  the  tra< 
tional  oil-,  gas-  or  coal-fired  generati 


Reflecting  mirrors  at  Southern  California  Edison's  Solar  One  facility-  in  the  Mo/are  Desert 

While  other  utilities  curse  their  fate,  Edison  tries  to  fill  Eighties'  power  needs  with  wind,  sun  and  geothermal  steam. 
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ants  that  now  supply  70%  of  the  utili- 
r's  15,500-megawatt  peak  load  capacity, 
seems  like  a  gamble,  but  to  Gould  it 
oks  more  like  a  reasonable  plan. 
"Some  people  will  not  hesitate  to  tell 
)U  that  I'm  out  of  my  mind,"  Gould 
mcedes.  "But  I  think  more  will  tell  you 
lat  I'm  credulous.  Okay,  but  remember, 
a  species  doesn't  go  through  a  muta- 
an  to  meet  its  new  environment,  it 
)esn't  survive.  A  corporation  is  in  the 
me  situation." 

As  with  all  electric  utilities,  SoCal  Ed 
facing  a  new  set  of  rules:  Growth  in 
mand  for  electricity — that  once  dou- 
ed  like  clockwork  every  ten  years — is 
)  longer  certain.  Where  bigness  in  gen- 
ating  plants  used  to  mean  economy,  it 
>w  means  expense.  The  whole  techni- 

1  picture  is  changing,  but  humans  react 
3wly  to  change,  which  is  where 
auld's  deft  sense  of  internal  politicking 
rnes  in. 

Last  fall  Gould  and  Edison  execu- 
tives met  for  two  days,  charting 
the  new  course.  Then,  one  day  he- 
re the  announcement,  Gould  sent  a 
tter  to  employees,  assuring  them  that 
e  announced  changes  were  more  than 
indow  dressing.  It  would  be  necessary 
change  the  way  Edison  did  business, 
Duld  wrote. 

Gould  also  did  some  external  politick- 
g.  He  telephoned  California's  Gover- 
ir  Jerry  Brown,  Public  Utilities  Chair- 
an  John  Bryson  and  neighboring  utility 
ecutives  to  explain  Edison's  new  direc- 
m.  "I  didn't  want  them  to  read  about  it 
st  in  the  newspapers,"  Gould  says.  The 
xt  morning  Edison  held  a  big  press 
nference  and  announced  its  corporate 
ange,  enthusiastically  stressing  a 
lolehearted  commitment  to  alternate 
ergy.  PUC  Chairman  Bryson  publicly 
aised  Edison. 

The  strategy  here  is  quite  obvious: 
ice  change  is  inevitable,  Edison  might 
well  relax  and  enjoy  it. 
Edison's  willingness  to  innovate  goes 
yond  the  development  of  alternative 
ergy  sources.  Last  December,  instead 
sending  the  de  rigueur  lawyers  to 
ike  its  summary  argument  for  the  bi- 
nial  rate  case,  Edison  dispatched  its 
;sident,  Howard  Allen.  The  day  before, 
other  utility's  lawyer  had  been  eaten 
ve  by  continual  interruptions  from 
eptical  commissioners.  But  a  cool, 
aroughly  prepared  Allen  proceeded 
thout  interruption.  Edison  got  97%  of 

2  requested  rate  increase. 

Even  Claire  Dedrick,  a  self-styled  envi- 
imentalist  whose  PUC  term  recently 
pired,  has  praise  for  Edison's  perfor- 
mce:  "Allen  was  really  effective, 
rien  you're  getting  answers  from  the 
isident  of  the  company,  you  know  the 
mpany  will  back  them.  Edison  also 
d  the  good  sense  to  come  in  and  tell  us 
lat  was  really  bothering  them.  They 
In't  go  through  the  usual  rhetoric." 


With  Edison's  current  problems,  it 
needs  all  the  imagination  and  political 
skill  it  can  muster.  If  sites  are  available, 
the  cheapest  power  around  is  hydroelec- 
tric or  the  more  commonly  used  coal. 
But  hydroelectricity  is  hard  to  come  by, 
and  southern  California's  air  quality 
nightmare  makes  coal-fired  generators 
unwelcome.  That  forces  Edison  to  bum 
oil  and  gas  to  generate  two-thirds  of  its 
power,  which  is  very  bad  news. 

Edison's  financial  straits  reflect  the 
difficult  circumstances.  Last  year  SoCal 
Ed,  after  paying  preferred  dividends, 
earned  $256.6  million,  or  $3.50  a  share, 
but  the  quality  of  those  earnings  was 
horrendous.  Of  that  bottom  line,  63% 
wasn't  real  cash,  but  a  utility  accounting 
illusion  called  "allowance  for  funds  used 
during  construction,"  or  AFDC.  AFDC 
represents  imaginary  earnings  from  pow- 
er plants  under  construction,  as  if  those 
partially  completed  plants  were  actually 
operating  and  earning  a  cash  return.  Real 
cash  earnings  at  Edison  last  year  were 
$94.5  million,  or  $1.29  a  share.  Thus,  to 
pay  the  $2.78  common  dividend,  Edison 
had  to  use  borrowed  money.  Perhaps  the 
most  startling  figure  is  this:  Only  12%  of 
Edison's  1980  capital  expenditures  of 
$728  million  stemmed  from  cash  flow — 
the  other  88%  had  to  be  raised  through 
stock  sales  or  debt. 

Edison's  low-quality  earnings  result,  in 
part,  from  the  California  regulatory  pro- 
cess, which  like  that  of  18  other  states, 
doesn't  allow  return  on  uncompleted  fa- 
cilities. In  Edison's  case,  $2.6  billion — 
one-third  of  its  total  invested  capital — 
are  in  such  construction  projects,  with 
$2  billion  locked  in  the  San  Onofre  nu- 
clear project.  The  California  PUC  has 
decided  that  shareholders,  not  rate- 
payers, should  bear  the  burden  and  risk 
of  construction. 

But  California's  regulatory  environ- 
ment is  far  from  impossible.  The 
PUC  grants  rate  increases  for 
coming  years,  instead  of  years  past, 
which  is  critical  when  fuel  prices  are 
rising  rapidly.  In  addition,  California  has 
taken  the  lead  nationally  in  encouraging 
utilities  to  avoid  building  new  plants,  or 
to  use  someone  else's  money  to  do  so. 
That  means  buying  power  from  other 
utilities  when  possible,  avoiding  the 
drawn-out  financial  strain  of  building 
new  power  plants.  It  also  means  offering 
other  private  enterprises  a  chance  to 
build  and  operate  windmill  parks,  for  in- 
stance, and  sell  the  power  to  Edison.  So 
some  of  California's  utility  policies — 
widely  viewed  as  being  antibusiness — 
work  out  to  be  in  the  interests  of  share- 
holders and  investors. 

"Without  question  we  were  once  po- 
larized," Gould  says  of  Edison  and  the 
PUC.  "We  aren't  now.  We've  both 
learned  something.  They  are  recogniz- 
ing the  need  for  conventional  planning, 
while  we  are  seeing  that  the  world 


isn't  what  it  once  was." 

In  specific  numbers,  SoCal  Ed's  plan- 
ners foresee  a  need  for  6,000  megawatts 
of  new  capacity  in  the  Eighties,  one- 
third  of  that  to  retire  oil-burning  gener- 
ators. (A  megawatt  is  1  million  watts, 
enough  electricity  to  serve  500  persons 
for  a  year.)  They  intend  to  acquire  two- 
thirds  of  those  6,000  megawatts  from 
nuclear  facilities,  such  as  the  almost- 
completed  2,200-megawatt  San  Onofre 
nuclear  station,  which  the  utility  has 
been  building  for  nine  years,  and  by  pur- 
chasing power  from  other  utilities.  And 
for  the  crucial  2,000-megawatt  final 
third,  the  company  is  betting  that  small- 
to-medium-size  plants  generating  elec- 
tricity from  relatively  untried  technol- 
ogies will  do  the  job.  Edison  already  has 
turbine  windmills  generating  power 
from  winds  whistling  through  a  pass 
near  Palm  Springs,  and  is  building  a  pilot 
solar  facility  in  the  Mojave  Desert.  The 
company  is  also  generating  geothermal 
power  in  the  Imperial  Valley. 

By  using  load  management — per- 
suading customers  to  spread  pow- 
er usage  evenly  during  the  day — 
Edison  will  reduce  peak  demand  by 
1,000  megawatts  by  1990,  enough  to 
serve  a  city  of  500,000.  Last  year  alone 
Edison's  conservation  programs  saved  5 
million  barrels  of  fuel  oil.  Meanwhile 
the  company  is  concentrating  on  ob- 
taining power  from  sources  where  con- 
struction can  be  easily  delayed  if  elec- 
tricity demand  flags  unexpectedly. 
While  at  the  moment  no  utility  stock  is 
raising  the  investor's  pulse,  SoCal  Ed's 
future  seems  promising.  "We  may  be 
the  prettiest  hog  at  the  fair,"  says  Glenn 
Bjorklund,  vice  president  in  charge  of 
systems  development  at  SoCal  Ed. 

Not  long  ago  Gould  called  together  his 
executive  team  to  decide  whether  to 
drop  out  of  a  proposed  jointly  owned, 
coal-fired  plant  slated  for  the  late  Eight- 
ies. The  coal-fired  plant  would  be  a  con- 
venient backstop  if  Edison's  alternative- 
energy  plans  aren't  successful.  Says 
Gould:  "I  asked  our  executives,  'Do  you 
believe  the  new  direction  that  we  an- 
nounced last  fall?  If  you  do,  we  can  let 
this  project  go.'  They  did,"  he  says,  "and 
we  cut  loose  the  lifeboat." 

The  payoff?  Gould  reckons  earnings 
would  be  about  the  same  from  a  number 
of  small  plants  or  one  big  one.  But  the 
quality  of  earnings  will  be  much  better 
without  all  that  cashless  prosperity 
called  "allowance  for  funds  used  during 
construction." 

Meanwhile,  Edison's  near-term  pros- 
pects aren't  all  that  bad.  Analysts  pre- 
dict that  earnings  this  year  should  re- 
bound to  about  $4.90.  With  the  recently 
increased  dividend,  the  stock,  at  a 
recent  24,  yields  better  than  12%.  If 
Gould  is  half  right  in  his  optimism,  the 
Eighties  could  be  as  good  for  Edison  as 
the  Seventies  were  bad.  ■ 
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Doing  business  successfully  in  Japan  isn't  im- 
possible, though  it's  hard  at  first:  Several  U.S. 
companies  have  shown  it  can  be  done. 

Beating  the 
Japanese  in 
Japan 


By  Stanley  Ginsberg 

The  clock  radio  buzzes  insistently 
just  after  sunrise  and  the  executive 
stumbles  out  of  bed.  He  showers 
quickly,  then  shears  off  the  morning's 
stubble  with  his  trusty  Schick.  His  wife, 
meanwhile  realizing  that  she's  out  of  cof- 


fee, runs  around  to  the  local  7-Eleven  for 
a  jar  of  Maxim.  Forty  minutes  later,  the 
executive  arrives  at  the  modern  semi- 
conductor factory.  At  lunch,  he  forgoes 
the  company  cafeteria  and  joins  several 
colleagues  for  hamburgers  at  a  nearby 
Denny's. 

Dallas,  Tex.?  How  about  Tokyo,  Japan? 


Contrary  to  popular  U.S.  opinion,  t 
Japanese  aren't  the  only  ones  profit! 
from  U.S. -Japanese  trade.  There  is 
strong  and  visible  American  busint 
presence  in  Japan.  Indeed,  for  a  small  I 
growing  number  of  U.S.  companies, 
pan  has  proven  itself  to  be  a  highly  pr 
itable  market — albeit  one  that  demar 
more  than  the  usual  patience  and  co 
mitment.  "There's  no  secret  to  comp 
ing  successfully  in  Japan,"  says  Andr 
Osterman,  deputy  executive  director 
the  Japan-U.S.  Economic  Relatk 
Group.  "You  only  need  to  decide  tl 
you're  there  for  the  long  haul.  Once  1 
Japanese  understand  that  you're  ccmir 
ted  to  their  way  of  doing  things,  t 
opportunities  are  there." 

True,  the  failures  abound:  The  field 
littered  with  the  corpses  of  U.S.  com; 
nies  that  tried  to  penetrate  the  Japan 
market  and  wound  up  losing  their  shii 
In  most  cases  they  tried  to  buck  I 
Japanese  system  rather  than  joining 
"Unlike  the  U.S.,"  observes  UCLA  P 
fessor  William  Ouchi,  author  of  a  recc 
book  on  Japanese  productivity,  "Ja 
nese  society  emphasizes  integration  a 
cooperation,  rather  than  competition 
is  a  society  that  has  learned  that  inter' 
pendence  is  the  key  to  its  survival." 

With  117  million  people — more  th 
half  the  population  of  the  U.S 
crammed  into  an  area  the  size  of  Mc 
tana,  Japan  has  had  to  respond  by  evo 
ing  a  highly  structured,  delicately  b 
anced  system  of  personal  relationshi 
The  preservation  of  those  relationsh 
is  crucial  to  the  preservation  of  the  soc 
fabric.  "It  is  no  accident  that  there  are! 
least  seven  or  eight  different  forms 
address  in  the  Japanese  language  depei 
ing  on  the  relative  status  of  the  peo; 
talking,"  explains  international  law 
Jiro  Murase,  a  native  U.S.  citizen  w 
was  educated  in  Japan.  "An  incorr' 
usage — a  distortion  of  the  relationship 
is  a  grave  social  insult.  It  is  a  transgr 
sion  against  the  established  order." 

In  business  this  means  that  there 
often  other  considerations  in  a  relaticl 
ship — between  customer  and  supplj 
for  instance — than  simply  price.  "Wl 
is  a  20%  discount  worth  to  a  Japan 
manufacturer,"  asks  a  Washington-ba: 
Japan  expert,  "when  it  might  jeopard 
a  source  of  supply  on  which  he  has  ■ 
pended  for  30  years?" 

According  to  Osterman,  "Probably  t 
easiest  way  to  get  into  Japan  is  to  prov: 
them  with  things  they  don't  have  a 
can't  get  on  their  own."  The  most  ob 
ous  of  those  things  are  the  essentia 
food  and  agricultural  products  to  feed 
pan's  high-density  population,  and  en 
gy.  Of  last  year's  $20.8  billion  in  L 
exports  to  Japan,  $5.6  billion  were  fo« 
stuffs,  $2.5  billion,  forest  products  a 
$1.5  billion,  coal  and  natural  gas. 

But  there  is  also  a  less  obvious — a 
equally  crucial — gap  in  the  Japanese 


A  7 -Eleven  in  Tokyo 

Inventory,  identity  and  three-quarters  of  the  electric  bill. 
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OLD  MAID 

The  number  of  women  put- 
ting off  marriage  for  an  educa- 
tion or  career  has  risen  70 
percent  in  the  last  decade.  Men 
aren't  rushing  up  the  aisle, 
either.  Over  17  million  people 
now  live  alone. 

Throughout  America, 
society  is  in  an  enor- 
mous state  of  flux.  The 
upshot  is  increasingly 
diversified  markets  and 
target  audiences. 


Dc  you  dare 
to  neglect  her? 


A  popular  response  to  today's  complex 
marketplace  is  narrow  demographic  target- 
ing in  both  print  and  broadcast.  But  if  your 
media  emphasis  stops  there,  huge  groups 
of  potential  customers  are  simply  ignored. 

By  limiting  your  target,  you  limit 
your  sales. 

The  solution  is  intermarketing: 
reaching  all  the  various,  narrowly- 
defined  demographic  groups  that 
make  up  your  total  target  audience. 

TV  Guide  makes  intermarketing  work. 
For  starters,  it  delivers  your  principal  audi- 
ence by  the  millions.  If  you  want  to  speak 
to  women  18-34,  TV  Guide  reaches  more 
of  them  in  every  category — single,  mar- 
ried, mothers,  professionals.  And  in  addi- 
tion to  this  phenomenal  key  audience 
support,  TV  Guide  goes  on  to  cover  your 
secondary  audience,  your  tertiary  audi- 
ence, etc.  TV  Guide  extends  to  the  full 
range  of  your  prospects,  reaches  the 
whole  intermarket  as  no  other  maga- 
zine can. 

*        That's  because  the  people 
who  interest  you  are  inter- 
ested in  television  and 
the  way  TV  Guide 
writes  about  it — 
from  discrimi- 


nating 


professional  women  who 
rely  on  our  programming 
features  to  make  their  view- 
ing time  more  rewarding  to  on-the-move 
men  eagerly  following  Melvin  Durslag's  tv 
sports  coverage.  All  in  all,  we  deliver  over 
42  million  involved  adult  readers.  With  the 
largest  in-home  readership  of  any  maga- 
zine. And  the  speed  to  market  that  you 
once  expected  only  from  broadcast. 

Get  all  your  sales  with  the  marketing 
concept  of  the  '80s.  Sell  to  today's  inter- 
market in  TV  Guide. 
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source  bank,  and  that  is  technology.  This 
is  true  even  in  the  highly  sensitive  semi- 
conductor field.  For  some  companies, 
knowhow  and  design  were  the  keys  that 
opened  the  Japanese  door. 

Here,  then,  are  three  U.S.  companies 
that  have  successfully  adapted  them- 
selves to  Japanese  rules. 

Texas  Instruments:  technical  leverage 

hi  the  mid-Sixties,  Texas  Instruments 
applied  for  permission  to  open  a  plant  in 
Japan.  The  Japanese  Ministry  of  Interna- 
tional Trade  &  Industry,  well  aware  of 
the  impending  U.S. -Japan  battle  for  pri- 
macy in  semiconductors,  agreed  as  long 
as  three  stiff  conditions  were  met:  First, 
TI  had  to  come  in  as  a  50-50  joint  ven- 
ture with  a  Japanese  company.  Second,  it 
had  to  make  its  patents  available  to  Japa- 
nese manufacturers.  Third,  it  had  to  con- 
sult with  MITI  on  production  targets  for 
the  first  few  years.  TI  agreed  to  all  three 
and  established  a  joint  venture  with 
Sony  Corp. 

While  TI  agreed  to  share  its  patents,  it 
also  took  extreme  pains  to  see  that  its 
Japanese  partners  did  not  have  access  to 
TI's  proprietary  knowhow.  Says  TI:  "A 
patent  is  a  matter  of  public  record,  and 
we  routinely  license  them  to  other  man- 
ufacturers. It's  up  to  them  to  figure  out 
how  to  use  the  information  we  provide." 

After  three  years  TI  was  able  to  buy 
out  Sony's  interest,  thus  becoming  the 
first  and  only  wholly  owned  foreign 
semiconductor  manufacturer  in  Japan. 
"Our  partners  taught  us  how  to  do  it," 
says  James  Hubbard,  a  TI  vice  president 
who  ran  the  Japanese  operation  from 
1974  to  1977.  "We  knew  we  had  the 
technological  and  manufacturing  lead. 
We  needed  to  come  up  with  high  quality, 
quick  response  time  and  high  sensitivity 
to  customer  needs. 

"Most  of  our  business  now,"  Hubbard 
continues,  "involves  joint  design  and 
joint  manufacturing.  Except  for  being 
shut  out  of  the  national  telecommunica- 
tions monopoly,  we  have  total  access  to 
their  market." 

Although  it  is  far  behind  industry  lead- 
ers NEC  and  Hitachi,  TI  Japan's  estimat- 
ed 1980  sales  of  around  $120  million  put 
it  among  the  top  ten  suppliers  to  the  $3 
billion  Japanese  semiconductor  market. 
"We  had  to  learn  how  to  run  like  a  Japa- 
nese business,"  says  Hubbard.  "It's  been 
a  strain,  but  we  have  to  compete  in  the 
Japanese  environment." 

Warner-Lambert:  buying  distribution 

"Distribution  is  by  far  the  biggest 
problem  for  consumer  goods  manufactur- 
ers who  are  interested  in  cracking  the 
Japanese  market,"  says  Joseph  Williams, 
president  of  Warner-Lambert,  whose  $65 
million  in  Schick  safety  razor  sales  give 
it  70%  of  that  profitable  market.  "Unless 
you  buy  into  the  system,  you  don't  have 
a  chance." 

46 


Buying  into  the  system  often  means 
hooking  up  with  a  Japanese  company 
that  has  the  capability  to  reach  Japan's 
estimated  300,000  retail  outlets,  two- 
thirds  of  which  are  tiny,  mom-and-pop 
operations.  For  Schick,  that  meant  a 
partnership  with  K.  Hattori  &  Co., 
which  markets  the  Seiko  watches  that 
are  now  a  world  leader  in  the  medium 
price  range. 

Like  most  distributing  companies, 
Hattori  has  several  layers,  something 
like  the  American  jobber-distributor- 
wholesaler  system.  "The  large  number  of 
small  outlets  and  the  importance  of  per- 
sonal relationships  between  distributors 
and  retailers  make  the  system  bloated  by 
our  standards,"  says  Williams.  "A  lot 
more  people  want  a  piece  of  the  action." 

While  this  means  generally  higher 


Inside  a  Japanese  Denny's 


Specific  expertise  and  market  access. 

prices  for  Warner-Lambert  products,  the 
Japanese  gladly  pay  for  the  prestige  of 
owning  a  high-status  imported  item. 
"They  are  extremely  brand-conscious," 
explains  Arthur  Miyakawa,  of  the  De- 
partment of  Commerce's  Japan  desk.  "If 
they  believe  that  a  foreign  product  is 
superior  to  locally  manufactured  ones — 
French  perfumes  and  fashions,  U.S.  jeans 
and  bourbon,  for  instance — they  will 
happily  pay  a  little  bit  more."  He  adds, 
smiling:  "Sometimes,  premium  pricing 
is  a  definite  plus." 

"Japanese  advertising  is  pervasive  and 
sophisticated,"  says  Williams.  "It's  every 
bit  as  good  as  ours."  Last  year,  Schick 
spent  approximately  $5  million  behind  a 
splashy  TV  and  print  campaign.  The 
company  pays  a  lot  of  attention  to  pack- 
aging and  product  quality.  "We  have  to 
aggressively  project  a  premium  image. 
Without  it,  we'd  lose  our  market  share  in 
less  than  a  year." 

Getting  the  goods  through  the  retail 
pipeline  is  another  potential  stumbling 
block.    General    Foods,    for  example, 


learned  that  lesson  the  hard  way. 
years,  GF  tried  to  go  it  alone  in  put 
Maxwell  House  instant  coffee  on  gro 
store  shelves.  For  a  while,  it  looked 
the  company  would  be  successful — i 
Nestle'  came  in  with  a  Japanese  par 
and  knocked  GF's  share  from  20%  ol 
market  to  a  meager  8%.  It  was  only  -< 
GF  established  a  partnership  with 
Ajinomoto  Co.,  a  Japanese  food  prod 
manufacturer  with  a  nationwide  di 
bution  networl<,  that  its  fortunes  tui 
around.  Having  decided  on  joint  vent 
GF  is  now  quite  content  to  be  simply 
manufacturer.  Its  local  partner  has  ta 
most  of  the  responsibility  for  marke 
and  distribution. 

"It  takes  a  long  time  to  break  in," 
Warner-Lambert's     Williams.  "C 
you're  there  you've  got  as  much  oppc 
nity  as  the  next  guy." 

Southland  Corp.:  a  little  of  everythin 

It  was  Southland  Corp.  that  broi 
the  convenience  store  to  Japan  m 
form  of  its  7-Eleven  chain. 

"It  was  an  ideal  situation  for  Soi 
land,"  says  one  old  Japan  hand.  " 
mom-and-pop    retailers    are  typic 
limited  by  a  lack  of  capital.  Wha 
Eleven  Japan  Co.  offered  them  wai 
complete   package — inventory,  fin; 
ing,   low-cost  loans  to  cover  cap  I 
spending,  three-quarters  of  their  elea  I 
bills  and  an  instantly  recognizable  ide  | 
ty.  It  was  irresistible." 

Even  so,  area  licensing  was  still  I 
way  to  go.  Through  its  partnership  vp 
Ito-Yokado  Co.,  a  major  retail  chain  : 
owns  62%  of  7-Eleven  Japan  Co.,  u 
chain  has  gone  from  15  stores  in  197B 
1,015  at  present,  while  average  sales! 
store  have  risen  from  48  million  yei 
145  million  yen,  and  net  earnings  w  I 
from  losses  in  1975  and  1976  to 
year's  estimated  2.4  billion  yen. 

Ito-Yokado  also  holds  the  license:  ) 
Denny's,  the  California-based  restau:  i 
chain  with  135  restaurants  currentl-  : 
operation  in  Japan.  "We  chose  the  a 
licensing  route  in  Japan  because  we  ne  : 
ed  market  access  to  go  along  with 
specific  expertise  in  running  family-s 
Western  restaurants,"  says  Barry  Kra:  < 
Denny's  marketing  vice  president. 

Denny's   appears   to  be  prosper 
However,  Krantz  acknowledges  that;  1 
no  longer  all  gravy.  "For  the  first 
years  we  were  there,  we  saw  unintem  t 
ed  and  substantial  growth.  All  of  a  s  i 
den,  there's  competition."  Not  only  h 
McDonald's  and  Kentucky  Fried  Ch:  : 
en  moved  into  the  market,  but  a  cot 
of  Japanese-owned  competitors  have  : 
gun  to  make  inroads.  "Right  now,  on 
them  has  a  stronger  menu,"  Krantz  c  l 
cedes,  "and  the  other  has  us  beat  i 
pricing." 

In  the  Japanese  market  as  in  9 
American  market,  success,  o  ij 
achieved,  cannot  be  taken  for  granted.  I| 
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TOUCH. 

Nothing  could  be  simpler  to  use. 
No  wasted  time,  energy,  space  or  cost. 
There's  not  even  a  power  switch. 


The  Canon  One  Touch  is  so  simple  to  use 
there  isn't  even  a  power  switch. 
None. 

Just  touch  the  copy  key  and  it  starts  instantly. 
When  you're  finished  it  shuts  oft  automatically, 
saving  you  both  energy  and  time. 
It's  always  ready  to  copy. 
The  ingenious  Canon  NP-120  One  Touch  will 
copy  on  virtually  any  paper,  up  to  10"  x  14."  at  12 
copies  a  minute.  There's  even  a  single-sheet 
bypass  for  extra  copying  ease. 

And  the  Canon  One  Touch  does  it  all  quietly 
and  compactly.  With  a  fixed  copyboard,  it  fits 
easily  on  a  desk,  anywhere  it's  convenient. 

Add  to  that  a  dry  monocomponent  toner 
system  for  easy  maintenance  and  consistently  high 
copy  quality.  Only  Canon  micronics  technology 
could  give  you  all  this.  Touch  after  touch. 
Copy  after  copy.  ^ 
The  Canon  One  Touch  plain  paper  copier.  ^4^< 
The  perfect  touch  of  simplicity.  ^S^' ' 


Canon 

COPIER 
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PLAIN  PAPER  COPIER 
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WHO  BUILDS 

THE  RE-ENTRY  SYSTEM 

FOR  MX  MISSILES? 

AND  SAVES  MVS 
FOR  THE  USAF? 


Avco  Corporation. 

Avco  Systems  Division 
works  primarily  in  the  area  of 
strategic  and  tactical  weap- 
ons. Current  programs  in- 
clude the  multimillion  dollar 
initial  contract  to  develop 
the  re-entry  system  for  MX 
missiles,  as  well  as  involve- 
ment in  military  satellites, 
anti-tank  munitions  and 
Pershing  II  subsystems. 
Avco  Everett  Research  Lab- 
oratory, Inc.  develops  high 
energy  lasers  for  industrial, 
commercial  and  defense 
purposes,  and  operates  the 
country's  space  monitoring 
station  in  Hawaii. 

Avco's  Electronics 
Division  has  designed  an 
Energy  Monitoring  and 
Control  System  for  U.S. 
Air  Force  bases  that  can 
reduce  energy  use  by  30  to 
50%.  The  division  also 
developed  a  surveillance 
system  for  private  industry 
that  predicts  machinery  fail- 
ure before  it  occurs.  In  addi- 
tion, Avco  manufactures 
products  for  a  variety  of  elec- 
tronic applications,  including 
subscription  television  sig- 


nal decoders. 
Diversity  by  design. 

Avco  is  a  carefully  struc- 
tured balance  of  business 
interests:  aviation,  aero- 
space, consumer  finance, 
insurance  and  high  tech- 
nology for  industry  and 
defense.  In  each  of  its  spe- 
cially selected  markets  at 
home  and  abroad,  it  is  a 
recognized  leader.  Softness 
in  any  one  market  is  often 
compensated  by  strength 
in  another.  For  Avco,  this 
power  of  balance  promises 
steady  growth. 

One  good  thing  leads 
to  another. 

Avco  continually  seeks  new 
industrial  and  defense  appli- 
cations for  its  evolving  tech- 
nologies. Technology  which 
produced  material  to  protect 
spacecraft  returning  from 
the  moon  is  now  being 
applied  to  the  space  shuttle 
and  flame-retardant  coat- 
ings that  protect  petroleum 
rigs  in  the  North  Sea.  Light- 
weight, energy-saving 
materials  are  being  used  for 
components  on  America's 
advanced  aircraft.  Avco  is 


helping  to  solve  America's 
energy  problem  by  apply- 
ing its  technical  know-how 
to  develop  cleaner,  more 
efficient  ways  of  burning 
coal.  It's  contributing  to 
national  security  by  design- 
ing more  sophisticated 
defense  systems. 

View  from  the 
half  century  mark. 

These  are  the  signposts  of 
a  corporation  which  entered 
its  second  half  century  in 
the  strongest  financial  con- 
dition  in  its  history.  Annual 
revenues  now  exceed 
$2  billion  and  assets  are 
close  to  $6  billion.  Accom- 
plishments such  as  these 
offer  indisputable  proof  that 
Avco  appreciates  the  power 
of  balance.  And  knows  how 
to  use  it. 

Avco  Corporation, 
Greenwich,  Connecticut 
06830. 
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CORPORATION 
THE  POWER  OF  BALANCE 


A  lot  of  people  today 
think  the  more  a  Euro- 
pean luxury  sedan  costs, 
the  more  desirable  it  is. 
That's  why  some  Euro- 
pean car  makers  get  awa* 
with  charging  outra- 
geously high  prices. 

But  at  Volvo  we  don" 
believe  a  car  needs  an 
exorbitant  price  tag  to 
distinguish  itself  as  a 
luxury  sedan. 

The  Volvo  GLE  is  a 
product  of  this  philoso- 
phy. Like  other  fine  auto- 
mobiles it's  made  with 
meticulous  attention  to 
detail.  So  the  doors  fit 
perfectly  and  the  finish  is 
flawless.  It  features  a 
powerful,  fuel-injected, 
V-6  engine  that  performs 
smoothly  and  quietly. 
And  it  affords  amenities 
like  air  conditioning  and 
leather  seats  at  no  extra 
cost. 

But  there's  one  area 
in  which  the  Volvo  GLE 
falls  far  below  other 
European  luxury  sedans. 
The  price.  Which  is  one 
reason  so  many  people 
consider  it  an  extraordi- 
nary value. 

So  if  you're  only 
interested  in  how  much 
money  you  can  pay  for  a 
car,  there  are  any  number 
of  luxury  sedans  you  can 
choose  from.  But  if 
you're  interested  in  how 
much  car  you  can  get  for 
your  money,  buy  the 
Volvo  GLE. 

VOLVO 

A  car  you  can  believe  in. 


A  LUXURY  SEDAN'S 
PRICE  SHOULD  REFLECT 
ITS  WORTH,  NOT 
WHAT  THE  TRAFFIC 
WILL  BEAR. 


VOLVO  Or  AMtRICA  CORPORATION 


fizer  may  be  brimming  over  with  new  drugs, 
ut  there's  more  than  that  to  greatness. 


Miracle 
on  42nd  Street? 


By  Thomas  Jaffe 
with  Jon  Schriber 


'izer  President  Gerald  Laubach  (left)  and  Chairman  Edmund  Pratt  Jr. 
Vow  that  we've  got  these  new  products.  ..." 


No  drugcompany  hasexcited  in- 
vestors more  this  year  than  $3  bil- 
lion (sales)  Pfizer  Inc.  From  a  low 
of  32  last  year,  it  has  soared  to  a  recent 
53V*,  or  a  multiple  of  15,  a  shade  below 
such  stars  as  Merck  &  Co.  and  Smith- 
Kline  Corp.  For  a  company  that  ranks  sev- 
enth out  of  eight  in  its  industry  in  return 
on  capital,  and  whose  earnings  last  year 
rose  just  7%  to  $255  million  while  mar- 
gins slipped  from  8.7%  to  8.4%,  this  is  a 
surprising  vote  of  confidence. 

What's  causing  all  the  excitement  is 
that  Pfizer,  renowned  as  the  slickest 
marketer  in  the  business,  is  bringing  out 
a  passel  of  new  drugs.  Bullish  analysts 
estimate  these  could  generate  as  much  as 
$800  million  in  sales  by  1984.  (Even  con- 
servatives see  $300  million.)  The  bulls 
figure  that  could  push  earnings  per  share 
from  last  year's  $3.48  to  $7  or  more  over 
the  next  four  years. 

Edmund  T.  Pratt  Jr.,  Pfizer's  stocky, 
self-assured,  54-year-old  chairman,  sit- 
ting in  his  comer  office  high  above  42nd 
Street  in  the  heart  of  midtown  Manhat- 
tan, clearly  relishes  the  new  respect  his 
company  is  getting.  "We'd  like  to  be  at 
the  top,  and  we  think  we  have  the  poten- 
tial to  do  it,"  he  says. 

Before  Pfizer  can  achieve  that  goal, 
though,  Pratt  may  have  to  take  a  hard 
look  at  the  company's  non-health-care 
businesses,  which  range  from  chemicals 
and  agricultural  products  to  materials 
science  (minerals,  pigments  and  metals) 
and  consumer  products.  In  1980  these 
four  accounted  for  46%  of  sales,  but  only 
22%  of  profits.  Worse,  their  operating 
return  on  nearly  half  of  Pfizer's  almost 
$3.4  billion  in  assets  was  a  scant  9%.  In 
contrast,  Pfizer's  health  care,  which  in- 
cludes hospital  and  diagnostic  products, 
turned  in  a  handsome  29%  return. 

"You  must  always  balance  the  advan- 
tage of  some  diversification  against  the 
fact  there  is  practically  no  business  you 
can  go  into  that  gives  you  the  return  of 
pharmaceuticals,"  says  Pratt. 

True.  But  does  that  justify  the  capital 
he  has  been  pouring  into  his  laggards? 
Since  1977  Pfizer's  health-care  expendi- 
tures have  almost  doubled,  to  $67  mil- 
lion, yet  that  represented  only  41%  of 
capital  spending  on  average  during  the 
period.  The  rest,  $92  million  in  1980, 
went  into  the  non-health-care  businesses 
that  have  been  depressing  Pfizer's  profit- 
ability. If  Pratt  truly  wants  to  be  com- 
petitive in  pharmaceuticals  he  would 
have  to  increase  spending  sharply.  Al- 
though Pfizer  strongly  disagrees,  the 
plain  fact  is  that  in  1980,  Eli  Lilly  &  Co. 
spent  $147  million  on  health  and  Merck 
even  more.  That  Pfizer  even  has  been 
able  to  remain  in  the  same  league  with 
its  bigger-spending  rivals  is  a  real  tribute 
to  its  marketing  skill. 
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Pfizer  got  into  the  drug  business  late, 
of  course.  A  bulk  producer  of  vitamins, 
penicillin  and  organic  acids,  it  wasn't 
until  the  early  Fifties  that  it  broke  into 
the  ethical  market  through  the  discovery 
of  Terramycin,  a  broad-spectrum  antibi- 
otic that  still  accounts  for  over  $100  mil- 
lion in  sales.  Rather  than  zeroing  in  pri- 
marily on  the  U.S.  market,  Pfizer  instead 
made  its  big  drive  overseas.  With  Terra- 
mycin and  other  antibiotics  paving  the 
way  into  the  Sixties,  Pfizer  built  itself  up 
by  broad  geographic  volume.  Of  the  top 
U.S.  pharmaceutical  firms,  it  still  derives 
the  biggest  share  of  sales  and  profits  from 
international  operations — in  1980,  57% 
and  62%,  respectively. 

In  the  late  Sixties  Pfizer  reinforced  its 
reputation  as  a  leader  in  antibiotics  by 
bringing  out  Vibramycin,  last  year  a  $250 
million  (sales)  drug.  But  strategy  changed 

"We  put  as  much  developmen- 
tal work  into  what  we  license 
as  what  we  come  up  with  our- 
selves. For  a  successful  new 
drug,  development  costs  to 
find  its  proper  applications, 
for  example,  outweigh  re- 
search expenses  by  8-to-l. 


when  Pratt,  a  former  IBM  financial  ex- 
ecutive, and  President  Gerald  D.  Lau- 
bach,  an  MIT-trained  chemist  who  had 
run  Pfizer 's  research,  were  named  to 
their  current  jobs  in  the  early  Seventies. 
The  plan:  Increase  research  spending  and 
focus  on  the  invention  of  drugs  that  treat 
chronic  diseases.  As  these  drugs  were 
approved,  the  next  step  was  to  hone  their 
merchandising. 

"You  cannot  hype  a  nothing  into  a 
something  in  this  business  nowadays," 
says  Laubach,  55,  with  a  benign  profes- 
sorial air.  "The  customer  is  too  critical 
and  the  competition  too  tough." 

A  key  element  to  Pfizer's  plan  is  li- 
censing. Two  of  the  big  drugs  it  is  count- 
ing on  were  not  developed  in-house.  The 
company  paid  a  Japanese  firm  for  U.S. 
and  joint  Japanese  rights  to  Cefobid,  a 
third-generation,  injectable  cephalo- 
sporin antibiotic  (for  use  in  hospitals). 
Procardia,  for  the  treatment  of  angina 
pectoris,  was  licensed  for  the  U.S.  mar- 
ket from  Bayer  AG  of  Germany.  Pfizer 
will  be  able  to  sell  this  here  exclusively 
for  four  years,  after  which  it  will  com- 
pete against  Miles  Laboratories  Inc.,  a 
Bayer  subsidiary. 

"Licensing  was  an  active  strategy 
around  here  from  the  very  beginning," 
says  Laubach.  "Since  we  started  with 
one  product,  we  badly  needed  to  broaden 
the  line  to  carry  the  rent.  We  put  as 
much  developmental  work  into  what  we 
license  as  what  we  come  up  with  our- 
selves. That's  important,  because  for  a 
successful  new  drug,  development  costs 
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to  find  its  proper  applications,  for  exam- 
ple, outweigh  research  expenses  by  about 
8-to-l." 

As  for  the  two  big  hopes  that  came  out 
of  Pfizer's  own  research,  Minipress  is  an 
antihypertensive  whose  sales  already 
have  hit  some  $80  million  in  just  three 
years.  In  1981  it  will  be  launched  in  Ja- 
pan. Feldene,  the  first  antiarthritic  that 
can  be  used  just  once  a  day,  is  being  sold 
in  Germany  and  the  U.K.  and  could  be 
approved  by  the  Food  &  Drug  Adminis- 
tration later  this  year.  But  none  of  these 
four  products  seems  likely  to  walk  away 
with  the  market.  Lilly  also  has  a  single- 
dosage  drug  for  arthritis;  and  Capoten, 
Squibb's  long-awaited  hypertension 
drug,  will  soon  be  out.  Among  the  other 
companies  that  Pfizer  will  lock  horns 
with  are  Merck,  Johnson  &  Johnson, 
American  Home  Products,  Hoffmann- 
LaRoche,  Hoechst  AG,  Upjohn,  Syntex, 
G.D.  Searle,  Marion  Laboratories  and 
Knoll  Pharmaceutical. 

So  windfall  profits  are  by  no  means  a 
sure  thing.  It  costs  a  fortune  to  introduce 
drugs  on  a  worldwide  basis,  and  that 
squeezes  margins.  The  success  of  these 
introductions  is  all  the  more  crucial  be- 
cause Vibramycin  (Laubach  calls  this  and 
Terramycin  the  company's  "battle- 
ships") is  coming  off  patent  in  1982. 

So  now  Laubach  will  have  to  pump 
even  more  cash  into  drug  research.  In 
1981  Pfizer's  R&D  budget  will  be  more 
than  $190  million,  double  the  amount  of 
1977.  Only  SmithKline's  will  have  grown 
faster  during  the  period. 

"If  you  want  to  maintain  and  improve 
your  position  you  have  to  run  very  fast  to 
replace  old  declining  products  with  new 
growing  ones,"  he  says.  "The  first  half  of 
the  Eighties  will  be  another  period  of 
continually  increasing  R&D  spending. 
This  could  grow  as  much  as  25%  a  year." 

The  company  has  also  announced  a  $1 
billion  capital  program  through  1984.  But 
there  is  as  yet  no  sign  of  a  change  in  the 
way  that  money  is  to  be  spent.  Although 
in  1981  spending  will  increase  40%,  to 
$230  million,  non-health-care  activities 
will  continue  to  receive  roughly  the  same 
proportion  of  spending  as  before. 

"They  don't  seem  to  have  put  their 
money  where  their  mouth  is, "  says  Rich- 
ard Vietor,  drug  analyst  for  Merrill 
Lynch.  "Investing  a  lot  in  other  stuff 
may  have  had  great  merit  when  there 
were  no  new  drugs  in  the  pipeline,  but 
that's  not  the  case  anymore." 

So  Ed  Pratt  has  a  choice.  To  support 
faster  growth  for  his  drug  business  he  can 
pour  less  capital  into  non-health-care 
businesses,  sell  some  of  them  off  or  he 
can  take  on  more  debt.  Although  Pfizer's 
debt-to-equity  ratio  dropped  from  0.5  to 
0.4  over  the  past  five  years,  it  is  still  the 
most  highly  leveraged  of  the  eight  largest 
drug  firms,  with  $583  million  in  long- 
term  debt  on  $1.6  billion  in  equity.  Of 
course,  as  with  most  U.S.  drug  firms,  this 


is  hedged  against  cash  and  investme 
piled  up  in  the  tax  havens  of  Puerto  R 
and  Ireland,  where  plants  are  located. i 
Pfizer's  case,  it  is  some  $670  million, 
while  Pfizer  could  well  afford  to  take 
more  debt,  the  question  is,  would  t 
serve  shareholder  interests  as  well  as  gi 
ting  rid  of  businesses  that  are  earning 
much  less  on  capital?  The  answer 
probably  not. 

Pratt's  biggest  laggard  is  the  $416  ml 
lion  (sales)  specialty  chemicals — ci| 
acid  and  vitamins — which  required  $] 
million  in  maintenance  spending  sil 
1977.  During  that  period,  revenues  [ 
almost  37%  and  operating  pro 
dropped  from  $34  million  to  $24  milh 
Despite  this  drain,  however,  it's  unlik 
Pfizer  will  ditch  chemicals  because  mi 
of  its  plants  are  integrated  with  d 
manufacturing.  Also  safe  is  the  $464  n 
lion  agricultural  products  division,  in  c 
segment  of  which,  animal  health,  Pfi 
is  a  worldwide  leader.  This  divis 
mainly  manufactures  feed  additives  i 
antibiotics,  an  extension  of  its  resea, 
on  drugs  for  humans. 

But  there  is  no  shortage  of  divestit 
candidates  at  Pfizer.  Take  the  $254  n 
lion  materials  science  division,  in  li 
only  3%  of  profits.  Its  products  inchi 
limestone,  talc,  pigments  and  refract' 
products  for  the  steel  industry.  About 
only  growth  business  this  group  has 
cobalt-doped  magnetic  oxides — used 
audio  and  video  recording  tape — si 
Pfizer  is  spending  $35  million  to  bu 
three  plants. 

Another  candidate  for  the  ax  is  $<l 
million  consumer  products  (5%  of  pii 
its).  While  its  line  carries  such  bona  f 
successes  as  Ben-Gay  and  Desitin  oi 
ments,  Visine  eye  drops  and  Pacq  J 
hand  cream,  these  are  all  mature  pr  -) 
ucts  and  none  of  them  a  big  enon  I 
seller  to  be  an  irreplaceable  cash  cow.  A 
for    Coty    cosmetics    and    fragranc  i, 
Pfizer  already  has  taken  $7  million  ij 
writeoffs   to   reduce   its  intematio 
business  and  is  a  small  factor  in  t 
highly  competitive  market. 

"There's  no  question  Pfizer  has  a  lo 
excess  baggage  that  ought  to  be  soli 
says  David  Lippman,  drug  analyst 
Dean  Witter  Reynolds.  "If  its  drugs  t; 
off,  Pfizer  has  a  real  shot  at  reshaping 
during  the  next  five  years." 

Pfizer  has  said  its  goal  through 
mid-Eighties  is  to  increase  earnings 
least  15%  a  year.  Some  of  the  Wall  Str 
bulls  are  looking  for  as  much  as  a  2i 
rate.  For  his  part,  Ed  Pratt  is  taking 
this  fuss  in  stride.  "People  used  to 
Pfizer    didn't    have    any  blockbu< 
drugs,"  he  says.  "Now  that  we've  t 
these  new  products,  people  suddenly  e 
going  clear  the  other  way.  They  tend 
feel  we're  going  to  be  a  miracle." 

For  Pfizer  such  a  miracle  may  tak  a 
bit  more  patience  than  most  invest  s 
are  noted  for.  ■ 
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MAKING  MONEY  FROM 
THE  DYNAMIC  ECONOMICS 
OF  THE  OIL  INDUSTRY. 


; \nalyzing  oil  company  exploration  and 
production  developments  identifies 
Attractive  investments  for  First  Boston 
\  ustomers. 
\  iy  Thomas  Petrie 

I      Throughout  the  '60s,  the  oil  industry 
Spent  increasing  amounts  of  money  over- 
seas and  made  substantial  investments  in 
.  efining  and  marketing.  With  the  1973 
j)PEC  oil  embargo  and  the  resultant  soar- 
ing prices  of  crude  oil,  both  these  trends 
|yere  reversed.  American  oil  companies 
S  eemphasized  exploration  and  production, 

nd  they  concentrated  spending  in  North 

Vmerica. 


"The  key  to  identifying  attractive  oil 
om  panics  has  become  the  ability  to  esti- 
nate  correctly  the  change  in  the  value  of 
>il  in  the  ground." 


These  changes  necessitated  new 
nethods  of  identifying  attractive  invest- 
nents  among  oil  companies.  During  the 
arlier  period  of  stable  prices  and  avail- 
bility,  investment  decisions  could  be 
•ased  on  overall  investment  criteria,  such 
s  price/earnings  ratios  and  dividend 
[tayout  trends.  When  stability  ended,  it 
j>ecame  necessary  to  concentrate  on  the 
'  quidating  nature  of  the  oil  industry:  an 
l>il  company  is  truly  going  out  of  business 
jhe  day  it  produces  its  first  barrel. The 
i>nly  thing  that  delays  the  process  is  dis- 
lovering  additional  reserves. 

The  key  to  identifying  attractive  oil 
I  ompanies  has  become  the  ability  to  esti- 
mate correctly  changes  in  the  value  of  oil 
n  the  ground  and  the  implications  of  such 
I  hanges  for  new  investment  and  develop- 
ment. Unfortunately,  reserve  values 
ihange  rapidly.  For  example,  a  million- 
t>arrel  field  valued  in  1978,  a  time  of  fairly 
igid  price  controls,  would  have  been 
Vorth  about  $5  million. That  same  prop- 
rty,  if  discovered  a  year  later  when  newly- 
iscovered  oil  was  decontrolled,  would 
:  ave  been  valued  at  $6  to  $7  million.  And 
1 1980-81,  after  another  sharp  price  rise 
allowing  the  Iranian  revolution,  its  value 
/ould  have  leaped  to  S12  million.  A 
iiillion-barrel  field  that  would  have  cost 
:  erhaps  $5  million  to  develop  in  1978 
/ould  now  deliver  a  handsome  margin 
ven  with  inflated  drilling  costs  of  perhaps 
7  million. 

Assessing  the  present  value  of  an  oil 
ompany's  reserves  requires  analytical 
ompetency  that  stems  from  in-depth 
inderstanding  of  the  geological  and  other 
'  riteria  that  oil  companies  use  to  look  at 
apital  investment  decisions.  Because 
iresent-value  analysis  is  only  as  good  as 

om  Petrie,  Managing  Director  and  senior  oil 

nalyst,  is  based  in  Denver.  For  copies  of  our 

'etroleum  Group 's  research,  contact 

irst  Boston,  20 Exchange  Place,  New  York. 

IY 10005.  Phone  (212)  825-2000.  Or 

irst  Boston.  1625  Broadway,  Denver,  CO 

0202.  Phone  (303 1893-2266. 


its  input  is  accurate,  First  Boston's  energy 
group  has  focused  its  attention  on  devel- 
oping solid  technical  insights  into  industry 
activities.  And  because  part  of  ourresearch 
effort  is  based  in  Denver,  the  country's 
new  and  fast-developing  energy  center, 
we  have  the  added  advantage  of  contact 
and  everyday  interchange  with  operating 
and  decision-making  people  in  the  industry. 
This  enables  us  to  recognize  immediately 
important  new  exploration  and  production 
developments. 

Utilizing  the  informed  data  provided 
by  our  on-scene  approach,  First  Boston's 
present-value  model  starts  with  production 
profiles  over  the  life  of  the  fields.  To  this 
is  added  a  pricing  profile  that  starts  with 
the  base  price  of  the  hydrocarbons  pro- 
duced. From  these  profiles,  First  Boston 
generates  a  revenue  stream  over  the  life  of 
the  property  and,  finally,  discounts  that 
cash  flow  to  a  present  value. 

The  focus  on  discounted  flow  analysis 
has  stood  First  Boston's  customers  in  good 
stead  during  the  current  favorable  market 
cycle. 

"Present-value  analysis  is  only  as 
good  as  its  input  is  accurate'' 

Consider  that  oil  stock  prices  have 
outperformed  the  market  since  August, 
1978,  with  no  more  than  a  month  or  so 
lapse.  If  investors  had  been  guided  merely 
by  traditional  price/earnings  ratios,  they 
would  have  sold  when  stocks  went  beyond 
historic  ranges,  i.e.,  over  90  percent  of 
the  S&P  relative  price/earnings  ratio. 
However,  by  focusing  instead  on  the  impli- 
cations of  our  present-value  analysis,  we 
perceived  that  some  of  these  stocks 
should  sell  at  multiples  equal  to  the  S&P 
or  even  above  it.  Customers  who  followed 
our  recommendations  in  1980  experienced 
excellent  returns. 

Our  ability  to  analyze  and  evaluate 
reserves  led  First  Boston  to  anticipate  the 
importance  of  the  Overthrust  Belt  and  the 
Williston  Basin  as  emerging  petroleum- 
producing  areas.  With  the  current  expan- 
sion of  available  funds,  we  foresee  a 
continued  period  of  dynamic  growth  for 
the  oil  industry.  A  host  of  projects  that 
have  been  backlogged  are  now  economic- 
ally feasible— particularly  for  flexible  and 
aggressive  major  companies  and  for  the 
independents.  This  new  growth  will  under- 
score the  importance  of  present-value 
analysis  for  profitable  oil  investment 
decisions. 


If  First  Boston 

Investment  Bankers 


Air  Florida  thought  it  had  the  Air  California 
acquisition  in  the  bag.  But  it  hadn't  reckoned 
on  dealing  with  Herbert  Kunzel. 


The  battling  trustee 


Westgate-Califomia  Trustee  Herbert  Kunzel 
He  wasnt  about  to  let  Air  Florida  steal  Air  California. 


By  Michael  Kolbenschlag 

WHEN  ANIMPRESSIVE,  $90,0 
promotional  extravaganza 
AirCal  played  in  the  Newpc 
Beach  Sheraton  last  month,  grandfath* 
ly  gray,  72-year-old  Herbert  Kunzel  sat! 
the  rear  of  the  ballroom  tapping  his  fq 
to  the  music,  looking  every  bit  the  sat 
fied  producer.  As  well  he  might. 

Kunzel  thought  up  the  show  to  ind 
duce  AirCal,  the  new  name  for  $158  m 
lion  (revenues)  Air  California,  the  regiu 
al  airline  that  is  the  main  asset  of  ban 
rupt  Westgate-California  Corp.  Kunzel; 
Westgate's  trustee  and  chairman  of 
California.  He's  also  the  man  responsil: 
for  giving  AirCal  the  newest  fuel-el 
cient  airplanes  (four  recently  leased  M 
Donnell  Douglas  DC-9  super  80s)  and 
future  that  could  bring  quadrupled  ra 
enues  by  1984,  thanks  to  such  new  des 
nations  outside  California  as  Seattle  ai 
Las  Vegas. 

If  promotional  shows  received  Oscai 
Kunzel  and  Air  California  would  pro 
ably  get  one — at  least  in  a  West  Coa 
vote.  On  the  East  Coast  the  mood 
more  subdued.  Eli  Timoner,  president 
$161  million  (revenues)  Air  Florida 
Miami  is  not  applauding.  Kunzel's  pi 
motional  show  has  generated  a  lot 
interest  and  now  Air  Florida's  $45  m 
lion  takeover  of  AirCal  is  being  cha 
lenged  by  at  least  one  other  bidder.  "V 
had  a  deal  but  now  they  are  changing  ti 
rules,"  gripes  Timoner. 

AirCal  looked  like  easy  prey  when  e 
pansion-minded  Air  Florida  (It  never  c 
fered  regularly  scheduled  service  out 
Florida  until  1978,  but  today  claims 
have  more  Miami-to-Europe  flights  th 
any  other  airline)  made  its  bid  in  19£ 
Although  profitable,  AirCal  was  part 
C.  Arnholt  Smith's  Westgate  empiu 
which  collapsed  in  1973.  The  $1  billic 
failure  included  the  U.S.  National  Bar 
of  San  Diego — one  of  the  biggest  bar 
failures  since  1933. 

Air  Florida  was  proposing  to  acqui 
not  only  AirCal  but  the  other  remainm 
assets  of  Westgate — some  fishing  vesse 
and  a  tuna  cannery  in  Puerto  Rico.  Tl 
Federal  Deposit  Insurance  Corp. — the  r 
ceiver  of  the  USNB  and  the  largest  Wes 
gate  creditor — and  another  major  crec 
tor  were  eager  to  close  the  books 
Westgate  by  selling  Air  Florida  85% 
Westgate's  preferred  shares,  and  26% 
its  common,  for  $14  million.  Air  Floric 
was  -then  to  tender  $18  a  share  for  tli 
balance  of  the  stock  to  be  issued  by 
reorganized  Westgate. 

First,  however,  Air  Florida  had  to  g 
Civil  Aeronautics  Board  approval  of  tl 
deal.  During  that  delay  earlier  this  yea 
crusty  Herb  Kunzel,  a  retired  Intern 
tional  Harvester  executive,  contmut 
his  efforts  to  get  more  than  Air  Florida 
$45  million  proposal.  "I  had  the  feelir 
that  there  was  more  value  in  Westgai 
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The  Rattlesnake      The  Serge 

Frederic  Remington's 

powerfully  dramatic  and  eloquent  bronzes 


Cast  full  $ize  to  the  exacting  details  of  the  original.  Each  bronz 
and  hand  finished  to  completion  icith  its  quality  guaranteed. 

Limited  Edition  -1,000  each 

Offering  Price •  The  Rattlesnake  $2,200  •  The  Sergeant  $450 

AH  orders  bonded  and  insured 
ninety  days  to  guarantee  your 
unconditional  refund. 

To  discuss  The  Rattlesnake, 
The  Sergeant, The  Bronco  Buster 

or  other  exciting  Remington  Bronzes 
contact: 

Americana 

One  Bunker  Hill 
601  Wesl  Fifth  Street 
Los  Angeles.  California  9001? 
Telephone: 

800-421-8033  213-623-1083 
Major  Credit  Cards  Honored 


The  Sergeant    \7.lk  inches  including  base 


Vie  Rattlesnake   24  xh  inches  including  base 


SOME  SERIOUS  NOTES  ON  MOVING. 


In  we  were  getting/'  says  Kunzel. 
|  nd  Air  California  has  become  more 
luable."  The  airline  earned  more  than 
t|)  million  last  year,  or  nearly  one-third 
i!  re  than  Air  Florida  did  on  similar  rev- 
ues. What's  more,  AirCal  was  growing 
fo  a  year  in  terms  of  seat-miles, 
kunzel  also  knew  that  if  he  got  more 
j  AirCal  than  Air  Florida  was  offering 
j  stood  a  good  chance  of  making  whole 
ii  $60  million  or  so  still  owed  to  West- 
je's  creditors.  That's  what  Kunzel  gets 
Id  for  as  a  trustee,  earning  more  than 
million  in  fees  so  far  for  satisfying  or 
judiating  the  majority  of  the  $1  bil- 
l-plus in  claims  against  Westgate. 
iking  the  last  of  those  creditors  whole 
pe  says,  a  matter  of  pride. 
J  o  Kunzel  looked  for  other  offers,  using 
f  promotional  scheme  and  a  general 
i5  million  AirCal  face-lift  as  bait.  Earli- 
^his  month  a  consortium  of  California 
|l  estate  developers,  who  had  been  un- 
jling  to  outbid  Air  Florida  in  1980, 
[idenly  reappeared,  offering  $35  mil- 
Si  for  Air  California.  Kunzel  welcomed 
j  bid  that  was  only  for  the  airline  rath- 
than  for  the  entire  Westgate.  As  he 
;:ulated  it,  the  eventual  sale  of  the 
er  Westgate  assets  could  yield  an  ad- 
j.onal  $25  million.  This  would  make 
California  developers'  offer  worth 
r>  million  to  Westgate,  or  the  equiv- 
pt  of  about  $21  per  share  for  the  West- 
p  common  stock. 

Lir  Florida  was  quick  to  holler  foul, 
je  didn't  want  the  tuna,  but  the  trust- 
|  told  us  it  was  all  or  nothing,"  charges 
honer.  "We  were  forced  to  bid  on  the 
lire  Westgate  group." 
Lunzel  responds  to  these  charges  in 
i  strongest  language: 
(Air  Florida  could  have  purchased  Air 
!  ifornia  alone  if  they  had  been  willing 
iwait  for  the  reorganization  of  West- 
|e.  But  they  wouldn't  wait,  and  tried 
do  a  deal  through  the  back  door  with 
j  FDIC,"  he  says.  "Each  deal  is  judged 
its  value  to  the  creditors.  There  are 
feral  others  who  may  soon  enter  the 
ding  for  AirCal."  And  there  will 
ibably  be  a  new  bid  from  Timoner 
p  vows:  "We  will  do  whatever  we 
e  to  do  to  acquire  AirCal."  Herb 
lzel  couldn't  be  more  pleased  at  the 
spect. 

:'s  turning  out  to  be  a  good  bankrupt- 
for  Kunzel.  He  has  already  beaten 
/n  the  original  claims  of  the  FDIC 
n  $300  million  to  $70  million,  claim- 
the  FDIC  was  in  part  responsible  for 
acquisitions  made  by  USNB  prior  to 
failure.  Now  he's  making  the  remain- 
bona  fide  creditors  whole.  What's 
t?  Maybe  a  book  on  the  financial 
uhinations  of  C.  Arnholt  Smith,  he 
Is.  And  then  there's  his  new  job  as  a 
ector  of  Itel.  He  has  developed  some- 
lg  of  a  reputation  for  working  with 
|c  companies,  and  he  may  never  get  to 
ire  again.! 
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When  you  move,  make  sure  your 
mail  arrives  at  your  new  address 
right  after  you  do. 

The  key  is  this:  Notify  everyone 
who  regularly  sends  you  mail  one 
full  month  before  you  move. 


Your  Post  Office  or  Postman  can 
supply  you  with  free  Change-of- 
Address  Kits  to  make  notifying 


even  easier. 

One  last  serious  note. 
Use  your  new  ZIP  Code. 


Don't  make  your  mail  come  looking  for  you. 
Notify  everyone  a  month  before  you  move. 

©USPS  1980 
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Introducing 
the  only  travelers  cheque 

with  new  services 
that  protect  more  than 
just  your  money. 

People  who  lose  their  travelers  cheques  often  lose  other  things  with  them.  Cash,  credit  cards,  even 
their  identification. 

That's  why  American  Express5  Travelers  Cheques  is  introducing  5  exclusive  services  designed 
to  give  you  extra  vacation  protection,  at  no  extra  cost.  And  they're  available  to  all  American  Express 
Travelers  Cheque  customers  who  lose  their  travelers  cheques  in  the  U.S.  or  Canada. 

No  other  travelers  cheque  offers  even  one  of  the  following  services.  So  if  you  want  the  best 
vacation  protection,  there's  only  one  travelers  cheque  to  ask  for:  American  Express. 

Only  American  Express  will  help  you  cancel  your  credit  cards  if  they're  lost  with  your  travelers  cheques. 

When  you  call  the  American  Express  Refund  Center  to  report  your  loss,  simply 
tell  one  of  our  refund  operators  that  your  credit  cards  are  also  missing.  No 
matter  what  hour  it  is,  you'll  be  transferred  to  a  special  operator  who 
will  assist  in  canceling  any  cards  that  were  issued  to  you  in  the  U.S. 
or  Canada.  That's  all  there  is  to  it. 


Only  American  Express  will  issue  you  a  temporary  ID  card  if  all  your  identification  is  lost  with 

your  travelers  cheques.  Following  verification,  one  of  our  Refund 
Center  operators  will  direct  you  to  an  American  Express  Travel 
Service  Office  in  the  U.S.  or  Canada,  where  you  can  pick  up  your 
ID.  It  has  our  name  and  phone  number  on  it,  so  you  can  use  us  as 
a  reference  wherever  you  go. 

Only  American  Express  will  cash  a  check  for  up  to  $200  if  you  need  extra  money  with  your 

travelers  cheque  refund.  After  your  U.S.  or  Canadian  check  is 
authorized,  any  of  our  Travel  Service  or  Representative  Offices  in  the 
U.S.  or  Canada  will  cash  it  for  you. 


Only  American  Express  will  put  its  Travel  Service  at  your  service  24  hours  a  day  if  you  need  to 

change  travel  plans  because  of  your  loss.  One  of  our  Refund  Center 
operators  will  transfer  you  to  a  Travel  Service  Hotline  operator  who  can 
help  you  arrange  airline,  car  and  hotel  reservations. 

Only  American  Express  will  send  a  Mailgram®  for  you  at  no  charge  anywhere  in  the  U.S.  or 

Canada,  at  any  hour  of  the  day  or  night.  Just  give  the  message  you'd 
like  to  send  to  one  of  our  Refund  Center  operators— the  operator  will 
take  care  of  the  rest.  It's  a  service  which  could  prove  very  helpful  if 
you  want  to  notify  someone  of  a  change  in  travel  plans 
and  you're  having  trouble  reaching  them  on  the  phone. 


Now  we  protect  more  than  just  your  money. 
Nowwehelp  protect  your  vacation. 


AMERICAN! 
EXPRESS 


■■Wllllll  IMHIIIIHIII 


Beneath  Condec  s  shabby  exterior  there  is  at 
least  one  gem — the  world's  largest  robot  man- 
ufacturer. The  rest  is  not  as  bad  as  it  looks. 


Springtime  for 
an  ugly  duckling 


By  Subrata  N.  Chakravarty 


/  tarnation's  Joseph  Kngelberger  ( left )  with  Norman  Schajler  of  parent  Condec  Corp. 
"The  bankers  kept  asking  me  when  I'd  get  rid  of  the  turkey." 


Since  1976  its  earnings  have  decli 
63%  on  flat  sales  volume.  In  the  first  j 
of  fiseal  1981  it  showed  an  opera) 
loss.  Yet  the  stoek  of  $275  million  (sa 
Condec  Corp.  sells  at  a  dazzling  27  ti| 
1980  earnings,  while  such  corpo) 
heavyweights  as  General  Electric 
IBM  sell  at  just  10  times  their  earnini 

What's  going  on  here?  Have  V 
Street's  money  managers  flipped  tl 
collective  lids?  Not  necessarily.  V 
Street  is  betting  that  Condec,  an  und« 
able  ugly  duckling,  may  be  turning  in 
corporate  swan.  Reason:  Its  prize  sub 
iary,  Unimation  Inc.,  is  easily  the  wor 
largest  maker  of  industrial  robots. 

As  the  U.S.  buckles  down  to  the  1< 
neglected  task  of  improving  the  prod 
tive  efficiency  of  its  manufaetui 
plants,  the  use  of  labor-saving  robot 
soaring  in  such  functions  as  welding,  i 
terials  handling  and  assembly.  The  m 
customer,  so  far,  is  the  automotive 
dustry.  General  Motors  recently  pla 
its  largest  order  ever,  for  520  robots.  N 
other  types  of  manufacturers,  like  Ger 
al  Electric  and  National  Lead,  are  be£ 
ning  to  buy  robots.  If  the  long-predic 
robot  revolution  is  finally  under  w 
Unimation,  the  leader  in  both  technc 
gy  and  volume,  and  Condec's  pati 
chief  executive,  Norman  Schafler,  wil 
the  prime  beneficiaries. 

That  Unimation  exists  at  all  is  a  tj 
ute  to  the  vision  of  its  president,  Joso 
F.  Engelberger,  generally  acknowled, 
as  the  father  of  commercial  robotics, 
to  the  faith  of  Schafler.  Engelberger,  n 
55,  has  been  intrigued  by  the  notion 
robots  ever  since  he  was  a  young  man 
took  the  first  course  in  servo  theory 
principle  behind  the  robot's  mechani] 
arm  movement]  ever  given,  during  Wc 
War  II  at  Columbia,"  he  says. 

But  it  wasn't  until  1958,  after  a 
years  of  running  an  unprofitable  aircrj 
components  subsidiary  for  an  old-1 
crane  company,  that  Engelberger 
into  the  man  who  would  finance 
dreams  of  robots:  Norman  Schafler. 
just  $600,000  Schafler  bought  up  the  si 
sidiary,  Consolidated  Controls,  and  g 
Engelberger  the  green  light  to  develop 
industrial  robot. 

What  suddenly  made  the  concept 
robots  economic  in  the  early  1960s  wa 
combination  of  rising  labor  costs 
lower  production  costs,  thanks  to  tr 
sistbrs  and  the  digital  capability  of  ca 
puters,  which  reduced  component  c 
and  size  while  increasing  reliabil 
Costs  have  been  coming  down  stead 
ever  since. 

But  others  had  seen  the  same  pot 
tial;  some  after  Engelberger  had  to 
them  about  it  himself.  "When  you're  t 
ing  to  raise  money,  you  spill  your  gut 
Engelberger  says  ruefully.  "I  spilled  mi 
to  a  lot  of  people.  AMF  started  in 
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They're  going  on  right 
now.  Which  means  your 
GMC  truck  dealer  can  offer 
the  kinds  of  deals  it  takes  to 
sell  a  truck  these  days. 

Frankly  he's  got  an  over- 
supply  of  trucks.  Including 
pickups,  Caballeros,  vans, 
Jimmys.  As  well  as  the  eco- 
nomical Super  Saver  pickup, 
whose  remarkable  EPA-esti- 
mated  mileage  is  shown  here. 


EST.  HWY. 

EPA  EST.  MPG 

30 
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And  he  can  offer  Super 
Sellin'  deals  that  make  these 
very  attractive  trucks  very 
attractive  buys. 

It's  easy  to  get  a  good 
deal  on  a  truck  these  days. 
The  big  difference  in  a  Super 
Sellin'  deal  is  the  name  of 
the  truck  you're  getting, GMC. 

See  your  GMC  truck 
dealer  for  a  Super  Sellin'  deal. 


Trucks  are  what  we're  all  about. 


Use  estimated  MPG  for  comparison.  Your  mileage  may  differ  depending  on  speed,  distance, 
weather.  Actual  highway  mileage  lower.  Super  Saver  pickup  not  available  in  California. 
GMC  pickups  are  equipped  with  GM-built  engines  produced  by  various  divisions. 

See  your  dealer  for  details. 


robot  business  then,  and  so  did  Borg- 
Warncr,  Hughes  Tool  and  General 
Mills." 

By  1961  Unimation  had  developed 
and  installed  its  first  Unimate  robot  in  a 
General  Motors  plant.  It  didn't  look  like 
R2D2  or  Frankenstein's  monster;  it  re- 
sembled nothing  so  mueh  as  a  huge 
mechanical  arm.  Engelberger  foresaw  a 
1,000-robot-a-year  market,  more  than 
Unimation  could  handle  by  itself. 

As  a  result,  by  1962  Condee  needed  a 
partner  to  help  with  development  costs. 
Schafler  surrendered  an  effective  51%  of 
Unimation  to  Pullman  Inc.  in  exchange 
for  an  infusion  of  $3  million  in  cash. 
That  sounded  like  a  good  deal  for  Pull- 
man, but  guess  again.  After  ten  years  of 
pouring  in  $10  million  with  no  return, 
Pullman  threw  in  the  towel  and  ulti- 
mately sold  its  entire  equity  back  to 
Condec  for  $5  million. 

Why  couldn't  Unimation  pull  out  of  the 
red'  "When  we  started  out,  our  robots 
cost  us  $60,000,"  Engelberger  explains. 
"We  sold  them  for  $25,000.  You  see,  no 
one  needs  one.  That's  a  very  important 
philosophical  point.  If  you  need  a  lathe, 
you've  gotta  buy  it.  You  can't  have  people 
carving  by  hand.  People  buy  a  robot  only 
for  the  value  it  gives  them  in  labor  sav- 
ings. So  you  price  to  the  value." 

Few  competing  robot  companies  could 
stand  the  losses.  Even  without  competi- 
tion, it  wasn't  until  1974  that  Unimation 


started  making  money.  "It's  been  a  long, 
hard  road,"  sighs  Schafler.  "I  can't  count 
the  number  of  meetings  I've  had  with 
bankers  and  directors  asking  me  when  I 
was  going  to  get  rid  of  the  turkey.  It  has 
required  a  lot  of  faith." 

Now  Schafler's  faith  in  Unimation  is 
finally  beginning  to  pay  off.  Engelberger 
claims  some  70%  of  robots  sold  to  U.S. 
factories,  and  45%  of  those  sold  world- 
wide outside  Japan,  are  made  by  Unima 
tion.  In  Japan,  the  largest  user  of  industri- 
al robots,  Unimation's  licensee,  Kawa- 
saki Heavy  Industries,  is  the  largest 
robot  manufacturer.  Under  Unimation's 
uniquely  advantageous  deal  with  Kawa- 
saki, Kawasaki  pays  a  royalty  on  every 
robot  it  makes,  even  those  it  develops 
itself.  Unimation,  on  the  other  hand,  has 
the  rights  to  all  Kawasaki's  develop- 
ments free  of  royalty.  So  far  the  agree- 
ment has  run  12  years. 

Between  them,  Unimation  and  Kawa- 
saki have  4,600  Unimates  installed  (80% 
made  by  Unimation),  with  over  15  bil- 
lion hours  of  working  experience.  No  one 
else,  Engelberger  says,  has  even  20%  of 
that  population  in  the  field. 

Unimation  now  offers  the  broadest 
line  of  robots  in  the  industry,  making 
both  hydraulically  operated  large  robots 
for  heavy  tasks  and  small,  electrically 
driven  Unimates  called  PUMAs  (Pro- 
grammable Universal  Machines  for  As- 
sembly) for  lighter  tasks.  At  present  it 


makes  60  robots  a  month,  but  the 
duction  rate  will  double  by  Oct 
Saks  have  soared  from  $8  million  n 
cal  1974  to  $35  million  in  1980.  E| 
berger  projects  sales  of  $50  milho] 
the  year  ending  this  July  and  $100 
lion  next  year  on  the  basis  of  his  bad 

Earnings  are  finally  looking  goq 
well.  To  underscore  the  point  E) 
berger  explains  that  he  gets  no  bi 
unless  earnings  top  $1  million,  rctui 
investment  exceeds  25%  and  rest, 
and  development  expenditures  ar 
least  6%  of  sales.  In  1980  he  quadre 
his  salary  with  over  $205,000  in  bom 

Although  one  of  the  driving  forc< 
the  growing  acceptance  of  robotics 
been  the  falling  cost  of  electronics, 
gelberger  professes  to  be  unconce 
about  competition  from  such  electrc 
giants  as  General  Electric — which 
just  announced  plans  to  enter  the  fit 
IBM  or  Texas  Instruments.  "The 
chanical  part  is  not  easy,"  he  points 
"With  a  robot,  eventually  somethinj 
to  pick  something  up  and  get  it  U 
other  place,  do  it  reliably,  at  high  s 
and  under  adverse  conditions.  Most 
pie  have  fallen  down  on  that, 
thought  they  were  going  to  get  into] 
business  by  writing  software." 

The  future  for  robots?  Practically  li 
less,  says  Engelberger,  especially 
they  can  "see"  and  "touch."  "Iprojec 
industry  as  being  $3  billion  by  1 990," 


MINDS  OVER 

MATTER:  A  #ef finer 

that  tiptoes  out  of  town 

The  plane  streaks  down  the  runway  and  soars  skyward.  But  instead  of  the 
expected  roar,  a  muffled  sound  like  distant  thunder.  For  this  is  the  new  DC-9 
Super  80,  world's  quietest  commercial  jetliner.  The  product  of  inquisitive, 
analytical  minds,  rejecting  the  usual  and  the  expected  to  find  a 
solution  to  the  problem  of  jet  noise. 


mechanical  part  is  not 
sy.  A  robot  has  to  pick 
i  nething  up  and.  get  it  to  an- 
jier  place,  do  it  reliably  at 
th  speed  and  under  adverse 
iditions.  Most  people  have 
len  down  on  that." 


|  ebullient  Engelberger.  "That's  35% 
|<ual  growth.  We  will  have  $1  billion  of 
Ifou  want  to  make  book?" 
K  Schafler's  faith  in  Unimation  has 
larently  been  vindicated,  the  same 
|not  be  said  of  Condec's  other  busi- 
jses.  While  Condec  is  in  some  poten- 
tly profitable  and  growing  business- 
|-ranging  from  flow  control  valves 
Id  in  the  energy  industry  to  thermal 
lulation  and  defense  vehicles  (like  am- 
pious  cargo  carriers)  and  aerospace 
nuclear  controls — sales  have  grown 
|vly  and  earnings  have  been  erratic. 
ie  reason  is  that  some  of  the  business- 
Ijiotably  flow  control  and  defense,  have 
in  flat  for  some  years.  Another  is  that 
|M,  a  maker  of  tire-manufacturing  and 
litics  machinery  has  been  losing  mon- 
bn  the  tire  machinery  for  several  years. 
Jail  it  Schafler's  bad  luck.  Just  when 
kmation  was  finally  turning  the  cor- 
I  after  15  years  of  losses,  his  other 
tnesses  ran  into  trouble.  To  keep  the 
pDiesel  subsidiary  alive,  he  has  ac- 


cepted defense  business  at  cost  for  years. 
Then  he  shifted  production  of  an  experi- 
mental large  robot,  oilfield  jacks  and 
parts  of  howitzer  carriages  to  NRM's 
large,  and  mostly  idle,  plant  to  support  its 
overhead.  Nor  has  he  stopped  investing 
in  the  businesses.  Over  the  past  five 
years  Schafler  has  spent  $17  million  on 
research  and  $43  million  on  plant  and 
equipment,  although  Condec  earned  only 
$25  million  and  had  $21  million  in  depre- 
ciation. Why  didn't  he  cut  back  and  wait 
for  better  times?  "It's  all  in  anticipation 
of  future  earnings,"  Schafler  says  simply. 
Not  surprisingly,  debt  climbed  almost 
$80  million  to  a  staggering  $108  million 
in  loans  and  redeemable  preferred  stock 
[vs.  $77  million  in  equity).  That  has  also 
added  a  crushing  burden  of  interest 
charges,  especially  this  year  when  Con- 
dec's  interest  rate  has  at  times  touched 
an  equivalent  24%. 

But  hope  springs  eternal  for  Schafler. 
All  of  Condec's  businesses,  he  says,  are 
looking  up  despite  a  terrible  first  half. 
The  flow  control  business  is  improving 
thanks  to  increased  energy  exploration. 
The  insulation  business  is  emerging 
from  its  startup  phase  and  should  be  prof- 
itable this  year.  Consolidated  Control's 
aerospace  and  nuclear  controls  for  the 
Navy  are  growing  well  and  arc  very  prof- 
itable. And  ConDiesel  has  won  large  and 
lucrative  defense  contracts,  principally 
for  the  Army's  new  howitzer  gun-car- 


riage and  portable  ribbon  bridge. 

All  the  while  Schafler  has  continued  to 
buy  other  companies'  rejects.  Like  Uni- 
mation, they  have  sometimes  paid  off 
handsomely.  In  1969,  for  example,  he 
bought  the  Com  Air  division  of  Ameri- 
can Safety  Razor,  which  makes  arming 
devices  for  missiles.  He  invested  in  im- 
proving its  technology  and  won  a  major 
subcontract  for  the  cruise  missile. 

Another  executive  might  have  re- 
sponded to  the  years  of  flat  or  declining 
earnings  by  shutting  down  businesses, 
cutting  back  capital  investment  and  re- 
search or  selling  off  promising  ventures 
to  show  short-term  gains.  Another  ex- 
ecutive would  certainly  have  shut  down 
Unimation  in  the  1960s.  Through  it  all, 
however,  Schafler  has  plugged  along  do- 
ing what  was  necessary  to  stay  alive  and 
waiting  patiently  for  his  ships  to  come 
in.  With  robots  being  the  newest  hot 
concept  and  Condec's  stock  selling  at  27 
times  earnings,  Schafler's  14%  stock 
holding  would  leave  him  a  very  rich  man 
at  age  63,  if  he  were  to  sell  out.  But  ask 
Schafler  about  it  and  he  says  flatly:  "It's 
not  my  style  to  sell  the  company.  I  built 
it.  I've  got  total  confidence  that  we  can 
pull  it  all  together  and  make  it  look  the 
way  it's  supposed  to  look." 

Robots,  energy  and  defense.  Norman 
Schafler  is  patiently  waiting  for  his  ugly 
duckling  to  turn  into  the  swan  he  has 
always  known  it  was.  ■ 


The  Sun, 
the  wind,  and 
a  thing  called  fusion. 

Advanced  energy  research  is 
one  of  our  strengths.  Currently,  we're 
working  on  America's  largest  solar/electric 
power  plant;  a  giant  windmill  that  produces  electrical 
or  mechanical  energy;  and  a  way  to  harness  fusion, 

the  energy  of  the  Sun. 


/ 


MCDONNELL. 


:or  more  information,  write:  McDonnell  Douglas, 
Box  14526,  St.  Louis,  MO  63178 


Making  special 
deliveries  out  in  space. 

It  took  good  minds 
working  together  to  create  PAM  — 
our  new  spinning  rocket  that  boosts 
weather  and  communications 
satellites  from  Delta  launch 
vehicles,  and  soon  will  do  the 
same  from  the  Space  Shuttle. 


Foreign  investments  are  all  the  rage  among 
pension  fund  managers.  This  diversification 
makes  sense — but  the  timing  may  he  lousy. 


What's  Japanese  for 
"herd  instinct"? 


By  Jean  A.  Briggs 


Nervous  foreigners  are  socking 
away  savings  in  Wall  Street,  in 
Illinois  farmland  and  in  Sunbelt 
high  rises.  But  one  of  the  latest  U.S. 
investment  trends  is  just  the  opposite. 
The  professionals  who  manage  some 
$300  billion  in  pension  funds  assets  are 
busily  moving  money  abroad.  As  recent- 
ly as  1979,  their  foreign  holdings 
amounted  to  only  $1.75  billion.  By 
the  end  of  last  year,  however,  they 
had  poured  $3  billion  into  markets 
from  Europe  to  Australia,  and 
that  tide  is  swelling  fast:  "By  the 
mid-Eighties,  some  $25  billion  of 
the  funds  will  be  invested  over- 
seas," says  Chris  Nowakowski, 
head  of  InterSec  Research  Corp., 
a  firm  that  monitors  pension 
fund  activities. 

There  are  several  reasons  behind 
this  move,  which  is  already  under 
way  at  perhaps  one-third  of  the 
top  1,000  U.S.  pension  funds.  The 
seven-year-old  ERISA  (Employees 
Retirement  Income  Security  Act) 
gives  investment  managers  a  legal 
mandate  to  minimize  portfolio 
risk,  and  statistical  studies  done  at 
MIT  persuaded  people  that  invest- 
ing some  money  abroad  does  just  that. 
It's  the  old  idea  of  not  putting  all  your 
eggs  in  one  basket.  Also,  many  foreign 
markets  outperformed  U.S.  equities  by  a 
wide  margin  during  the  Seventies,  and  a 
declining  dollar  made  their  advances  all 
the  more  impressive  for  U.S.  investors. 
In  addition,  economic  growth  in  places 
like  Hong  Kong  and  Japan  is  far  faster 
than  in  North  America — a  fact  that  isn't 
lost  on  most  money  men. 

Pension  funds,  of  course,  don't  make  a 
move  without  lots  of  thought  and  ad- 
vice— and  that  for  the  moment  is  where 
the  foreign  investment  boom  is  most 
apparent.  "In  1975  there  were  5  outfits 
offering  international  money  manage- 
ment services,"  says  Nowakowski.  "By 


1977  the  number  had  grown  to  10.  Now 
there  are  52."  Of  that  total,  more  than 
half  are  U.S. -based,  while  the  remainder 
are  foreign  firms  with  domestic  offices 
or  joint  ventures.  The  field  is  growing 
fast:  Another  20  international  managers 
will  open  their  doors  by  year-end. 

Among  the  first  entrants  were  big 
banks  such  as  Morgan  Guaranty,  First 
National  Bank  of  Chicago  and  First  Na- 
tional Bank  of  Boston  and  smaller  spe- 


cialists like  U.S.  Trust  and  Fiduciary 
Trust.  Then  came  two  foreign-based 
firms,  Lombard-Odier  of  Geneva  and 
S.G.  Warburg,  a  London  merchant  bank. 
Now  over  a  half  dozen  more  European 
firms  have  U.S.  offices. 

Domestic  money  managers  such  as 
Batterymarch  and  Fidelity  offer  overseas 
investment  advice,  as  does  Scudder,  Ste- 
vens &.  Clark,  which  has  had  a  mutual 
fund  for  overseas  investing  since  1953. 
More  recently  Kemper  Financial  formed 
a  joint  venture  with  Murray  Johnstone,  a 
Glasgow  firm,  and  Warburg  may  soon 
combine  with  Aetna  Insurance  to  broad- 
en its  base.  Bank  Julius  Baer,  a  Swiss 
firm,  recently  hired  Morris  Off  it,  a  for- 
mer Salomon  Brothers  partner,  to  help 


market  its  overseas  services  in  the  U 
Building  a  foreign  asset  base  is  n 
complicated  than  simply  picking  stot 
Investors  must  study  individual  natic 
economics,  currency  fluctuations  an» 
nally  individual  industries.  Selecting 
individual  company,  in  addition, 
quires  a  knowledge  of  its  worldw 
competitive  position.  A  prerequis 
says  Scudder,  Stevens  &  Clark's  Will 
Holzer,  is  understanding  foreign 
counting  systems  and  tax  laws:  "' 
disclosure  in  foreign  countries  is  not 
as  comprehensive  as  in  the  U.S.,  wf! 
is  another  reason  we  like  to  visit  m 
foreign  countries  that  we  invest  in." 

Warburg's  Richard  Oldfield  illustr; 
the  method.  His  firm,  for  example,  li 
Japan.  Japan's  stock  markets  have  c 
15%  of  the  world's  capital,  but  th 
where  Warburg  is  putting  45%  of 
assets  of  clients  wishing  to  invest  c 
side  North  America — up  from  just  9'' 
1979.  Why?  Inflation  is  falling  in  Ja 
and  growth  prospects  are  good.  Oldf 
feels  the  yen  isn't  overvalued,  and 
thinks  the  current  annual  spring  w 
push  is  likely  to  be  successful— gi\ 
consumers  their  first  real  rise  in  wage 
years.  Thus  Warburg  likes  such  stock 
Hitachi  Credit,  a  small  loan  compc 
and  Marui,  a  retail  chain. 

Down-the-line  assumpti 
that  lead  to  such  investmc 
don't  come  easy.  And  regard 
of  what  MIT's  computers  spit 
about  risk,  monitoring  overj 
holdings  on  a  day-to-day  basi 
clearly  more  difficult  than  si 
ing  on  familiar  home  turf.  C 
reason  for  all  that  bother  is 
recent    heady    gain    in  fore 
markets.  Over  the  past  six  ye 
according  to  Geneva-based  C 
itol    International,    the  eqi 
markets  in  Europe,  Australia 
the  Far  East  returned  an  avet 
of  20.1%,  while  the  S&P's 
up  17.4%  and  A.G.  Becker's  1 
dian  U.S.  investment  fund  gai 
only  12.6%. 

To  the  extent  that  these  r 
investments  represent  balan 
diversification  for  U.S.  pension  funds 
course,  today's  international  emph, 
will  surely  be  healthy  over  the  1 
term.  But  the  timing  may  be  awkw; 
The  moment  to  buy  equities  in  Eur 
and  Asia  is  hardly  when  they  are  rid 
a  wave  of  strong  performance  and  w 
the"  dollar  is  regularly  hitting  new  hi 
against  the  mark  and  the  yen.  Even 
year,  only  three  of  the  top  ten  fore 
markets  fared  better  than  U.S.  inde: 
"The  momentum  has  already  built 
and  fund  managers  are  sticking  their 
toes  into  the  water,"  says  M.  Da 
Testa,  president  of  Rowe  Price-Flerm 
Unless  these  foreign  advances  proc 
with  caution,  some  money  men  may 
wetter  than  they  intend.  ■ 
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IRELAND  TODAY 


Maximum  io%  tax 
on  profits  until 
the  21st  century. 


REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 


10%  Maximum  tax  on  manufacturing  profits  until  the  year  2000-  a  clear  indication  of  a  consistent  and  long  term 
Government  attitude  to  industry. 

Mj/V  IrGldnd  The  lr'sh  9ovemment'sinc|ustrial  development  agency  has  offices  in  New  York,  Tel  (21 2)972-1000: 

industrial  development  authority     Chicago,  Houston,  Los  Angeles,  Cleveland,  San  Francisco,  Boston  and  Fort  Lauderdale. 

This  announcement  is  published  by  IDA  Ireland.  200  Park  Avenue,  New  York  1001 7.  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  ot  the  Government  of  Ireland. 

This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Governmej 


Test  drive  a  computer?  Com 


Customers  of  the  IBM  Data  Processing  Divi- 
sion can  "test  drive"  their  new  IBM  communica- 
tions system  while  it's  still  in  the  planning  stage. 
At  the  IBM  Communications  Marketing  Support 
Center  in  Raleigh,  North  Carolina,  a  powerful 
simulation  tool  can  show  how  each  element  in  a 
proposed  new  system  contributes  to  response 
time  down  to  the  millisecond,  or  can  predict  total 
system  capacity  far  into  the  future. 

Customers  who  visit  Raleigh  typically  spend  a 


week  examining  everything  from  changes  in  apt 
cation  subsystems  and  terminals  to  full-sc; 
distributed  processing  networks.  They  work  w 
our  staff  to  evaluate  proposed  design  chara 
and  assess  the  cost  trade-offs  associated  w: 
network  alternatives.  And  they  leave  with  detail 
projections  on  which  to  base  an  objective  decisk 
Since  a  major  communications  system  c 
affect  a  business  for  years  to  come,  we  believe  j 
important  to  know  in  advance  what  to  expect. 


»  our  Raleigh  proving  grounds. 


Our  center  in  Raleigh  -  one  of  many  that  pro- 
ides  education,  industry  and  system  support  - 
hows  once  again  what  you  can  expect  when  you 
nvest  in  an  IBM  system.  You  get  not  only  the 
test  IBM  technological  advances  in  hardware, 
ou  also  benefit  from  our  extensive  software  offer- 


ings and  service  wherever  you  are. 

One  customer  called  his  test  drive  the  best  and 
most  useful  performance  evaluation  tool  he'd 
ever  seen.  We  see  it  as  another  way  to  help  you 
make  better  use  of  information,  which  in  the  final 
analysis  is  why  we're  in  business  in  the  first  place. 


Omark  Industries  got  tired  of  being  a  slave  to 
cycles,  so  it  reached  out  to  the  handy  home- 
owner to  balance  its  business. 


By  William  Harris 


Chain  leader 


Omark  Industries  President  Ted  Smith 

He  knows  that  lumberjack  and  homeowner  are  alike  when  it  comes  to  chain. 


HOUSING    STARTS   ARE    DOWN  HT 
the  outlook  for  an  upturn 
bleak  right  now.  The  timber 
dustry,  naturally,  is  in  another  of 
cyclical  recessions.  Yet  President  Tt 
Smith  of  Omark  Industries  Inc. — tl 
world's  leading  maker  of  cutting  cha 
for  power  saws — says,  "I  expect  o 
earnings  [in  the  fiscal  year  ending  Jul 
30]  to  drop,  at  worst,  no  more  than  10 
from  last  year,"  when  the  compai 
earned  $25  million,  $3.57  a  share,  c 
$251  million  in  sales. 

That's  a  remarkable  performance  f 
Portland,  Ore. -based  Omark,  which  suj 
plies  close  to  two-thirds  of  the  cuttii 
chains  that  professional  lumberjacks  u 
In  1975,  the  last  time  timber  hit  tl 
doldrums,  Omark  earnings  fell  38% 

But  that  decline  proved  a  tur 
ing  point.  To  overcome  the  fore 
industry's  cycles,  Omark  aggn. 
sively  began  to  go  after  the  horn 
owner,  the  do-it-yourself  cha 
saw  user,  pushing  its  Orego 
brand  chains  through  mass  mc 
chandise  hardware  stores  inste 
of  distributing  only  through  s 
manufacturers'  dealers.  Not  on 
did  sales  grow — chain  sales  cq 
stitute  61%  of  Omark 's  141 
companywide  gain  in  sales  sin 
1976 — but  operating  profits  ii 
proved  dramatically,  from  14 
back  then  to  20%  in  the  last  tv 
years.  Return  on  shareholders'  g 
uity  has  been  running  at  reca 
levels  as  well,  averaging  abo 
24%  over  the  last  two  years. 

"There's  little  difference  I 
tween  chain  used  in  professior 
and  in  consumer  chain  saws,"  t 
plains  Ted  Smith.  Except  t 
margins:  Sales  to  the  han 
homeowner  produce  far  bet 
margins  than  sales  to  saw  mar 
facturers  or  professional  logge 
Consumer  acceptance  of  an  i: 
plement  that  was  better  kno\ 
in  horror  movies  than  in  hon 
has  made  the  chain  saw  as  co 
mon  in  suburban  toolsheds  as  t 
power  drill  and  hedge  trimm 
and  helped  Omark  balance 
business.  The  company  gets  3(- 
of  its  chain  sales  from  the  hon 
use  market  today,  vs.  64%  frc 
industrial  use. 

But  will  those  handsome  m 
gins  draw  a  crowd  to  the  ch; 
business?  Although  two  s 
manufacturers,  Homelite  a 
Stihl,  already  make  some  of  th 
own  chains,  Smith  says 
doesn't  think  the  other  two  n 
jor  saw  manufacturers,  McC 
loch  and  Beaird-Poulan,  v< 
reach  for  a  piece  of  Omark's  p 
What  may  keep  them  from  try; 
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A  claim  no  other 
insurance  company  can 


1968:  The  Travelers  establishes  the  first  24-hour  claims  Hot  Line 
staffed  by  specially  trained  claims  personnel. 

Anytime,  day  or  night,  when  you  call  The 
Travelers  with  a  claim,  you  don't  talk  to  a 
recording. 

You  talk  to  one  of  our  people.  Someone  who 
will  take  down  the  information,  answer  questions, 
and  get  your  claim  processed  as  fast  as  possible. 
And  that  claim  can  be  for  something  as  small  as  a 
broken  window  in  your  store  or  something  as  big 
as  a  fire  that  destroys  your  company's  warehouse. 

Whatever  your  insurance  needs  are,  just  look 


up  the  name  of  an  independent  Travelers  agent  or 
broker  in  the  Yellow  Pages. 

Considering  where  we've  been  and  where 
we're  going,  why  would  you  call  anyone  else? 


THE  TRAVELERS 


The  Travelers  Insurance  Company,  The  Travelers  Indemnity  Company,  and  their  Affiliated  Companies,  Hartford,  C  I  06115 


is  Smith's  continual  spending  on  manu- 
facturing efficiency  at  Omark's  chain 
plants  in  Portland,  Puerto  Rico,  Canada 
and  Brazil. 

Twenty  years  ago  Omark's  nonunion 
workers  assembled  cutting  chain  by 
hand,  a  costly  process.  In  a  particular  6- 
mch  strip  of  chain  there  are  41  precision- 
engineered  pieces,  strong  enough  to  hold 
together  while  slashing  wood,  but  flexi- 
ble enough  to  rotate  at  tremendous 
speeds.  Today  one  machine  can  turn  out 
as  much  chain  as  63  workers  formerly 
did.  Thousands  of  individual  pieces — 
cutters,  drive  links,  tie  straps  and  riv- 
ets— spill  into  one  end  of  the  assembling 
machine  while  finished  chain  snakes  out 
the  other.  A  built-in  microprocessor 
alerts  the  operator  to  any  malfunction, 
while  six  maintenance  engineers  per 
plant  hold  machine  "downtime"  to  a 
minimum.  The  result:  Omark's  manu- 
facturing costs  have  grown  by  only  16% 
in  the  the  last  five  years,  less  than  a  third 
of  the  general  inflation  rate. 

And  Smith,  61,  Omark's  boss  for  the 
last  seven  years,  keeps  pouring  it  on. 
Some  $25  million — three-quarters  of 
Omark's  fiscal  1981  capital  expendi- 
tures— will  go  toward  chain-making  effi- 
ciencies, with  another  $30  million  ear- 
marked for  next  year.  He  is  also  expand- 
ing capacity. 

"Although  the  U.S.  home  users  market 
will  be  slowing  over  the  next  few  years, 
we're  just  beginning  to  tap  the  foreign 
consumer  market,"  says  Smith,  relishing 
the  prospect.  His  whole  background  is 
international.  Born  in  China,  the  son  of 
an  American  oil  executive,  Smith  spent 
14  years  in  export  work,  following  three 
years  at  Stanford,  before  joining  Omark 
in  1959  as  its  international  marketing 
manager.  He  expects  consumer  chain 
sales  to  grow  as  rapidly  abroad  as  they 
have  in  the  U.S. — 24%  a  year  compound- 
ed annually  in  recent  years — and  he  sees 
potential  in  the  professional  market 
overseas  as  well.  "We're  selling  chain  in 
over  100  countries,  but  there's  room  for 
further  market  penetration,  particularly 
in  places  like  Russia  and  China."  Omark 
will  not,  however,  license  its  chain-mak- 
ing technology  overseas.  Smith  wants 
the  whole  nut — both  manufacturing  and 
selling. 

From  chains  and  related  items — 55% 
of  Omark's  sales — plus  smaller  stakes  in 
.22-caliber  ammunition,  log-loading 
equipment,  consumer  cutting  tools  and 
industrial  fasteners,  Smith  aims  to  hit 
$750  million  in  sales  by  1985.  He  hopes 
to  keep  earnings  growing  15%  a  year,  he 
says,  and  to  maintain  return  on  equity  at 
19%  or  better. 

For  future  growth,  he  is  excited  by 
Omark's  Trak-lok,  a  clasplike  device 
that  fastens  rails  to  ties,  replacing  the 
traditional  railroad  spike. 

"The  potential  is  staggering,"  says 
Smith.   "The  fasteners  sell  for  $3.25 
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apiece,  but  four  of  them  are  used  per  tie. 
About  21  million  railroad  ties  are  re- 
placed every  year,  a  potential  $270  mil- 
lion annual  market." 

Although  spikes  are  considerably 
cheaper  than  Trak-lok  fasteners — at  least 
in  the  short  run — Smith  claims  spikes 
don't  hold  nearly  as  well  and  have  to  be 
rehammered  often  because  they  come 
loose.  U.S.  railroads,  while  testing 
Omark's  device,  aren't  rushing  to  buy. 
But  Australian  steelmaker  Broken  Hill 
Proprietary  is  buying  $4  million  worth  of 
Trak-loks  for  its  in-house  railroad,  the 
first  large  commercial  order.  "This  could 
be  a  tremendous  business  for  us,  even 
changing  the  whole  company's  direc- 
tion," says  Smith  grandly,  before  re- 


membering to  add,  "We're  not  count 
on  that  yet." 

Omark,  a  highly  profitable  compa 
with  a  solid  brand  franchise,  would  ma 
a  juicy  target  for  acquisitors.  But  insidl 
control  41%  of  Omark's  stock,  so  Smj 
has  no  worry  there.  The  biggest  buyei 
Omark  stock,  in  fact,  has  been  the  ca 
pany  itself,  which  several  years  j 
bought  back  25%  of  its  shares.  "0 
stock  was  selling  below  book  vahi 
Smith  says,  "and  was  the  best  buy  in  1 
market." 

Smith  may  still  be  right  about  that,  I 
the  market  appears  to  be  waiting 
evidence  that  indeed  Omark  is  no  Ion 
a  cyclical  company.  The  results  for  19 
therefore,  could  be  persuasive.  ■ 


Congress  seems  ready  to  expand  Individuc 
Retirement  Accounts  in  order  to  boost  saving 
and  ease  the  plight  of  Social  Security. 


Saving  the 
tax-deferred  penny 


By  Beth  Brophy 


Signs  of  a  shift  in  emphasis:  After 
years  of  allowing  the  tax  system  to 
encourage  borrowing — through  de- 
ductibility of  interest — sentiment  is 
growing  in  Congress  to  increase  the  tax 
benefits  for  saving.  There  is  a  consensus 
building  that  more  people  should  be  eligi- 
ble for  tax-deferred  savings  in  Individual 
Retirement  Accounts  and  that  limits  be 
raised  on  annual  savings  contributions. 

The  objectives  are  to  create  a  pool  of 
long-term  savings  in  the  economy  and  to 
ease  pressure  on  the  Social  Security  sys- 
tem by  encouraging  Americans  to  put  by 
something  extra  for  retirement.  Approv- 
al of  the  expansion  could  bring  a  secure 
supply  of  deposits  to  the  nation's  banks 
and  savings  and  loan  institutions,  and  be 
a  boon  to  long-term  savers. 

IRAs,  of  course,  have  been  around 
since  1974,  when  Congress  created  them 
for  workers  not  covered  by  employer 
pension  plans.  But  they  have  never 
proved  popular.  Only  2.5  million  out  of 
an  eligible  55  million  taxpayers  have 
opened  IRAs,  according  to  the  Treasury 
Department,  which — fearing  loss  of  tax 
revenue — will  probably  oppose  the  pro- 
gram's expansion.  But  prominent  mem- 


bers of  Congress — Republican  Senat< 
Robert  Dole  of  Kansas,  Barry  Goldwa 
of  Arizona,  John  Chafee  of  Rhode  Islai 
Democrat  Lloyd  Bentsen  of  Texas  a 
Representative  W.  Henson  Moi 
(R-La.),  along  with  Florida's  Democra 
Senator  Claude  Pepper,  a  leader  on  reti 


The  joys 
of  tax  deferral 


Here's  a  comparison  of  how  muc 
you'll  have  from  a  $l,000-per-year  ir 
vestment  at  8%  in  an  IRA  and  in 
taxable  savings  instrument,  assumin 
a  40%  tax  bracket  for  the  latter. 


Term 

Taxable 

(years) 

IRA 

savings 

.  1 

$  1,080 

$  629 

5 

6,335 

3,461 

10 

15,645 

7,835 

15 

29,323 

13,366 

20 

49,421 

20,356 

25 

78,951 

29,195 

30 

122,341 

40,369 

35 

186,097 

54,494 

40 

279,774 

72,351 

45 

417,417 

94,925 

Source:  Julia  M  Walsh  &  Sons,  Inc.,  Washington.  D  C 
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England,now  only  $4.65 


We  just  reduced  the  price  of 
doing  business  with  England. 
The  new  low  rate  is  $4.65  for  a 
3-minute  call  when  you  dial  the 
call  yourself,  Monday  to  Saturday. 
5  a.m.  to5p.m.  And  it's  only  $3.60 
all  other  times.  A  nice  price  to 
pay  for  the  fastest  way  to  close  a 
deal  today. 

If  you  don't  have  International 
Dialing  in  your  area,  you  still  get 
the  same  low  rate  as  long  as  it's  a 
simple  Station  phone  call. 
(Person-to-person,  credit  card 
and  collect  calls,  for  example,  cost 
more  because  they  require  special 
operator  assistance.)  Just  tell  the 
local  Operator  the  country,  city, 
and  telephone  number  you  want. 

Here's  how  easy  it  is  to  dial 
London: 

INTERNATIONAL  COUNTRY  CITY 
ACCESS  CODE       CODE  CODE 

Oil  +  44  +  1  +  LOCAL  NUMBER 

(If  you  are  calling  from  a 
Touch-Tone  telephone,  press  the 
"#"  button  after  dialing  the  entire  C'  ^ 
number.  This  will  speed  your 
call  along.) 

Only  $4.65  to  close  a  deal  on 
the  spot.  What  a  nice  surprise! 
Or,  as  they  say  in  England, "That 
takes  the  biscuit!" 


Bell  System 


INITIAL  3-MINUTE  DIAL  RATES 


FROM  THE  U  S 
MAINLANDTO: 

DAY  RATE 

LOWER  RATE 

Austria 

$6.15 

—  A 

Belgium 

6.15 

$4.95  B 

Denmark 

6.15 

4.95  B 

Finland 

6.15 

4.95  B 

France 

6.15 

—  A 

Germany 

6.15 

4.95  C 

Ireland 

4.65 

3.60  B 

Italy 

6.15 

4.95  B 

Luxembourg 

6.15 

4.95  B 

Monaco 

6.15 

-  A 

Netherlands 

6.15 

4.95  B 

Norway 

6.15 

4.95  B 

Portugal 

o.lb 

a  d 

4.yb  d 

San  Marino 

6.15 

4.95  B 

Spain 

6.15 

4.95  B 

Sweden 

6.15 

4.95  B 

Switzerland 

6.15 

A 

United 

Kingdom 

4.65 

3.60  B 

Vatican  City 

6.15 

4.95  B 

A)  No  lower  rate  period 

B)  Nights5pm-5am&Sunday 

C)  Nights  5pm-5am  only 

The  charge  for  each  additional 
minuteisl/3theinitial  3-min. 
dial  rate.  Federal  excise  tax  of 
2%  is  added  on  all  calls  billed 
in  the  United  States. 


ment  issues — are  treating  the  IRA  as  an 
idea  whose  time  has  come  at  last. 

Among  the  approximately  one  dozen 
separate  bills  now  in  the  legislative  hop- 
per, the  most  popular  proposals  would: 
allow  employees  already  covered  by  pri- 
vate pension  plans  to  make  additional 
tax-deductible  contributions  to  their 
company  plan  or  set  up  their  own  IRAs; 
let  housewives  set  up  individual  IRAs, 
thereby  increasing  total  family  contribu- 
tions, and  raise  annual  contributions 
from  $1,500  to  $2,000  or  $3,000. 

There  are  other  proposals  that  would 
allow  early  withdrawal  of  IRA  savings  to 
pay  for  education  or  housing.  In  fact,  so 
popular  is  the  IRA  idea  that  it  is  becom- 
ing a  catchall.  "I'm  waiting  for  someone 
in  the  Michigan  delegation  to  introduce 
a  bill  setting  up  automobile  accounts  for 
those  saving  to  buy  an  American  car," 
quips  one  congressional  staffer. 

But  bankers  are  enthusiastic.  "IRAs 
are  a  sleeping  giant,"  says  President  Rob- 
ert O'Brien  Jr.  of  Carteret  Savings  & 
Loan  Association  in  Newark,  N.J.  "So 
many  people  would  start  them  that  sav- 
ings institutions  would  be  able  to  return 
to  the  long-term  mortgage  market."  Sav- 
ings banks  in  New  York  and  the  North- 
east are  asking  customers  to  sign  peti- 
tions and  to  write  their  congressmen 
urging  the  spread  of  IRA  eligibility  and 
the  raising  of  limits  on  contributions  to 
$5,000.  Legislative  action  is  anticipated 
by  the  end  of  the  year. 

Currently,  the  IRA  form  of  saving 
works  like  this:  Employees  may  deduct 
15%  of  gross  income,  or  $1,500,  which- 
ever is  less,  and  place  it  in  a  custodian 
account  with  a  bank,  savings  and  loan, 
money  market,  brokerage  firm  or  other 
financial  institution.  Interest  on  the  sav- 
ings account  isn't  taxed  until  the  with- 


drawal of  assets,  which  under  present 
legislation  must  begin  between  age  59 Vi 
and  70.  The  idea  is  to  postpone  taxes 
until  the  employee  is  retired  and  presum- 
ably in  a  lower  income  bracket.  The  sig- 
nificant benefit  comes  from  the  great 
compounding  of  gains  on  the  tax-de- 
ferred savings  (see  table,  p.  68). 

An  IRA  with  annual  contributions  of 
$1,000  for  30  years  earning  8%  would 
grow  to  $122,341  (the  $30,000  savings, 
plus  $92,341  interest),  while  the  same 
amount  without  tax  deferral,  assuming  a 
40%  tax  bracket,  would  grow  to  only 
$40,369. 

Despite  that,  only  some  10%  of  those 
eligible  and  earning  $20,000  or  less  set  up 
IRAs,  although  53%  of  those  earning 
$50,000  took  advantage  of  the  program. 

The  masses  were  deterred  by  com- 
plex regulations  penalizing  prere- 
tirement withdrawals  and  prohibi- 
tions on  using  IRA  accounts  as  collateral 
to  borrow.  "I  can't  even  understand  the 
rules,"  admits  former  Deputy  Assistant 
Treasury  Secretary  Daniel  Halperin.  And 
the  fact  that  financial  institutions  didn't 
pursue  them  with  an  aggressive  sales  ef- 
fort hasn't  helped  either.  "The  securities 
industry  doesn't  push  them  because  the 
contributions  are  too  small  to  bother 
with  the  paperwork,"  says  stockbroker 
Daniel  Quigley  of  E.F.  Hutton. 

Even  the  savings  and  loan  industry 
hasn't  been  aggressive,  despite  the  fact 
that  $8  billion— almost  half  the  $18  bil- 
lion currently  invested  in  IRAs — is 
placed  with  S&Ls.  "About  2%  to  3%  of 
our  advertising  budget  goes  to  attracting 
IRAs  and  Keoghs  [IRA-type  accounts  for 
the  self-employed], "  says  Carteret  Sav- 
ings' O'Brien.  The  S&Ls  were  reluctant 
to  hire  investment  specialists  to  handle 
IRAs,  which  aren't  limited  to  mortgages 


"IRAs  are  a  sleeping  giant 
says  President  Robert  O'Brit 
Jr.  of  Carteret  Savings  &  Lot 
Association.  "So  many  peop 
would,  start  them  that  savint 
institutions  could  return  to  tl 
long-term  mortgage  market 
Legislative  action  is  anticipc 
ed  by  years  end. 


but  can  be  in  anything  from  diamonds 
exotic  cars.  And  besides,  they  used 
have  less  difficulty  holding  on  to  Ion 
term  deposits. 

Now  all  that  has  changed.  An  expaj 
ed  IRA  seems  like  a  godsend  to  S&Ls  a 
banks,  and  they  are  lobbying  hard. 

But  an  expanded  IRA  program  woil 
help  solve  other  problems  in  the  nati<  i 
retirement  system.  Professional  asso 
ations  favor  them  because  company  pq 
sions  are  unsuitable  for  the  mobile  e 
ployee  who  changes  jobs  a  few  tini 
during  a  career.  "Many  of  our  membs 
change  employers  again  and  again,  i 
feiting  pension  after  pension,  and  51 
never  qualify  for  an  IRA  because  they  z 
almost  always  'active  participants'  in 
employer-sponsored  plan,"  says  Da\ 
Lewis,  chairman  of  the  pension  ta 
force  for  the  160,000-member  Institi. 
of  Electrical  and  Electronic  Engineers. 

The  President's  Commission  on  Pa 
sion  Policy  has  recommended  expand 
IRAs  in  combination  with  mandate 
private  pension  plans.  "Without  t 
mandatory  part,  savings  levels  would  c 
crease  because  employers  would  simp 
terminate  their  employee  pension  piai 
and  tell  their  workers  to  set  up  IRAs 
says  Thomas  Woodruff,  the  Comm 
sion's  executive  director. 

Finally,  expanded  IRAs  respond 
worries  over  the  future  of  Social  Secun 
Politicians  and  government  economy 
are  already  talking  about  forcing  Ame 
cans  to  retire  later,  cutting  benefits  ai 
paying  Social  Security  out  of  general  re 
enues.  Broadening  the  IRA  would  he 
more  people  save  for  their  own  rem 
ment,  which  accords  with  the  Admin: 
tration's  philosophy  of  encouragi: 
Americans  to  do  as  much  as  they  can  i 
themselves.  ■ 
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KENTUCKY 


0 


The  state  that's  run  like  a  business 


With  this  man  as  CEO  of  Kentucky, 
its  business... but  not  as  usual. 

If  you're  considering  relocating  or  expanding  your  business 
to  a  new  state,  you're  considering  a  lot  of  confusing  facts 
and  figures.  But  here's  something  else  to  consider:  those  facts 
and  figures  only  tell  you  where  a  state  has  been,  not  where 
it's  going. 

In  Kentucky,  we  know  that  nothing  succeeds  like  something 
that's  fresh  and  new.  It's  business,  but  not  as  usual,  because 
we  work  with  you  to  develop  innovative  ideas  about  everything 
from  site  location  to  finance  to  employee  training  programs. 

It  takes  a  lot  of  extra  effort,  but  that's  the  way  Governor 
John  Y.  Brown,  Jr.  believes  in  doing  business.  And  it's  the  only 
way  we  know  of  assuring  the  success  of  your  Kentucky  enterprise. 

So  if  you're  looking  for  something  better  than  the  usual,  if 
you're  looking  for  a  future,  come  to  Kentucky.  We  think  you'll 
do  unusually  well. 

For  more  specific  information  about  what  the  state  that's  run 
like  a  business  can  do  for  your  business,  write:  W.  Bruce 
Lunsford,  Secretary,  Commerce  Cabinet,  Commonwealth  of 
Kentucky,  Frankfort,  Kentucky  40601 .  Or  better  yet,  call  him 
businessman-to-businessman  at  502/564-7670. 


KENTUCKY 

The  state  that's  run  like  a  business. 


John  Y.  Brown,  Jr. 
Governor 


Commonwealth 
of  Kentucky 


Office  of  the  (SoDernor 

Frankfort,  Kentucky'  40601 


The  major  effort  of  my  administration  is 
to  promote  a  more  effective  relationship 
between  Kentucky's  business  community 
and  government  to  secure  a  strong  economic 
future  for  our  state. 

This  includes  helping  existing  firms  to  grow 
and  expand,  attracting  new  business,  boosting 
international  trade  and  strengthening  our 
economic  base. 

My  main  goal  is  to  increase  the  awareness  of 
businessmen  to  our  commitment  to  economic 
growth  in  Kentucky. 

It's  my  belief  that  the  more  you  know  about 
Kentucky — about  our  central  location,  our 
energy  resources,  our  transportation  facilities, 
our  people  and  our  life  style — the  more 
you'll  understand  why  Kentucky  is  the  most 
advantageous  location  for  your  business. 


WESPENDALOTOF 
BECAUSE  WE 

A  large  corporation  is  really  just  a 
large  group  of  individuals. 

People  who  not  only  work  in  a  place, 
but  live  in  a  place. 

People  like  Bud  Dench,  one  of  our 
supervisors,  helping  a  troop  of  Boy 
Scouts  become  men. 

And  Bessie  Johnson,  one  of  our  pro- 
duction employees,  helping  to  build  a 
hospital  library  so  veterans  can  build 
their  minds. 

And  Lloyd  Trotter,  one  of  our 


TIME  HELPING  THE  PEOPLE  OF  KENTUCKY. 
ARE  THE  PEOPLE  OF  KENTUCKY. 


managers,  teaching  kids  with  promise 
how  to  live  up  to  their  potential. 

And  the  thousands  of  others  who 
are  all  involved  in  their  own  communi- 
ties in  their  own  ways. 

In  addition,  we're  donating  over  a 
million  dollars  a  year  to 

some  72  local  organizations,      VVHp  RRT\I(^ 
ranging  from  the  Perform-         VV  £j  DlMlMVJ 
ing  Arts  to  the  American     GOOD  THINGS 
Cancer  Society.  TY^  T  ICE 

We're  also  investing  over  I VJ  Llr  E. 


100  million  dollars  in  the  next  two 
years  to  update  our  facilities  to  keep 
them  competitive  in  an  increasingly 
competitive  world. . .  to  better 
secure  the  jobs  of  our  people  in  seven 
locations  across  Kentucky. 

At  GE,  we're  involvei 
where  we  live.  And  whe 
we  work. 

Maybe  that's  becaus 
to  us,  they're  one  and 
the  same. 


GENERAL 


ELECTRIC 


A 


KENTUCKY 


KENTUCKY  COMBINES  A 
FAST-PACED  BUSINESS  TEMPO 
[VITH  A  GRACIOUS  SOUTHERN 
LIFE  STYLE. 

"oday  in  Kentucky,  you'll  find 
lomething  new  mixing  with  the 
ivhite  fences  and  thoroughbreds  of 
he  Bluegrass. 
It's  business. 

In  fact,  right  in  the  heart  of 
toroughbred  country,  you'll  find 
ompanies  like  IBM  and  Jerrico. 
^.nd  less  than  a  short  gallop  from 
istoric  Churchill  Downs,  you'll 
nd  General  Electric,  Humana, 
rown-Forman  and  Brown  and 
Villiamson  just  to  mention  a  few. 

Many  Kentucky  businesses  have 
eep  roots  here,  while  others  are 
ew  to  the  Commonwealth.  These 
re  companies,  like  General  Motors, 
lat  went  through  an  extensive 
earch  process  before  finally 
hoosing  Kentucky  for  its  new 
Corvette  assembly  plant. 

The  reasons  for  that  selection 
ary  by  company.  But  the  starting 
oint  is  Kentucky's  strategic  location 
etween  the  Sun  Belt  and  the 
lanufacturing  North.  Major 
■ansportation  facilities  turn  this 
entral  location  into  an  attractive 
usiness  advantage.  And  Kentucky 
uilds  on  that  advantage  with  an 
bundant  availability  of  energy. 

Kentucky  is  the  nation's  leading 
roducer  of  coal.  There  are  also 
lajor  energy  reserves  of  natural 
as  and  crude  oil.  Of  all  the  states, 
Kentucky  may  well  be  the  closest 
d  being  energy  self-sufficient. 

People  are  another  rich 
Kentucky  resource.  Companies  can 
■raw  from  a  large  and  productive 
ibor  force. 

When  you  add  it  up,  all  the 
ssentials  for  a  successful  business 
re  here,  including  a  positive 
usiness  attitude  that  starts  with 
lovernor  Brown  and  extends 
iroughout  Kentucky  state 
overnment.  All  the  essentials  for 
full,  rich  life  are  here,  too. 


Major  construction  is  in  progress 
throughout  Kentucky.  In  Louisville,  "The 
Galleria"  project  is  virtually  providing  a 
new  core  for  downtown.  Major  downtown 
redevelopment  is  also  underway  in 
Lexington.  The  Galleria  alone  represents 
an  investment  of  more  than  $100  million, 
and  total  construction  in  Kentucky  in 
1981  could  exceed  $10  billion. 


One  of  General  Electric's  largest  manufacturing  plants,  Appliance  Park,  is  located  in 
Louisville.  Produced  at  the  Park  are  a  full  range  of  kitchen  appliances  for  the  home. 


Kentucky  is  a  national  leader  in 
vocational  education.  There  are  14  state 
vocational  schools  and  69  area  vocational 
educational  centers.  There's  also  an  active 
Kentucky  Industrial  Training  (KIT)  program 
that  develops  skilled  manpower  for  new  or 
expanding  businesses. 


There  are  over  9,000  churches  and 
synagogues  in  Kentucky,  with  membership 
of  more  than  2  million. 
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The  pleasure 
is  back. 


BARCLAY 

L 


BARCLAY 


1  MG  TAR 


99%  tar  free. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Also  available 
in  100's  and  Box 


Kings  and  Box,  1  mg.  "tar",  0.2  mg.  nicotine; 
100's,  3  mg.  "tar",  0.4  mg.  nicotine 
av.  per  cigarette  by  FTC  method. 
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Barrels.  Ladders.  Furniture.  Fixtures. 
If  it's  made  of  wood,  chances  are  it  comes 
from  Kentucky.  Both  the  lumber  and  wood 
products  and  the  furniture  and  fixture 
industries  are  growing  at  a  rate  exceeding 
the  national  average. 


Kentucky  is  a  strong  producer  of  a 
diverse  list  of  farm  products.  Corn,  wheat 
and  soybeans  are  the  largest  cash  crops,  with 
both  beef  and  dairy  cattle  representing  sizable 
farm  industries. 

The  world's  record  small  mouth  bass 
came  out  of  a  Kentucky  lake.  And  chances 
are,  there  are  some  even  bigger  fish  waiting 
to  be  caught  in  Kentucky's  200,000-plus 
surface  acres  of  impounded  water  and  lakes. 
There  are  also  some  14,000  miles  of  rivers, 
streams  and  creeks.  Excellent  fishing  is  just 
one  reason  Kentucky  tourism  has  grown  to  be 
a  two-billion  dollar  business. 


Kentucky  has  1,453  miles  of  commercially  navigable  waterways.  That's  more  than  any  other 
state  except  Alaska.  More  importantly,  these  waterways  are  an  expedient  and  inexpensive  way 
of  transporting  bulk  materials  to  both  inland  markets  and  Gulf  ports  for  export. 


Founded  in 
Kentucky 

Thriving  in 
Kentucky 

Kentucky!  A  great  place  to  live  and  prosper.  Ashland 
Oil  applauds  Governor  John  Y.  Brown  Jr.  and  his  pro- 
gram to  attract  new  industry  to  the  state. 

Ashland  Oil  was  founded  57  years  ago  in  Kentucky 
and  today  is  one  of  the  largest  international  corporations, 
with  headquarters  and  more  than  70  other  offices  and 
plants  located  throughout  the  Bluegrass  State.  Our 
commitment  to  Kentucky  is  greater  than  ever. 

We  know  when  Gov.  Brown  talks  about  Kentucky  & 
Co.,  he's  describing  the  favorable  climate  for  business 
that  exists  in  the  state. 

Kentucky  values  business.  As  the  largest  corporation 
headquartered  in  Kentucky,  we're  proof  of  it. 


Ashland. 


Ashland  Oil,  Inc.,  Ashland,  KY 


Much  of  what 
you're  reading 
about  Kentucky, 
we've  underwritten. 


For  the  past  127  years, 
Hilliard,  Lyons  has  helped 
underwrite  the  dynamic 
expansion  of  Kentucky. 
Working  closely  with  The 
Commonwealth,  we're 
helping  major  things 
happen  in  economic 
development. 

In  fact,  in  the  last  five 
years  alone,  we've  raised 
more  than  a  billion  dollars 
for  business.  And  now, 
we're  well  on  our  way  to 
our  second  billion. 

To  meet  the  increasing 
capital  needs  of  expanding 
business,  we  offer  the 
region's  strongest  portfolio 
of  resources  and  talents. 
At  Hilliard,  Lyons 
you'll  find  a  large 
and  growing 


HILLIARD 
LYONS 

We're  making  things  happen. 

545  South  Third  Street,  Louisville,  Kentucky  40202  502-583-6651 
Member:  New  York,  American  and  Midwest  Stock  Exchanges  and  SIPC 


staff  of  highly  talented 
and  motivated  people. 

□  A  proven  record  of  exper- 
ience and  performance 
in  corporate  and  munic- 
ipal financing. 

□  Established  channels  of 
distribution  of  securities 
through  over  160  brokers 
in  20  Kentucky,  Indiana 
and  Ohio  cities. 

□  A  leading  market  maker 
of  Kentucky  municipal 
bonds  and  locally  based 
companies'  common  and 
preferred  stocks. 

□  An  expanding  base  of 
permanent  capital. 

So  if  your  business  is 
expanding  to  Kentucky, 
expand  with 
Hilliard,  Lyons. 


Three  major  airports  serve  Kentucky. 
Major  air  service  is  provided  by  American, 
Braniff,  Delta,  Eastern,  TWA  and  United. 
There  are  flights  with  connections  that  can 
take  you  anywhere  in  the  world. 


Over  60  percent  of  the  nation's  bourbm 
is  produced  in  Kentucky.  The  limestone  wat 
found  only  in  Kentucky  is  considered  to  be 
the  purest  and  most  suitable  for  producing 
fine  bourbon.  Major  distillers  in  Kentucky 
include  Glenmore,  Medley,  National 
Distillers,  Brown-Forman ,  Schenley, 
and  Maker's  Mark. 


At  the  age  when  most  men  retire,  the 
late  Col.  Harland  Sanders  started  a  new 
career  and  new  concept  in  fast  food.  The 
Colonel  is  only  one  of  the  many  famous 
Kentuckians,  among  them  Daniel  Boone, 
John  James  Audubon,  Abraham  Lincoln, 
Jefferson  Davis,  Adlai  Stevenson  and 
Muhammed  Ali. 


We're  investing  in  Kentucky. 

When  we  decided  to  build  this  new  $400  million 
aluminum  processing  complex,  we  needed  to  find  a 
good  location  — one  near  plenty  of  power,  a  good 
labor  pool,  in  a  friendly  business  environment  We 
didn't  have  to  look  any  farther  than  Logan  County, 
Kentucky.  Our  new  operation  is  one  of  the  largest 
investments  in  the  TVA  region  in  recent  years,  and 
we'll  become  one  of  the  TVA's  biggest  customers. 

The  complex  will  be  fully  operational  by  late  1983. 
The  plant  will  employ  the  latest  technology  to 
produce  beverage  can  stock  and  other  rolled 
products,  and  have  an  ultimate  capacity  of  a 


billion  pounds  a  year.  We  have  four  other  plants 
already  in  operation  in  Kentucky,  and  with  this 
addition  we'll  have  approximately  $750  million 
invested  in  the  state.  We  think  we've  put  our 
money  in  the  right  place 

ANACONDA  Aluminum  Company  A 

Division  ol  The  ANACONDA  Company 
First  National  Tower 
PO  Box  32860 
Louisville.  Kentucky  40232 


Hardware 
Made  Easy 


7"\         '       305  Sales 
)  Representatives 


.  Private  Brand 
Blue  Grass  Tools 


Over  140  Years 
of  Service  In 
The  Industry 


28  State 
Distribution 
Network 


Belknap,  Inc. 

111  East  Main  Street 
Louisville.  KY  40202 
502-581-3811 


Ashland  Oil  is  the  largest  corporation  headquartered  in  Kentucky.  It's  followed  by 
Texas  Gas  Transmission,  Humana  and  Brown-Forman.  Kentucky  offers  a  very  competitive  tai 
structure  as  well  as  a  full  range  of  industrial  financing  options  for  new  and  expanding 
businesses. 


Of  all  Kentucky's  many  farm  products,  tobacco  is  the  leader  with  sales  of  over  $700 
million  anni4ally.  Kentucky  is  the  largest  producer  of  hurley  tobacco  and  Brown  &  Williamson, 
a  major  marketer  of  tobacco  products,  is  headquartered  in  Louisville. 
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Ford's  heavy-truck  plant,  located  in 
ntucky,  is  the  largest  truck-assembly  plant 
the  free  world.  Ford  also  builds  light 
tcks  at  another  facility  in  Louisville, 
neral  Motors  is  building  a  major  assembly 
<nt  near  Bowling  Green. 


The  Arts  are  alive  in  Kentucky.  Actor's 
?atre — shown  here  performing  "Whose 
?  Is  It  Anyway?" — was  awarded  a  special 
my"  as  an  outstanding  regional  theatre. 
?  Louisville  Orchestra  has  an  exciting  new 
(sic  Director  in  Akira  Endo.  And  the 
lisville  Ballet  has  featured  performances 


mm 


Your  comments  are  invited  jjHfc 
on  your  letterhead,  please. 


If  you'd  like  a  booklet  describing  our  distillery  tour,  drop  Ray  (or  Clay)  a  line 


VISIT  JACK  DANIEL'S  DISTILLERY  and 
it's  likely  that  one  of  these  gentlemen  will 
show  you  around. 

That's  Garland  Dusenberry,  our  weekend 
guide,  standing  on  your  left.  Big  Yodeler 
Brannon  is  the  gentleman  with  the  walking 
stick.  And  the  Rogers  twins,  Clay  and  Ray, 
are  seated  in  between.  Behind, 
you've  got  Boss  Edens, 
Billy  Carpenter  and  Lamont 
Weaver.  Each  of  these  boys 
can  talk  forever  about 
Jack  Daniel's.  But  just  a 
sip,  we  believe,  will  tell 
you  a  whole  lot  more. 


CHARCOAL 
MELLOWED 


DROP 


BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery, 
Lem  Motlow,  Prop.  Inc.,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 


This  is  one  of  our  hometowns:  Louisville,Ky. 


Louisvill 


Louisville  is  The  City  of  the  Arts  —  where  the 
finest  art  is  the  art  of  living.  It  may  have  more  culture 
per  square  inch  (in  its  renowned  Actor's  Theatre, 
opera,  symphony,  ballet  and  museums)  and  more 
ways  for  its  citizens  to  enjoy  themselves  (from  horses 
to  balloons)  than  any  other  city  in  the  country. 

But  that's  a  boast  that  only  a  visitor  would 
make.  Louisvillians  take  their  wealth  of  civic  charm 
in  quiet  stride.  And  the  nearest  a  resident  comes  to 
chauvinism  is  the  mild  admission  that  "It's  a  nice 
place  to  live,"  and  the  confident  assumption  that 
you'll  soon  discover  it  for  yourself* 

You  will.  In  the  sparklingly  modern  and 
breathtakingly-designed  Riverfront  Plaza  and 
Belvedere.  Or  colorful  "Heritage  Weekends"  where 
native  Louisvillians  (like  those  celebrating  their 
French  heritage  in  dance)  keep  the  treasures 
of  the  Old  World  alive  in  the  New.  In  the 
pounding  excitement  of  Kentucky  Derby 
Festival— or  in  the  slow  and  serene 
old  paddle  wheeler,  Belle  of  Louisville, 
cruising  the  Ohio  in  stately  elegance. 
From  the  classic  gracefulness  of  the 
University  of  Louisville  to  the  crisp  skyline  of  the 
modern  city,  Louisville's  love  of  quality  in  things  old 
and  new  comes  through  in  everything  Louisvillians 
make.  That's  one  reason  you'll  find  our  own  famous 
brands  of  quality  cigarettes  made  here.  And  if  you'd 
like  to  see  Louisville's  modern  methods  at  work  in  an 
ancient  craft,  come  and  visit  us  at  our  plant  shown  at 
the  left.  You'll  find  a  welcome  and  discover  for 
yourself  Louisville's  not  just  a  nice  place  to  live,  but  a 
lovely  place  to  visit. 

Philip  Morris  Incorporated 

Good  people  make  good  things. 


Makers  of  Marlboro,  Benson  &  Hedges  100's,  Merit,  Parliament  Lights,  Virginia  Slims  and  Cambridge; 

Miller  High  Life  Beer.  Lite  Beer  and  Lowenbrau  Special  and  Dark  Special  Beer; 
lW§f$  7  UP  and  Diet  7  UP 


The  nation's  third  century  offers  an 
exciting  challenge  for  America. . . 
Texas  Gas  plans  to  play  a  key  role 
in  meeting  that  challenge. 


As  operator  of  a 
major  natural  gas 
pipeline,  Texas  Gas 
moves  energy  from 
the  producing  areas 
of  the  South  and 
Southwest  to  an 
energy  hungry 
economy. 


As  one  of  the 
nation's  largest 
inland  barge 
operators  and 
shipbuilders,  we 
move  bulk  produ 
of  all  types  on 
the  inland 
waterways. 


Energy 
and  Transportation 


As  the  nation  moves  toward  the  21st 
Century,  Texas  Gas  is  planning  ahead 
to  help  provide  the  key  ingredients  for  a 
robust  economy. 

Energy  is  the  bedrock  upon 
which  economic  progress  is  founded. 
It  fuels  the  nation's  factories  -  provides 
the  essential  raw  materials  for  thou- 
sands of  products  -  is  the  motive  power 
for  the  nation's  goods  as  they  move  to 
market,  and  for  its  people  as  they 
pursue  the  goals  of  the  future. 

Transportation  is  energy's 
partner  in  the  bright  future  which  lies 
ahead.  The  nation's  highways  and  river 
systems  are  the  conduits  upon  which 
raw  materials  are  moved  to  industry 
and  upon  which  finished  products  are 
moved  to  American  consumers. 


Texas  Gas  is  heavily  involved  in 
both  energy  and  transportation. 


BP 


As  a  major  trucking 
:  enterprise,  we  move 
general  commodities 
throughout  the  Central 
and  Eastern  half  of  the 
,  nation,  and  move  new 
.  trucks  and  automobiles 
'from  manufacturer  to 
•  dealer  nationwide. 


if 

1 
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As  an  oil  and  gas 
exploration  and 

I  production  enter- 
prise, we  search 

lout  vital  new 

|  energy  supplies 
to  fuel  the 
future's  urgent 

!  requirements. 
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Texas  Gas  Transmission  Corporation 
3800  Frederica  Street 
Owensboro,  Kentucky 
42301 


zergy  equipment  builder  CBI Industries  may 
>  an  amateur  at  making  acquisitions,  but  it's 
rtainly  a  pro  at  picking  stocks. 

More  than  meets 
the  eye 


By  Lisa  Gross 

Vhen  Chairman  Marvin  G. 
Mitchell  and  now-retired  Fi- 
nance Senior  Vice  President 
lliam  M.  Freeman  started  playing  the 
ck  market  with  CBI  Industries  Inc.'s 
ess  cash  back  in  1972,  it  seemed  like 


Industries  Chairman  Marvin  G.  Mitchell 

re  just  like  bees  to  honey.  We  go  where  the  spending  is. 


no  big  deal.  After  all,  CBI — then  called 
Chicago  Bridge  &  Iron  Co. — was  a  big, 
$354  million  (revenues),  first-class  com- 
pany that  had  been  building  metal  tanks 
and  structures  for  the  oil  and  utility  in- 
dustries since  the  1920s.  The  company 
had  no  long-term  debt  and  followed  very 
conservative   accounting   practices.  If 


Mitchell  and  Freeman  thought  they 
could  improve  their  return  on  the  corpo- 
rate fund,  more  power  to  them. 

Well,  the  latest  results  are  in.  CBI's 
securities  investments  earned  an  annual 
return  of  80.6%  last  year,  contributing 
$35.5  million  to  the  company's  $1 13  mil- 
lion pretax  income.  Being  conservative, 
CBI  carries  its  portfolio  in  the  balance 
sheet  at  cost,  $52.75  million.  The  market 
value  at  the  end  of  1980  was  a  cool 
$109.4  million,  and  when  the  company 
invests  any  more  it  will  have  to  register 
with  the  Securities  &  Exchange  Com- 
mission as  an  investment  company. 

Why  did  it  become  such  an  active  in- 
vestor? Because  of  taxes.  Before  1972, 
CBI's  cash  was  invested  in  certificates  of 
deposit  and  Treasury  bonds.  But  the 
mathematics  bothered  Mitchell  and 
Freeman.  At  4%  interest,  CDs  were  a 
low-return  investment  taxable  at  the  full 
48%  corporate  rate.  On  equally  secure 
utilities  stocks,  CBI  could  earn  7%  from 
dividends  and  be  taxed  at  an  effective 
rate  of  only  7%,  thanks  to  the  85%  ex- 
clusion rule  covering  dividends  from  one 
corporation  to  another. 

With  a  nod  from  the  board,  the  two 
took  $15  million  from  the  corporate  fund 
and  bought  shares  in  utilities  like  Florida 
Power  &  Light,  Illinois'  Commonwealth 
Edison  and  Texas  Utilities.  Then  they 
sat  back,  preparing  to  receive  the  ap- 
plause of  impressed  stockholders. 

Right  away,  Mitchell  and  Freeman  got 
burned.  Oil  prices  soared,  and  utilities 
that  CBI  had  invested  in  failed  to  receive 
rate  increases.  By  the  end  of  1974,  recalls 
Freeman,  "we  had  a  33%  unrealized  loss 
in  that  fund.  It  was  embarrassing  to  go 
before  the  annual  meeting  and  take  our 
lumps  from  the  stockholders.  After  all, 
we  regarded  ourselves  as  quite  brilliant 
for  having  gotten  out  of  CDs  in  the  first 
place." 

They  pulled  out  of  utilities  fast,  con- 
centrating more  and  more  on  industries 
CBI  knows  best — oil  service,  exploration 
and  drilling  companies.  "We're  right  in 
the  middle  of  maybe  half  of  their  new 
projects,"  Mitchell,  a  64-year-old  Geor- 
gia Tech  engineer  with  41  years  in  at 
CBI,  points  out.  "You  get  a  pretty  good 
feel  for  how  adept  they  are  at  running 
their  own  business.  So  we  were  in  oil 
service  securities  two  or  three  years  be- 
fore the  market  seemed  even  to  discover 
them,"  he  says  in  an  accent  that  remains 
smooth  Georgia. 

By  1976,  about  $45  million  of  CBI's 
cash  was  into  the  likes  of  Noble  Affiliates, 
Western  Co.  of  North  America,  Hallibur- 
ton, Schlumberger,  Geosource,  Baker  In- 
ternational and  Parker  Drilling  (Chair- 
man Robert  L.  Parker  now  sits  on  CBI's 
board),  earning  25.2%  return,  pretax. 

In  1978,  Mitchell  decided  acquirmg 
drilling  companies  would  be  even  better 
than  investing  in  them.  Rowan  Cos., 
Inc.,  a  Houston  drilling  contractor,  was 
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Last  year,  halfi 
decision  makers  go 

Corporate  jets 


More  to  the  point,  they  had 
every  reason  for  doing  so. 

Because,  until  now,  execu- 
tives who  found  themselves  tak- 
ing thirty  or  forty  long-distance 
business  trips  a  year  had  but  two 
options. 

The  first  was  the  airlines. 
The  subway  system  of  the  sky,  so 
to  speak. 

The  second  was  the  private 
corporate  jet.  For  executives  with 
the  muscle  tone  to  sit  cramped 
for  hours,  the  patience  to  keep 
stopping  for  fuel  and  inordinate 
amounts  of  money  to  burn. 
The  airlines:  Even  as  they 
raise  their  fares, 
they  lower  our  expectations. 

The  airlines  have  two  major 
drawbacks.  The  routes  they  don't 
fly,  and  the  routes  they  do  fly. 

CAB  statistics  covering  the 
two-year  period  since  the  onset  of 
deregulation  show  that  less  profit- 
able routes  are  being  dropped  at 
the  alarming  rate  of  over  42  cities 
per  year. 

On  routes  they  do  fly,  rising 
air  fares  are  overtaken  only  by  ris- 
ing columns  of  red  ink,  making  fur- 
ther price  hikes  more  than  likely. 

And  let's  not  forget  the  traffic 


jams  to  the  heavily  congested 
airports,  the  long  lines  at  the 
ticket  counter  and  the  gate,  the 
indifferent  flight  attendants,  the 
curious  food,  the  movie  they  show 
while  you're  trying  to  work,  and,  of 
course,  the  luggage  that  flies 
north  even  as  you  fly  south. 

What  you  can  forget  is  the 
most  important  requirement  of 
high-level  business  travel  in  the 
twentieth  century. 

Random  access.  The  ability 
of  an  executive  to  fly  anywhere  at 
a  moment's  notice.  Be  it  to  sign  a 
merger,  beat  a  deadline,  handle  a 
crisis  or  negotiate  a  treaty. 

There  is,  in  fact,  only  one  con- 
ceivable way  for  a  corporation  to 
give  its  top  executives  random  ac- 
cess to  jet  transportation. 

Give  them  random  access  to 

a  jet. 

And  considering  the  aircraft 
available  until  now,  the  reluctance 
of  most  corporations  to  do  so  is 
almost  forgivable. 
The  corporate  jet:  If  man  was 
meant  to  fly,  why  did  they 
make  it  so  expensive? 
The  forerunners  of  corporate 
aircraft  like  the  Falcon  50  and  the 
Gulfstream  III  were  designed  fif- 


teen and  twenty  years  ago  resp< 
tively,  when  a  gallon  of  jet  fuel  cc 
less  than  a  dime. 

Which  explains  why  the  de- 
signers were  so  unstinting  in  th< 
amount  of  fuel  they  allowed  thei 
machines  to  feed  on. 

But  then,  in  the  sixties,  youi 
could  get  away  with  things  like  tl 

The  problem  is,  the  basic  C 
signs  of  the  airplanes  and  the 
built-in  need  for  large  amounts  c 
fuel  that  go  with  them  have  bee 
perpetuated  in  their  newest 
offspring. 

So  that  flying  the  Gulfstrea 
across  the  Atlantic  and  back,  foi 
example,  requires  the  purchase 
no  less  than  5,230  gallons  of  jet 

(The  Gulfstream  III  is  also 
every  bit  as  noisy  as  its  predece 
sors.  Nearly  three  times  as  loud 
the  Challenger  on  takeoff,  twice 
loud  on  approach  for  landing  ar 
over  four  times  as  loud  on  sidel 
which  is  precisely  where  noise 
has  the  most  impact  on  the 
surrounding  community.) 

What  executives  clearly  re- 
quire, then,  are  corporate  jets  tr 
strike  an  entirely  new  balance  b 
tween  bigness  and  comfort  on 
one  hand  and  uncompromising 


m III on  of  the  world's 
m  the  wrong  plane. 


The  airlines 


;ality  on  the  other. 

And  that  can  hardly  arise 
i  a  concept  of  air  travel  based 
he  ease  and  abundance  of 
sixties. 

It  has  to  come  from  a  con- 
t  of  air  travel  born  of  the  gas 
5  and  fuel  shortages  and 
e  hikes  of  the  seventies. 

re  Canadair  Challenger: 

It  will  fly  you  more 
momically  and  in  greater 
tomfort  than  any  other 
ercontinental  corporate 

jet  in  the  world. 
Remember  the  5,230  gallons 
jel  you  need  to  fly  the  Gulf- 
am  III  across  the  Atlantic?  The 
illenger  will  make  the  same  trip 
1,055  gallons 

Overall,  the  Canadair  Chal- 
*er  averages  a  22%  lower  rate 
jel  consumption  per  mile  than 
u  If  stream 
jally  the 

ne  rate  of  fuel  consump 
i  per  mile  as  the  far  smaller 
;on  50  and,  hard  as  it  may  be 
relieve,  a  3%  lower  rate  of  fuel 
sumption  per  mile  than  the 

short-range  Falcon  20F. 

Yet  the  Challenger  is  bigger 
i  all  of  them  in  the  one  dimen 


sion  most  critical  to  passenger 
comfort  and  a  realistic  working  en- 
vironment: width. 

Measured  at  the  floor  line, 
both  the  Canadair  Challenger  and 
the  bigger,  even  longer-range 
Canadair  Challenger  E  are  roughly 
30%  wider  than  the  Gulfstream  III, 
and  48%  wider  than  the 
Falcon  50. 

And  speaking  of  range. 

The  IFR  range  of  the  Cana- 
dair Challenger  makes  it  one  of 
the  few  corporate  jets  in  existence 
that  can  cross  the  Pacific  with  one 
stop. 

Or  fly  from  New  York  to  the 
Middle  East  with  one  stop. 


Or  fly  from  Honolulu  to  Den- 
ver non-stop. 

Or  from  Washington  to  Lon- 
don non-stop. 

For  the  first  time  in  history, 
private  intercontinental  business 
travel  is  a  practical,  economical 
reality. 

We're  sorry  it  took  so  long. 

For  more  information  on  the 
Challenger,  call  James  B.  Taylor, 
President  of  Canadair  Inc.  at 
(203)  226-1581.  Or  write  Cana- 
dair Inc.,  274  Riverside  Avenue, 
Westport,  CT  06880. 


the  first  target.  But  the  acquisition  at- 
tempt failed  abysmally.  CBI  wasn't  will- 
ing to  pay  a  high  enough  premium.  "We 
grew  a  little  through  acquisition,  but  we 
weren't  very  sueeessful  at  it,"  volunteers 
Freeman,  who  retired  at  the  end  of  1980. 
But  onee  again,  their  toueh  in  the  market 
saved  them:  CBI  retains  an  investment 
in  Rowan,  which  cost  $989,000  and  is 
now  worth  $5.5  million. 

Where  does  CBI  get  the  money  to 
keep  Mitchell,  new  Finance 
Vice  President  John  (ones  and  a 
full-time  staff  of  three  busy  managing  a 
growing  portfolio?  From  what  Mitchell 
calls  "the  old  bridge  business."  In  1889, 
CBI  began  building  bridges.  When  that 
slowed  in  the  1920s,  they  built  water 
towers  and  fabricated  metal  structures 
for  utilities.  But  while  CBI  is  a  major 
supplier  to  capital-intensive  industry,  it 
is  not  itself  capital-intensive.  It  has  a 
current  backlog  of  $1.7  billion,  works  on 
huge  projects  for  such  as  Fluor,  Bechtel 
and  Exxon,  but  bills  them  every  month 
or  so.  Once  a  project  is  going  full  steam, 
it  starts  throwing  off  excess  cash. 

Unlike  just  about  every  other  major 
industrial  equipment  or  construction 
company,  CBI  charges  a  fixed  rate  for  its 
work.  "Usually  that's  high  risk,  but  not 
for  CBI,"  comments  one  analyst,  adding, 
"they  estimate  labor  and  materials  better 
than  anyone,  and  they  earn  a  premium 
because  they're  good — on  time  and  high 
quality." 

Their  accounting  is  still  conservative. 
CBI  waits  to  report  the  profit  on  a  project 
until  the  contract  is  closed  out,  be  it  a 
series  of  oil  storage  tanks  in  Texas  or  an 
entire  ethane  plant  in  Saudi  Arabia.  That 
means  the  $682  million  in  revenues  and 
the  $57.2  million  in  operating  profit  that 
CBI  reported  last  year  was  from  projects 
begun  as  much  as  ten  years  ago.  CBI 
doesn't  use  the  word  revenues;  its  annual 
report  lists  only  "contracts  closed." 
Those  are  the  annual  revenues. 

CBI's  business  has  grown  steadily  in 
the  last  decade,  but  in  recent  years  the 
backlog  has  been  growing  at  a  faster 
clip — 16%  in  1980 — thanks  to  the  boom 
in  oil-related  construction.  Which  should 
mean  that  future  reports  will  reflect  in- 
creased growth.  That's  right,  confirms 
Mitchell:  "Of  the  $1.7  billion  backlog, 
we've  finished  about  $1  billion  of  work. 
So  we've  received  progress  payments  on 
that  $1  billion." 

That  also  means  there  is  a  stream  of 
earnings  already  in  the  till,  but  not  on  the 
income  statement.  "CBI  won't  surprise 
you  with  losses,"  says  one  investment 
adviser  who  follows  the  company, 
"they'll  surprise  you  with  profits."  Sure 
enough.  Mitchell,  a  man  who  seems  to 
enjoy  these  things  hugely,  walks  a  visitor 
through  CBI's  balance  sheet  explaining 
the  "accumulated  costs"  and  "progress 
billings."  "Since  no  customer  is  going  to 
let  you  bill  him  ahead  of  your  progress  on 


the  job,  then,  to  us,  the  difference  be- 
tween costs  and  progress  billings  is  an 
asset.  It  means,  really,  unrecognized 
profit,"  explains  Mitchell.  So  there  is 
$132  million  in  gross  profit,  already  re- 
ceived by  the  company  but  listed  in  the 
balance  sheet  as  a  liability. 

Why  are  those  profits  listed  as  a  liabil- 
ity? "They  shouldn't  be,"  Mitchell  re- 
plies. "Every  year  I  have  an  argument 
with  Arthur  Andersen  about  that.  They 
consider  progress  billings  as  an  advance 
made  by  the'  customer,  that  for  which 
we'll  have  to  provide  the  work.  That's 
why  the  accountants  consider  them  a 
liability.  But  we've  already  come  up  with 
the  products  and  services,  or  the  custom- 
er wouldn't  have  paid  us  for  it."  You 
can't  knock  the  logic  in  that. 

So  CBI  lists  the  money  the  way  Arthur 
Andersen  says  and  Marvin  Mitchell  ^>cs 
on  hatching  ideas  on  how  to  invest  $132 
million,  working  in  his  comfortable  Oak 
Brook,  111.  office  (the  bookcase  offers  in- 
vestment textbooks  and  golf  trophies). 

In  1979,  Mitchell,  once  again  acting  on 


his  intimate  knowledge  of  the  oil  bus 
ness,  decided  the  time  was  ripe  to  grab 
chunk  of  oil  exploration  dollars.  Buildir 
refinery  equipment  is  good  business,  bi 
the  drilling  end  of  the  oil  industry 
better  right  now.  "We're  just  like  bees 
honey.  We  decided  to  go  toward  whe 
the  spending  was,"  says  Mitchell,  wt 
retires  at  the  end  of  this  year,  probably 
be  replaced  by  President  William  j 
Pogue.  So  CBI  bought  New  Orlean 
based  Circle  Bar  Drilling  Co.  for  $20  mi 
lion  in  cash  and  stock,  assuming  $2 
million  of  its  debt.  Circle  Bar  has  yet 
make  a  profit,  having  suffered  fire  ar 
hurricane  damage  in  1980  to  two  of  i 
seven  drilling  barges.  Soon  Mitchell  e: 
pects  to  merge  it  with  Tulsa-based  Int 
grated  Drilling  and  Exploration,  givin 
primarily  offshore  Circle  Bar  a  biggi 
land-drilling  capability. 

Mitchell  isn't  worrying.  "Circle  Bi 
made  $2.7  million  pretax  in  1979,  ar 
lost  $3.1  million  pretax  last  year  becau 
of  those  damages.  But  we're  not  hurtii 
for  business."  Nor  for  hidden  value.  I 


Cars  are  getting  older,  and  there  s  no  longer  c 
gasoline  station  on  every  corner.  Who'll  cash 
in  on  the  auto  repair  boom? 


"The  mechanic  will 


see  you  now 


By  Alyssa  A.  Lappen 


NOWADAYS,  IT'S  HARDER  to  See  a 
good  auto  mechanic  than  to  get 
an  appointment  with  a  physician. 
The  reason  is  obvious:  Americans  drive 
130  million  cars  and  light  trucks,  up 
some  30  million  since  1970.  The  average 
age  of  those  vehicles  is  also  up — to  seven 
years.  But  while  the  car  population  has 
grown  and  aged,  the  number  of  car  fixers 
has  fallen  sharply.  At  least  56,000  service 
stations  and  new  car  dealers  have  closed 
their  doors  in  the  last  decade. 

All  of  this  may  give  motorists  a  head- 
ache, but  it  spells  big  profits  for  nearly 
everyone  already  established  in  the  busi- 
ness. Last  year  mechanics  wrote  $70  bil- 
lion worth  of  retail  repair  and  parts  bills, 
and  that  figure  could  easily  top  $110  bil- 
lion by  1985.  More  important,  the  on- 
going shakeout  among  gasoline  and  auto 


marketers  means  that  fewer  people  a 
writing  those  bills  and  collecting  tr 
handsome  profits  provided  by  the  s» 
called  auto  aftermarket. 

There  is  an  enormous  opportunity  i 
the  retail  end  of  the  business.  America 
115,000  service  stations  that  do  repa 
work — the  small  garage  owners  and  ind 
pendent  dealers  who  came  through  tr 
shakeout  of  the  Seventies — will  cash  i] 
along  with  specialty  shops,  mass  me 
chants  and  tire  dealers,  among  other 
Says  an  industry  analyst:  "When  yo^ 
auto  is  under  warranty,  you  go  to  tH 
new  car  dealer  for  repairs.  But  when  it 
three,  four  or  five  years  old,  it's  cheapi 
and  smarter  to  go  to  the  neighborhoc 
mechanic." 

A  garage  owner  in  a  wealthy  Detro 
suburb,  for  example,  has  only  five  servio 
bays  and  six  employees.  He  works  t 
hours  a  week,  and  business  is  so  goc 
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For  some  copiers,  you  really  do  need 
rollerskates:  Load  here.  Keyboard  there.  Dash  around 
to  pull  out  copies.  Run  back  for  the  originals. 

The  way  a  Kodak  copier  is  designed, 
you  get  a  lot  less  exercise,  but  a  lot  more  efficiency. 
Stand  right  in  front  of  the  copier.  Position  originals, 
give  instructions  and  pick  up  copies  (and  what 
great  copies  they  are— people  say  they're  the  best 
in  the  business).  You  can  even  make  two-sided,  col- 
lated and  stapled  sets.  Right  in  front. 

May  we  demonstrate? 

Write:  Eastman  Kodak  Company, 
CD1360,  Rochester,  N.Y.  14650. 

Kodak  copiers . .  .you  don't  need 
roller  skates  to  run  them. 


Kodak  Ektaprint  150AF  copier-duplicator 


The 

machine 

that  f 
pays  tor 


itself 


When  you're  in  the  business  of  assem- 
bling parts,  you're  in  the  business  of 
holding  costs  down  while  keeping 
quality  up.  Which  is  a  tricky  busi- 
ness these  days.  Manufacturers 
have  found  the  answer  to  the 
problem.  Bodine  in-line  assembly 
machines.  ■  Bodine  modular  machines  have 
produced  millions  of  small  assemblies  such  as  those  shown  here,  products  made 
in  high  volume  to  rigid  specifications  and  yet  at  considerable  savings. 
With  today's  skyrocketing  labor  costs,  both  direct  and  indirect, 
managers  hardly  have  to  be  persuaded  of  the  wage-saving  J£^\ 
advantages  of  automated  assembly  systems.  But  they  also( 
must  look  hard  at  the  possibility  of  long  delays  in 
changing  over  to  new  equipment,  and  they  must  worry  about  sacri- 
ficing quality  control  in  their  products.  ■  Conversion  even  from  a 
completely  manual  operation  can  be  made  swiftly  and  with  a 
minimum  of  de-bugging  time.  //^====:::::==^k  *  As  for  quality 
control,  the  simplicity  of  the  yf^^^^i^"^  Bodine  drive  sys- 
tem eliminates  much  of  the  need  for  moni-  ^^^^^/Jr  toring  and  adjust- 
ment. Most  of  the  motions  of  the  system  are  ^^^^^r  timed  and  driven 
by  the  main  drive  shaft,  and  these  include  self-inspection  features  that  keep 
constant  tabs  on  output.  ■  All  of  this  adds  up  to  higher  production  rates,  fewer 
returns,  and  the  elimination  of  costly  major  retooling  for  product  changes.  Which 
means  savings  added  to  savings.  A  Bodine  assembly  machine  pays  for  itself. 
And  then  it  starts  to  pay  for  itself 
all  over  again.  H  Write  or  phone  r 
Frank  J.  Riley,  Vice  President, 
The  Bodine  Corporation, 
317  Mountain  Grove  Street, 
Bridgeport,  Conn.  06605, 
(203)  334-3107. 


Bndine 

ASSEMBLY 
SYSTEMS 


estone  dealer  Joseph  DePaolis  in  1  of  his  22  shops 
ten  you  cant  sell  tires,  fix  cars. 


at  he  hasn't  taken  on  any  new  custom- 
>  in  two  years.  He  sells  no  gasoline  and 
tted  $70,000—20%  pretax— last  year. 
Ve  could  expand,  of  course,"  he  says, 
ut  I  don't  think  I  can  manage  a  bigger 
siness." 

Such  size  limitations,  and  the  need  for 
nds-on  management,  traditionally 
ide  fixing  cars  a  decentralized  indus- 
t.  As  with  a  restaurant,  a  garage  runs 
st  when  the  owner  is  on  the  scene;  and 
z  repair  business  requires  the  sort  of 
ick,  on-the-spot  decision-making  that 
esn't  fit  the  corporate  mold.  "You 
ed  a  personal  touch  between  the  man 
ing  the  work  and  the  customer,"  ex- 
lins  a  veteran  mechanic.  "When  you 
nchise  or  put  it  under  absentee  owner- 
ip,  it's  like  a  Kentucky  Fried  Chicken, 
u  take  away  quality." 
•fe  roviding  that  personal  touch  isn't 
&  easy.  Charles  Lobosco,  an  indepen- 
»  dent  Shell  dealer  in  Greenwich, 
mn.,  regularly  puts  in  nine  hours  a  day, 
;  days  a  week.  He  works  side  by  side 
th  his  two  mechanics  and  deals  with 
customer  complaints  personally.  "Ga- 
;es  have  two  sources  of  profits — parts 
d  labor,"  says  Jack  Creamer,  president 
Distribution  Marketing  Services  of 
irien,  Conn.  Markups  vary,  but  60% 
labor  and  40%  on  parts  are  typical.  So 
operation  like  Lobosco's  can  net 
0,000  to  $80,000  a  year  pretax, 
pthers  do  even  better.  Joseph  DePaolis 
ads  Johnny  Antonelli  Firestone  in 
Chester,  N.Y.  and  grosses  $10  million 
ear  on  his  22  shops.  "Everyone  knows 
it  car  repairs  are  twice  as  profitable  as 
ling  tires,"  he  explains.  Over  the 
irs,  in  fact,  DePaolis  has  become  more 
nechanic  and  less  a  retailer.  Service 
;ounted  for  just  over  25%  of  his  retail 
renues  in  1975.  Now  it's  nearly  half, 
i  he  hopes  the  proportion  will  rise. 


In  the  good  old  days  a  little  knowledge 
and  a  good  wrench  were  enough  to  han- 
dle most  simple  auto  repairs.  A  man 
with  a  touch  of  entrepreneurial  drive 
could  learn  the  basics  working  for  some- 
one else  and  then  start  his  own  garage. 
Not  so  today.  In  an  age  of  solid-state 
ignitions  and  catalytic  converters,  set- 
ting up  a  garage  costs  big  bucks.  To  buy 
an  empty  gasoline  station  at  a  busy 
suburban  intersection,  for  example, 
costs  around  $150,000.  Just  one  elec- 
tronic engine  analyzer  can  go  for  as 
much  as  $20,000.  Mechanics'  salaries? 
They  can  easily  top  $25,000  per  year. 

That's  why  you  can't  find  anyone  to 
fix  your  car.  Being  a  grease  monkey  is  a 
capital-intensive  business. 

Big  corporations,  of  course,  see  the 
growing  demand  for  car  care— but  the 
management  headaches  that  go  with  re- 
pair shops  mean  they  will  enter  the  field 
in  only  limited  ways.  Oil  companies  and 
tire  companies,  for  example,  have  always 
franchised  most  of  their  retail  dealer- 
ships. Now,  despite  the  shrinking  size  of 
these  distribution  networks,  they  are 
gearing  up  major  programs  to  help 
franchisees  build  up  their  service. 

What's  in  that  for  the  likes  of  Texaco 
and  Goodyear?  Repair  income  helps  a 
franchisee  offset  declining  sales  of  gaso- 
line or  tires.  Beyond  that,  there  are  corpo- 
rate opportunities  in  the  parts  business — 
inc  ludingitems  like  sparkplugs,  oil  filters, 
tune-up  kits — which  racks  up  an  estimat- 
ed $15  billion  at  wholesale.  "Tire  and  oil 
companies  move  parts  through  distribu- 
tion patterns,  and  that  can  become  a  profit 
center, "  explains  Creamer.  "They  can  buy 
from  the  manufacturers  and  resell  directly 
to  their  dealers." 

Among  the  oil  companies,  Shell  leads 
the  pack  and  now  has  2,000  Auto  Care 
centers  in  40  markets.  Amoco,  Gulf, 


Texaco  and  Union  Oil  have  followed  suit 
and  more  competition  is  coming.  Fran- 
chise programs  are  similar:  For  perhaps  a 
$2,500  initial  fee  and  monthly  royalty 
payments,  dealers  can  display  a  special 
repair  logo  to  benefit  from  national  ad- 
vertising. In  turn,  they  must  provide  cer- 
tified mechanics,  offer  a  few  basic  ser- 
vices and  give  written  estimates  and 
guarantees. 

Tire  manufacturers  are  expanding 
their  repair  activities  too.  "We're  taking 
a  much  more  aggressive  attitude,"  says 
Robert  Bowen,  Firestone's  group  vice 
president  for  sales  and  marketing  oper- 
ations. His  company  has  issued  2  million 
credit  cards  and  signed  up  20,000  motor- 
ists for  a  new  auto  club.  The  service 
business  already  provides  35%  of  rev- 
enues at  Goodyear 's  company-owned 
stores  and  volume  is  expected  to  double 
over  the  next  five  years. 

Other  entrepreneurs  think  there  are 
opportunities  for  outsiders  to  enter  the 
auto  repair  business.  Milex  of  America, 
for  example,  has  42  franchised  car-care 
centers,  primarily  in  New  York  and  Chi- 
cago. Most  of  the  company's  owners  run 
Milex  stores.  "We  have  some  guys  who 
stick  their  heads  underneath  car  hoods 
on  weekdays  and  fly  their  own  private 
planes  on  weekends,"  says  Milex  execu- 
tive director  Frank  Bloom.  Pretax  in- 
come from  a  Milex  franchise,  he  adds, 
can  top  $160,000  a  year. 

Then  there  are  the  specialty  repair 
chains,  such  as  IC  Industries'  Mi- 
das muffler  business,  many  of 
which  are  also  expanding.  Andy  Grana- 
telli,  the  former  race  car  driver  who  head- 
ed STP  Corp.  for  nine  years,  sees  potential 
wealth  in  tuning  up  aging  engines.  His 
Tuneup  Masters,  Inc.  is  a  230-store  chain 
that  offers  a  $49.95  tune-up  with  a  six- 
month  guarantee.  Granatelli  hopes  to  op- 
erate nationwide  soon.  One  major  prob- 
lem, he  claims,  is  holding  him  back:  find- 
ing and  financing  the  real  estate. 

Despite  such  enthusiasm — and  auto- 
age  demographics  that  bode  well  for  the 
industry — the  car-care  business  has  al- 
ready been  a  wrenching  experience  for 
some  companies.  Over  the  past  three 
years,  for  example,  Tenneco  spent 
around  $30  million  to  develop  over  100 
Speedy  Muffler  King  outlets  to  sell  shock 
absorbers  and  mufflers  made  by  its  Mon- 
roe and  Walker  divisions.  While  results 
are  improving,  Tenneco's  shops  are  still 
losing  money. 

For  the  immediate  future,  then,  expect 
waiting  lines  to  get  longer  every  time 
you  take  your  car  in  for  repairs.  Much  of 
the  service  business  today  is  too  de- 
manding for  corporations  to  manage  and 
too  capital-intensive  for  aspiring  small 
businessmen  to  enter.  Eventually,  a  ge- 
nius like  McDonald's  founder  Ray  Kroc 
will  see  a  way  around  that  dilemma — and 
make  a  fortune.  Meanwhile,  if  you  know 
a  good  mechanic.  .  .  .  ■ 


RBES,  APRIL  27,  1981 


93 


Swissair  passengers  have  the  better  seat. 


Swissair  passengers  know  you  can 
always  tell  a  better  seat  by  its  cover. 

It  may  be  just  a  detail  to  some.  But 
experienced  travelers  know  it  means 
much  more.  Having  an  exclusive 
design  for  the  plane  upholstery  reflects 
an  attitude: 

That  attention  to  detail  is  basic  to 
service.  A  philosophy  for  running  an 
airline. 

Our  passengers  can  expect  good 
food.  We  serve  it  on  china,  in  first  class 
and  economy. 

Our  passengers  can  expect  service. 
We  train  individuals  who  understand 
that  real  service  is  always  personal. 

Our  passengers  can  expect  space. 
We  took  one  seat  out  of  every  row  in  the 
economy  sections  of  our  airplanes. 
Swissair  747 's  have  9  seats  across 
instead  of  the  usual  10;  DC-10's,  8  seats 
across  instead  of  9.  It  creates  a  spacious 
environment  when  sitting,  reading,  or 
resting  —  and  moving  about  the  cabin 
is  more  pleasant  for  everyone. 

On  Swissair  there  are  all  of  the 
gracious  necessities  one  needs  to  feel  at 
home. 

Details  perhaps.  But  it  all  comes  with 
having  a  better  seat.  And  you  get  that 
simply  by  buying  a  Swissair  ticket. 

Expect  everything.  We  may  surprise 
you  with  more. 

Swissair  departs  worldwide  from 
New  York,  Boston,  Chicago,  Toronto 
and  Montreal. 

Call  Swissair  or  your  travel  agent. 

Swissair 


Here's  the  difference: 

One  less  seat  per  row  on  our  747 's. 

I 
I 


- — - 

One  less  seat  per  row  on  our  DC-10's. 


The  Up-And-Comers 


"Sure  it's  simple, "  says  Safety-Kleen  President 
Don  Brinckman  of  his  company's  humble 
product.  Simple  like  razors  or  hamburgers. 


The  little  red 
washtub 


Don  Brinckman  at  a  Safety-Kleen  recycling  plant 
"Four  drums  to  us  is  a  gigantic  customer." 


By  Steven  Flax 


EXCEPT  FOR  CLEANING  toilets, 
there's  probably  no  more  obnox- 
ious job  on  the  plant  floor  than 
washing  greasy  parts.  It's  a  dirty,  thank- 
less necessity.  It  also  happens  to  be  a  gold 
mine  for  Safety-Kleen  Corp.,  of  Elgin,  111. 
By  leasing  machines  that  are  little  more 
than  small  red  washtubs  mounted  on 
barrels,  the  company  has  been  cleaning 
up  by  cleaning  up  machinery. 

In  the  last  12  years,  Safety-Kleen's 
sales  have  grown  from  $50,000  a  year  to 
$122  million  in  the  latest  12  months, 
virtually  all  of  that  internally  generated. 
Since  1976  earnings  have  grown  at  an 
average  annual  rate  of  almost  30%, 
reaching  a  record  $9.4  million  for  the  last 
four  quarters.  That  translates  into  a  29% 


return  on  equity.  Not  surprisingly,  Safe- 
ty-Kleen's shares  now  trade  over-the- 
counter  at  27,  giving  it  a  robust  P/E  of  1 7. 

Mechanics  and  millwrights  had  been 
cleaning  dirty  parts  for  years  before  Safe- 
ty-Kleen came  along.  Usually  they  would 
fill  a  bucket  with  naphtha  or  kerosene, 
take  it  over  to  a  sink  or  hunker  down  on 
the  floor  and  scrub  the  part  in  the  bucket 
with  a  stiff-bristled  brush  or  rag.  Then 
they  would  either  pour  the  solvent  down 
the  drain  or,  if  they  were  really  lazy,  just 
stow  the  bucket  and  rag  under  their 
workbench  so  they  wouldn't  have  to  re- 
fill it  with  clean  solution  for  the  next  job. 
Cleaning  parts  this  way — still  a  practice 
in  gas  stations,  auto  dealerships,  ma- 
chine shops  and  industrial  maintenance 
facilities — is  dirty,  inefficient,  smelly, 
slow,  anything  but  thorough,  wasteful 


and,  especially,  dangerous,  because  thj 
solvents  are  highly  flammable. 

Safety-Kleen's  answer  to  this  proa 
lem — its  circulating  parts  cleaner — is  si 
simple  that  it's  hard  to  believe  that 
successful  company  could  be  based  upoi 
it.  Invented  in  1956  by  one  Ben  Palme« 
who  worked  in  a  gravel  pit,  the  circulat 
ing  cleaner  is  nothing  more  than  a  wash 
tub  on  top  of  a  barrel  of  solvent.  Flip 
switch  and  a  little  electric  pump  sub 
merged  in  the  barrel  sends  a  stream  o 
solvent  over  the  part  to  be  washed.  Tb 
used  solvent  flows  through  a  drain  and 
filter  bag,  which  catch  debris,  and  bac 
into  the  barrel,  ready  for  the  next  clean 
ing  job  and  safely  shielded  from  weldin 
sparks,  cigarettes,  anything  incendiar) 
Should  the  solvent  ignite  somehow  dui 
ing  a  cleaning,  a  little  link  holding  up  th 
hinged  back  of  the  wash  basin  melts,  th 
back  slams  down  like  a  lid,  cuts  off  thi 
air  and  puts  out  the  fire.  Safety-Kleen  ha) 
a  more  sophisticated  immersion  cleanej 
that  rotates  parts  automatically  but,  il 
an  era  of  CAT  scanners  and  lasers,  Safe 
ty-Kleen's  products  are  strictly  stonq 
age.  "Sure  it's  simple,"  admits  Safety 
Kleen  President  Donald  W.  Brinckmai 
with  a  grin,  "but  what  could  be  simple 
than  a  hamburger,  and  look  wha 
McDonald's  did  with  that." 

Actually,  Brinckman  himself  was  nq1 
impressed  by  the  parts  cleaners,  or  thj 
company  that  made  them,  at  first.  Thai 
was  in  1968  when  Brinckman  was  heaj 
of  the  replacement  division  of  Chicag| 
Rawhide,  then  a  90-year-old,  $55  millioi 
company  owned  by  four  families.  Orig} 
nally  a  producer  of  buggy  whips  and  hal 
nesses,  it  then  made  mechanical  01 
seals,  washers  and  gaskets  out  of  syrj 
thetic  rubber  for  the  auto  industry.  By 
Rawhide's  OEM  business  was  stagnatini 
and  its  order-delivery  was  like  a  contii 
ual  Chinese  fire  drill.  Both  Brinckma 
and  Russ  Gwillim,  Rawhide's  chief  e> 
ecutive,  knew  that  they  had  to  develo 
the  company's  replacement  business 
watch  the  whole  thing  grind  to  a  hal 
"We  wanted  to  build  on  the  replacemer 
business  because  the  margins  were 
much  more  attractive,"  says  Brinckman 
an  affable,  round-faced  man  of  50.  "So 
were  looking  for  small  acquisitions." 

Rawhide's  merger  broker  at  the  time, 
former  NBC  weatherman  named  Cliij 
Youle,  told  Brinckman  that  the  compani 
he  had  discovered,  Safety-Kleen,  wa 
promising  even  though  it  was  spendin 
$100,000  a  year  to  make  $50,000  in  sale: 
Brinckman  was  highly  skeptical  bn 
agreed  to  drive  up  to  Milwaukee  to  sq 
Safety-Kleen  anyway. 

Brinckman  soon  realized  that  Safet] 
Kleen's  regular  solvent  replacement  b 
service  reps  would  give  Rawhide  the  oj 
portunity  to  sell  its  oil  seals  directly  i 
the  aftermarket  rather  than  through  din 
tributors.  So  he  went  to  talk  to  a  few  c 
Safety-Kleen's  customers.  "We  talked  t 
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WE'RE  KNOWN 
EVERYWHERE  THERE  IS  OIL 
;UT  NOT  EVERYWHERE  THERE  ARE  INVESTORS. 


When  o  drill  bit  bites  into  soil  frozen  rock  hard 
in  Alaska...  NL  is  there.  Underneath  the  North  Sea 
off  the  coast  of  Scotland...  NL  is  there  too. 

In  fact,  NL  petroleum  products  and  services 
are  known  all  over  the  world— everywhere  there 
is  oil.  A  fact  that  isn't  known  everywhere  right 
here  at  home. 

NL  is  now  one  of  the  top  five  petroleum  serv- 
ices companies  in  the  country  and  we're  still  grow- 
ing. NL's  petroleum  services  operations  have  set 
sales  and  earnings  records  for  four  straight  years. 


In  1980,  sales  from  NL  Petroleum  Services 
increased  so  fast  they  topped  one  and  one 
quarter  billion  dollars.  Petroleum  services  accounted 
for  almost  75%  of  NL's  operating  profit. 

This  is  a  major  reason  why  NL  Industries 
income  rose  30%  in  both  1978  and  1979.  In  1980 
NL's  income  increased  another  46%  and  total  sales 
exceeded  two  billion  dollars. 

Now  you  know  what  they  know  from  the 
North  Slope  to  the  North  Sea.  In  a  high  perform- 
ance business,  NL  has  outperformed  the  field. 


N  Industries 

1230  Avenue  of  the  Americas,  New  York,  NewYork  10020 


PERHAPS 

THE  ONLY  LUXUR 

COUPE  WHOSE 
PERFORMANCE 

LIVES  UP 
TO  ITS  PRICE. 


ililllillHUII II I  III  MINIM 


Over  the  last  decade,  the  purchase 
a  luxury  sports  coupe  has  progres- 
/ely  become  an  investment  of  dimm- 
ing returns. 

For,  while  the  prices  of  some  of 
le  most  exalted  coupes  have  virtually 
pled,  their  performance  capabilities 
we,  to  say  the  least,  not  kept  pace, 
bilitated  by  a  myriad  of  pollution  con- 
dIs  and  fuel  requirements. 

With,  that  is,  one  well-documented 
ception.The  BMW633CSi. 

A  car  with  an  engineering  concept 
)  basically  sound,  it  has  not  merely 
jrvived  difficult  times,  but  has  pros- 
3red  in  them. 

A  GRAND  TOURING 
COUPE  STILL 
WORTHY  OF  THE  NAME. 

While  some  of  the  world's  most  ex- 
ted  luxury  coupes  were  drastically 
-engineered  in  an  effort  to  make 
lem  socially  responsible,  the  mechan- 
al  story  of  the  BMW633CSi  has 
sen  one— not  of  radical  change— but 
:  considered  improvement. 

A  story  of  refinement. 

It  is,  therefore,  small  wonder  that 
comparing  this  car— even  to  its  im- 
'essive  BMW  predecessors— Car  and 
river  magazine  said  of  the  633CSi, 
. .  You  lift  your  driving  to  its  standards, 
ecause  it  is  tighter,  sharper,  more 
imediate— and  faster  in  every  way." 


Indeed,  the  sole  disheartening  as- 
pect of  the  1981  BMW  633CSi  is 
that,  this  year,  our  engineers  will  pro- 
duce a  mere  900  for  the  entire  conti- 
nent of  North  America. 

THE  BMW  POWER  PLANT: 

AN  AUTOMOTIVE  PARADOX. 

In  1975,  at  a  time  when  the  rest 
of  the  automotive  community  seemed 
forever  committed  to  the  carburetor, 
BMW  abandoned  it  totally,  in  favor  of 
a  computerized  fuel  injection  system. 

A  replacement  of  such  conse- 
quence, it  resulted  in  an  apparent  me- 
chanical contradiction— an  engine 
which  not  only  performed  with  more 
power  but  with  more  efficiency  as  well. 

A  6-cylinder  engine  that  generates 
nearly  one  horsepower  per  cubic  inch 
—a  ratio  almost  unheard  of  in  road 
cars— accelerating  the  633CSi  even 
faster  than  certain  coupes  equipped 
with  larger,  V-8  engines. 

LUXURY  THAT  GOES 

DEEPER  THAN 
SURFACE  AMENITIES. 

Even  while  the  BMW  633CSi  is  a 
car  which  embodies  all  of  the  ameni- 
ties, all  of  the  creature  comforts  one 
expects  in  a  superlative  European  au- 
tomobile—even while  it  is  a  car  honed 
and  polished  to  the  absolute  limits  of 
human  finesse— one  noted  automotive 
journalist  nevertheless  insists  "...The 


real  beauty  of  this  car  is  under  the 
sheet  metal,  hidden  in  corners  that 
will  probably  be  explored  only  by 
your  mechanic." 

A  suspension  system  considered 
to  be  one  of  the  most  advanced  in  the 
world  provides  a  seemingly  magnetic 
road-holding  ability.  Even  when  buf- 
feted by  crosswinds,  the  633CSi  re- 
mains comfortingly  stable. 

A  5-speed  manual  transmission 
(inexplicably  absent  in  most  other  "lux- 
ury sport  coupes")  allows  the  exhila- 
ration of  working  in  total  concert  with 
the  car  itself.  And  provides  increased 
highway  fuel  efficiency  as  well.* (Auto- 
matic is,  of  course,  available.) 

The  seats  of  the  633CSi  are  ana- 
tomically correct  buckets,  covered  in 
wide  rolls  of  supple  leather. 

AM/FM  stereo  cassette,  electric 
sunroof,  electric  windows,  electric 
side-view  mirror— even  a  central  lock- 
ing system  that  locks  both  doors,  the 
trunk  lid  and  the  gas  door  with  the 
turn  of  a  single  key— are  all  standard 
equipment  in  the  BMW633CSL 

If  you  find  the  notion  of  owning 
such  a  car  more  than  a  little 
intriguing,  phone  your 
nearest  BMW  dealer,  and 
he'll  arrange  a  thorough 
test  drive. 

THE  ULTIMATE  DRIVING  MACHINE. 


iple,  the  633CSi  (with  5-speed  standard  transmission)  now  delivers [16] EPA  estimated  mp 
,  only.  Your  actual  mileage  may  vary,  depending  on  speed,  weather  and  trip  length  Your  ac 
k  and  logo  are  registered  trademarks  of  Bayerische  Motoren  Werke.  A  G 


jr  fuel  efficiency  figures  are  for  cc 
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75  minutes. 


BECAUSE  TIME  IS  MONEY. 


TECHNOLOGIES 
SIKORSKY 
AIRCRAFT 


:ouple  of  service  stations,  a  couple  of 
•  dealerships,  and  they  were  really  en- 
asiastic  about  the  service,"  says 
nckman.  "I  thought,  if  those  500  cus- 
ners  are,  .  .  .  their  needs  are  no  differ- 
t  than  anybody  else's  in  the  U.S.  Why 
t  take  it  across  the  country?" 
The  deal  was  made  in  October  1968  for 
5,000  in  cash  and  the  assumption  of 
50,000  in  debt.  (Royalties  on  the  ma- 
nes  would  later  add  another  $90,000 
the  cost.)  Then,  fully  aware  that  the 
a  was  incredibly  easy  to  imitate, 
nckman  and  a  small  team  of  sales 
magers  blitzed  the  auto  aftermarket 
oss  the  country.  "That  was  our  mis- 
nary  force,"  says  Brinckman.  "We  lit- 
lly  laid  out  130  little  Milwaukee  terri- 
ies  across  the  country  by  zip  code." 
M  o  say  they  were  aggressive  would 
I  be  an  understatement.  They  set  up 
■  service  centers  anywhere  they 
aid  find  empty  storage  tanks  for  sol- 
it.  They  used  temporary  help — ser- 
emen  on  leave,  tap  dancers  between 
ows,  guys  in  Nehru  jackets  and  cash- 
re  coats,  anyone  willing  to  jockey 
shing  barrels  of  solvent  for  grimy  ma- 
nes. When  one  sales  manager  found 
:  it  would  take  six  weeks  to  install  a 
>ne  in  his  Cardiff,  Wales  service  cen- 

he  demanded  quicker  service  from 

Prime  Minister  of  Britain,  who,  he 
1  discovered,  was  the  M.P.  for  that 
trict.  He  promptly  got  the  phone, 
nitially  they  placed  the  machines  out 
a  free  trial  basis,  living  on  loans  from 
Northern  Trust  Co.  funnelled 
ough  Rawhide.  Subsequently  they 
nd  that  over  90%  of  the  customers 
re  willing  to  pay  for  the  service.  "It 
med  that  we  had  come  across  one  of 

most  marketable  products  ever  de- 
oped,"  says  Brinckman. 
)nce  Safety-Kleen  had  set  up  its  na- 
lwide  network  of  routes,  it  inaugurat- 

a  "customer-owned  machine  ser- 
e,"  delivering  and  disposing  of  solvent 
ti  those  customers  who  used  parts- 
iners  made  by  other  manufacturers.  It 
)  used  the  regular  service  schedule  to 

more  than  oil  seals.  Today  Safety- 
en  sells  oil  filters,  cleaning  brushes, 
>er  blades,  even  hand  cleaners.  As 
ickman  sees  it,  Safety-Kleen  service 
s  can  sell  virtually  any  aftermarket 
duct  they  care  to,  completely  side- 
ling the  whole  multitiered  distribu- 
l  channel  of  warehouse  distributors, 
bers  and  dealers. 

ut  as  the  business  grew,  so  did  Safety- 
en's  problem  of  disposing  of  the  used 
rent.  Around  1970,  virgin  solvent,  at 
:ents  a  gallon,  was  cheaper  than  recy- 
i  solvent.  So  when  someone  suggest- 
to  Brinckman  that  he  consider  recy- 
ig,  he  wisecracked,  "Sure,  as  soon  as 
finish  building  our  pipeline."  With 
;  of  little  branches  all  over  the  U.S. 
king  pickups  averaging  7  gallons,  it 
med  preposterous  to  think  of  hauling 
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The  Up-And-Comers 


Mechanic  using  a  Safety-Kleen  parts  cleaner 
"Sure  it's  simple,  but  what  could  be 
simpler  than  a  hamburger,  and  look 
what  McDonald's  did  with  that." 


and  redistilling  the  dirty  solvent. 

But  if  Brinckman  failed  to  foresee  the 
1973  OPEC  oil  embargo,  he  did  realize 
that  disposal  costs  would  inevitably 
climb  to  the  point  where  recycling  would 
become  cheaper. 

Just  then,  in  1970,  Shell  Oil,  one  of 
Safety-Kleen's  major  suppliers  of 
solvent,  offered  to  sell  the  com- 
pany a  small  distribution  facility  located 
right  in  Elgin.  As  they  had  decided  to 
close  the  facility  anyway,  Shell  offered  to 
give  it  to  the  company  for  just  the  value 
of  the  land:  $15,000.  "My  God,"  thought 
Brinckman,  "here's  our  solvent  supplier 
selling  us  our  first  recycling  plant."  Says 
Brinckman,  "That  was  a  good  way  to  get 
into  recycling  very  cheaply.  I  think  we 
added  about  $70,000  to  $80,000  in  recy- 
cling equipment  and  got  started.  Then 
came  the  embargo  in  1973."  At  that 
point  Safety-Kleen  had  three  recycling 
centers  and  a  fourth  under  construction 
all  because  of  anticipated  disposal  cost 
increases.  Overnight,  recycled  solvent 
became  considerably  cheaper  than  virgin 
solvent.  "We  were  in  a  very  nice  posi- 
tion," says  Brinckman. 

Today,  with  six  recycling  centers  in 
operation,  Safety-Kleen  recovers  92%  of 
each  gallon  of  dirty  solvent  for  reuse, 
enabling  the  company  to  save  the  equiv- 
alent of  550,000  barrels  of  crude  oil  a 
year — or  $20  million  a  year  at  current 
prices.  Even  with  their  parts-cleaning 
business  growing  at  20% -plus  a  year,  the 
company  needs  to  purchase  new  solvent 
amounting  to  only  one-third  the  volume 
of  its  deliveries. 

Despite  the  many  thousands  of  auto 
dealerships  and  service  stations  closed 


last  year,  Safety-Kleen  now  services 
325,000  parts-cleaning  machines  world- 
wide, a  net  gain  of  approximately  24,000. 
Based  on  EPA  estimates,  the  company 
has  a  30%  share  of  auto-parts  cleaners 
and  a  13%  share  of  the  market  for  indus- 
trial and  other  parts  cleaning,  where 
Brinckman  expects  his  greatest  growth. 

Since  the  passage  of  the  Resource  Con- 
servation and  Recovery  Act,  however,  a 
lot  of  big  guns  like  Foremost-McKesson 
are  jumping  into  the  recycling  business. 
Does  that  worry  Brinckman?  Not  a  bit. 
"We  have  the  technology  of  handling 
small  quantities  .  .  .  that's  an  art,"  he  re- 
plies. "Anybody  can  handle  big  quanti- 
ties. It's  easy  to  drive  a  tanker  and  pick 
up  6,000  gallons.  Our  out-of-pocket  costs 
on  recycling  are  very  low.  We  get  the 
two-,  three-  and  four-drum  industrial 
company  and  make  a  profit,  because  four 
drums  to  us  is  a  gigantic  customer.  There  | 
are  literally  thousands  and  thousands  of 
[small]  industrial  companies  that  use  sol- 
vents where  we  won't  encounter  the 
kind  of  competition  you're  going  to  get 
in  the  big  quantity  sales." 

Brinckman  also  has  a  few  aces  up  his 
sleeve.  One  is  a  little  company  Safety- 
Kleen  acquired  last  year  called  American 
Impacts  Corp.,  which  leases  buffing  pads 
to  the  painting  and  refinishing  aftermar- 
ket. Just  as  with  the  parts  cleaners,  Safe- 
ty-Kleen recycles  the  pads,  washing 
them  and  fluffing  them  dry  before  return- 
ing them  to  the  customers  as  part  of  a 
regular  service.  And,  while  those  service 
representatives  are  making  their  call  to 
pick  up  the  used  pads,  they're  selling 
allied  products  like  abrasives,  polishes 
and  cleaners. 

Another  project  Safety-Kleen  has 
been  working  on  is  a  cleaning  ser- 
vice for  restaurant  exhaust  filters.  |j 
While  the  service  reps  are  in  the  kitchen 
replacing  greasy  filters  with  clean  ones, 
they're  going  to  be  selling  a  variety  of 
cleaning  and  sanitary  products.  And 
Safety-Kleen,  which  was  spun  off  to 
Rawhide  shareholders  in  1974  and  went 
public  in  1979,  is  pursuing  this  scheme 
with  the  same  aggressiveness  they  pur- 
sued the  auto  parts  aftermarket.  Says 
Ray  Lipsch,  the  director  of  sales  for  the 
restaurant  service  division,  "If  a  little  old 
lady  waits  for  a  bus  too  long,  she's  going 
to  find  herself  with  six  filters!" 

Not  that  everything  has  worked  out 
well  for  Safety-Kleen.  The  German  sub- 
sidiary has  been  a  big  loser  for  years  and 
was  finally  sold  to  a  management  team 
of  German  nationals  last  month.  But  all 
things  considered,  Safety-Kleen  has  got 
itself  a  very  neat  little  mousetrap,  very 
much  like  the  one  King  Gillette  had  with 
razors  and  blades.  The  only  difference  is 
that  it  took  Gillette  several  generations 
to  diversify,  while  Safety-Kleen  has  ex- 
panded its  clever  parts-cleaning  formula 
into  other  profitable  businesses  in  a  I 
scant  12  years.  ■  | 
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Aztec  Manufacturings  L.C.  Martin 

Aztec  Manufacturing  makes  no  finished  prod- 
uct in  the  oil  business.  Cautious  L.C.  Martin 
prefers  to  stick  with  processes  and  market 
niches  no  one  else  can  be  bothered  with. 

"Close 
to  the  vest" 


By  Phyllis  Berman 

Back  in  1971,  the  U.S.'  working  oil  rig 
count  was  about  to  hit  its  alltime  low; 
cheap  Arab  oil  was  pouring  in,  and  the 
Texas  oil  drilling  business  was  in  a  blue 
funk.  Yet,  in  February  of  that  year,  L.C. 
Martin,  president  and  CEO  of  tiny  Aztec 
Manufacturing  Co.  of  Crowley,  Tex., 
wrote  in  his  annual  report:  "The  U.S. 
faces  an  energy  crisis  ...  a  potentially 
serious  gap  between  demand  for  petro- 
leum and  the  diminishing  level  of  secure, 
proven  reserves."  Sooner  or  later,  he 
said,  domestic  drilling  would  boom,  and 
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with  it  demand  for  Aztec's  oilfield  tubing 
finishing  business. 

A  cliche'  today.  But  in  1971  that  was 
pretty  original  thinking — and,  of  course, 
Martin  was  dead  right  on  both  counts. 
These  days  the  U.S.  rig  count,  at  over 
3,600,  is  nearly  quadruple  the  1971  level, 
and  Aztec  has  averaged  aftertax  margins 
of  14.8%  and  a  46%  return  on  sharehold- 
ers' equity  over  the  last  five  years.  All 
that,  too,  on  leverage  you'd  hardly  no- 
tice: practically  no  short-term  debt  and 
long-term  debt  that's  a  scant  11%  of 
total  capitalization. 

So  once-tiny  Aztec  is  tiny  no  more, 


right?  Wrong.  Aztec's  total  sales  for  tl 
fiscal  year  ended  this  February  were  on 
$39.4  million.  Despite  a  business  strat 
gy  that  shrewdly  concentrates  on  pr 
cessing  other  people's  inventory,  whi« 
it  doesn't  have  to  finance,  Aztec  Man 
facturing  is  still  merely  a  small  cactus 
the  oil  patch. 

About  the  only  big  mistake  L.C.  Ms 
tin  has  made  in  his  25  years  at  Aztec  w 
in  1956  when,  as  a  29-year-old  engines 
he  left  a  secure  job  with  the  Welex  dh 
sion  of  Halliburton  to  join  four  entrepr 
neurs  in  a  new  oilfield  pump-produch 
venture.  Like  Martin  himself,  all  fo 
founders  were  executives  from  major  o 
field  service  companies,  hoping  to  ca: 
in  on  the  boom  in  drilling  then  at  ncv 
record  levels. 

So  highly  did  Martin  think  of  the  ve 
ture  that  he  kicked  in  his  life  savings 
$5,000  in  return  for  5,000  shares  of  stoc 
and  the  position  of  chief  engineer.  Wit 
in  months  Aztec  looked  like  an  unqua 
fied  disaster.  "None  of  us  realized  what 
profound  effect  the  1954  Supreme  Cou 
decision  to  control  natural  gas  at  tl 
wellhead  would  have  on  our  market,"  I 
recalls.  "The  year  before  we  went  in 
business,  35,000  pumping  units  we 
sold.  A  year  after,  it  was  down  to  14,0( 
or  so,  and  we  were  just  about  broke." 

What  saved  the  company  was  a  sid 
line  Aztec  had  started  to  pursue  as  a  w; 
to  pay  the  bills  while  tooling  up  to  pr 
duce  pumps.  That  business  was  finishir 
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lfield  tubing.  In  the  finishing  process, 
[bing  ends  are  heated  in  a  furnace,  then 
at  into  a  forging  machine  called  an  "up- 
tter,"  which  forces  the  ends  of  the  pipe 
:ck  on  themselves.  Though  the  interior 
ameter  of  the  pipe  is  unchanged,  the 
ickness  at  each  end  of  a  length  of  tub- 
g  is  increased.  That  makes  the  pipe 
ronger  at  the  connecting  points. 
As  it  happened,  in  the  mid-1950s 
amble  Oil  &  Refining,  now  Exxon,  had 
me  up  with  a  technique  to  tap  oil  and 
s  from  more  than  one  layer  of  ground 
rough  the  same  wellhead,  sucking  the 
oduct  out  through  thin  tubing  called 
lacaroni."  Here  Martin  and  his  col- 
igues  saw  opportunity.  While  steel 
ills  were  willing  to  produce  this  narrow 
bing,  they  weren't  interested  in  adding 
pacity  to  finish  the  ends  of  this  small- 
width  macaroni  tubing  as  they  did 
th  standard-width  tubing.  Why  should 
ey?  Drilling  looked  to  be  a  declining 
siness. 

But  macaroni  turned  out  to  be  the  one 
:a  of  drilling  that  did  not  suffer  in  the 
suing  16-year  lull.  "While  the  need  for 
e  'plain  vanilla'  tubing— the  23/8-diam- 
;r  stuff — dropped  off,  our  2Vi6-inch 
ultiple-well  completion  tubing  kept 
wing,"  says  Martin,  chuckling, 
■fe  etter  still,  even  when  drilling 
^  picked  up,  others  didn't  invade 
&  this  profitable  preserve.  Aztec's 
arket  acceptance  was  already  too 
rong.  Though  there  are  a  couple  of  oth- 
independent  nonsteel-mill  finishers, 
ere  is  a  strong  tendency  in  the  high- 
ikes  oil  industry  to  buy  from  proven 
ppliers.  "When  you're  spending  up  to 

0  million  to  drill  a  well,  you  don't  take 
ances  on  what  you  put  down  that 
ell,"  says  Martin. 

In  1959  the  company  went  public,  and 

1  1963  Aztec  was  doing  well  enough  to 
ink  about  diversification.  The  next 
ar,  Martin  took  over  as  chief  execu- 
re;  three  of  the  founders  had  already 
Id  out,  and  the  fourth  had  died.  Re- 
umbering  Aztec's  traumatic  beginning, 
artin  decided  to  play  it  safe  when 
ying  the  assets  of  an  Oklahoma  com- 
ny  in  the  highway  sign  business.  Rath- 
than  borrowing  the  $65,000  required, 
i  suspended  cash  dividends  for  two 
ars  and  financed  the  deal  internally, 
rlistory  repeated  itself.  While  the  sign 
siness  eventually  proved  disappoint- 
g,  he  managed  to  keep  another  hand- 
ne  by-product  business.  Highway 
ois  themselves,  says  Martin,  "are  very, 
ry  competitive,  and  I  don't  like  com- 
titive  businesses."  But  when  Aztec 
iled  out  in  1975,  Martin  kept  the  real 
vel:  a  galvanizing  process. 

Today  that  relatively  simple  process  of 
iting  metal  with  a  zinc  preservative 
wides   15.9%   of  Aztec's  sales  and 
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Every  building  in  your 
city  is  already  wired 
for  energy  savings  from 


Robertshaw's  low  cost  automation. 


Building  owners  can  save  on  initial  costs  with  Robertshaw  s 
innovative  System  55  that  simply  plugs  into  standard  AC 
power  lines.  This  breakthrough  technology  allows  easy  pro- 
gramming by  building  engineers  for  automatic  control  of 
100  to  150  pieces  or  groups  of  equipment.  Gives  cost- 
effective  start/stop  times.  Permits  shedding  of  electrical 
loads  to  avoid  peak  demand  charges,  other  steps  to  save 
on  energy  budgets. 

This  flexible  energy  management  tool  is  one  of  the  newest 
energy-saving  systems  from  among  the  10,000  Robertshaw 
controls  and  control  systems  made  and  marketed  world- 
wide. For  details  on  System  55,  write  to  Robertshaw  Con- 
trols Company,  Integrated  Systems  Division,  Dept.  ISF, 
3084  South  Highland,  Las  Vegas,  NV  89109.  Or  call  702/ 
733-6500. 


CONTROLS  COMPANY 

The  Energy  Control  Company 


IN  TOUR  BATTLE  FOR  DOUBLE  DIGIT  YIELDS, 
RIDE  A  SOLID  LEADER. 


You're  fighting  tough  odds: 
illiquidity,  changing  interest  rates, 
high  minimums,  transaction  costs, 
withdrawal  penalties.  For  long- 
term  investors  the  solid  advan- 
tages of  this  Bond  Fund  can  help 
you  win.  For  the  long-term  in- 
vestor, this  solid  bond  fund  offers: 

□  Low  minimum  investment:  just 
$1,000. 

□  Prompt  liquidity  by  phone. 

□  Free  checkwriting  over  $500. 
P  No  penalty  for  early 

withdrawal. 

□  Switch  to  other  T.  Rowe  Price 
funds  without  charge. 
Call  free  1-800-638-5660. 
In  Md.  1-800-492-1976. 
In  Baltimore  547-2308. 


Rowe  Price 
New  Income  Rind,  Inc. 

A  No- Load  Fund 

100  East  Pratt  Street,  Baltimore,  MD  21202 

Name  

Address  

I  City  


.State. 


.Zip. 


|  For  more  complete  information,  including  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus.  Read  it  care- 
|  fully  before  you  invest  or  send  money. 
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1 6.9%  of  operating  income — in  other 
words,  it's  slightly  more  profitable  than 
oilfield  services  itself. 

Like  Aztec's  pipe  business,  galvaniz- 
ing is  a  simple  value-added  process.  The 
company  does  not  make  any  of  the  prod- 
ucts that  it  treats.  Its  only  major  inven- 
tory item  is  the  zinc.  Spurred  by  the 
continuing  rise  in  steel  prices,  fabrica- 
tors of  everything  from  hand-held  acces- 
sories to  utility  poles  are  turning  to  Az- 
tec to  help  preserve  their  products  for  up 
to  50  years. 

Meanwhile,  Martin's  prediction  of 
1971  that  drilling  would  soon 
boom  started  to  come  true.  En- 
couraged by  an  upswing  in  1972,  Martin 
broke  his  long-standing  rule  against  tak- 
ing on  bank  debt  and  borrowed  $1  mil- 
lion to  build  a  new  tubing  plant.  It  made 
him  so  uncomfortable  that  the  next  year 
he  negotiated  a  20-year,  $1  million  loan 
on  his  real  estate  and  buildings  to  clear 
that  bank  borrowing  off  his  books. 

No  sooner  had  he  done  that  than  the 
1973-74  oil  embargo  struck,  and  drilling 
took  off  with  it.  Martin  knew  that  if  he 
were  to  keep  a  lock  on  his  market  he 
would  have  to  expand.  The  rig  count  was 
climbing  steadily  toward  2,000,  and  that 
figure,  he  explains,  is  a  key  one:  Domestic 
steel  mills  processed  about  75%  of  their 
large-diameter  tube  business  in-house. 
"But  when  it  gets  above  2,000,"  he  says, 
"we  get  the  rest  of  that  large-diameter 
tube  business  from  the  mills — as  well  as 
the  finishingof  our  usual  2  Vi6-inch  stuff." 

So  Martin  screwed  up  his  courage  and 
went  back  to  the  banks  for  $2  million  to 
expand  his  capacity.  He  was  just  in  time. 
By  the  end  of  1977,  total  working  rigs 
had  reached  2,002  and  climbing,  and  Az- 
tec was  flooded  with  volume.  Employ- 
ment doubled  in  one  year.  Customers 
loaded  so  much  tubing  into  the  Aztec 
processing  plant  that  for  a  while  it 
coudn't  be  handled  by  automatic  cranes, 
which  nearly  tripled  handling  costs. 

With  his  new  upsetters  coming  on 
stream,  however,  it  took  Martin  little 
more  than  a  year  to  digest  that  new 
business.  Now  he  had  a  chance  to  branch 
out  from  tubing.  The  obvious  next  step 
was  into  drill  pipe.  Here,  too,  Aztec 
would  not  have  to  finance  large  inven- 
tories. Because  drill  pipe  carries  drilling 
mud  to  the  bit,  it's  constantly  subjected 
to  the  rotary  motion  of  the  drill.  So  the 
sleeves,  or  "joints,"  that  connect  the 
strings  of  drill  pipe  must  be  welded  on  in 
a  totally  reliable  manner.  Today  the  com- 
pany holds  only  tool  joints  in  its  own 
inventory  and  other  people's  pipe  is 
shipped  to  weld  to  those  joints. 

Unlike  small-diameter  macaroni,  how- 
ever, drill  pipe  was  not  an  unnoticed 
field.  Giant  Hughes  Tool  and  Reed  Tool 
(now  part  of  Baker  International)  were 


already  well  established  in  the  market. 
But  Martin  spotted  an  uncrowded  cor- 
ner: rental.  "New  rig  construction  auto- 
matically got  first  call  on  industry  capac- 
ity," he  explains. 

"Then  there  was  replacement  drill 
pipe,"  he  goes  on.  "There  the  supply  was 
based  solely  on  historic  relationships  be- 
tween suppliers  and  drill  contractors.  We 
weren't  interested  in  either  of  these  mar- 
kets. What  we  wanted  was  the  rental 
tool  market.  It  had  last  call  on  welding 


An  Aztec  hardhat  threading  drill  pipe 


"A  niche  nobody  wanted." 

capacity.  It  was  a  niche  nobody  wanted. 
So  we  jumped  in  and  did  it." 

At  first  that  looked  like  a  serious  mis- 
take. No  sooner  had  he  entered  the  mar- 
ket than  drilling  collapsed.  In  the  uncer- 
tainty over  whether  and  when  the  U.S. 
would  begin  its  phased  decontrol  of  oil 
prices,  the  rig  count  fell  from  a  1978  peak 
of  2,358  to  1,943  in  April  1979.  For  the 
fiscal  year  ended  February  1980  Aztec's 
earnings  fell  to  $3.5  million  from  $4.2 
million  the  year  before  on  a  6%  drop  in 
revenues  to  $22.3  million. 

But  there's  a  certain  countercyclicality 
between  the  finishing  of  tubing  and  rent- 
al drill  pipe.  Tubing  is  consumable.  It  is 
placed  in  a  well  and  left  there.  More 
tubing  must  be  ordered  for  each  well 
completion.  Drill  pipe,  on  the  other 
hand,  is  really  a  capital  good.  Each  rig  has 
a  string  of  drill  pipe  that  can  be  used  over 
and  over  again.  So  while  the  demand  for 
drill  pipe  stopped  dead  because  of  the 
18%  drop  in  drilling,  the  demand  for 
tubing  went  down  only  moderately — and 
that  only  because  many  of  the  wells  be- 
ing completed  were  shallower,  previous- 
ly uneconomic  ones. 

So  the  tubing  business  helped  to  buffer 
the  downturn  in  the  drill  pipe  business. 
Once  drilling  started  roaring  full-bore 


again  by  mid- 1979,  Aztec  never  ha< 
look  back.  "We  haven't  borrowed  a  j 
ny  since  that  $2  million  in  1977,"  a 
Martin,  "and  we  could  pay  that  loan 
tomorrow,  we've  got  so  much  cash." 

What  next  for  little  Aztec?  ' 
friends  all  know  that  the  god 
my  life  is  for  Aztec  to  re) 
$100  million  in  sales  by  1986,"  Ma 
says.  So  far,  so  good:  Fiscal  1981  sales 
$34.9  million,  a  77%  rise  over  15 
while  earnings  were  up  85%  to  $6.4  r 
lion.  Martin  figures  he  can  even  fina 
growth  to  $  1 00  million  in  sales  interna 
But  he  doesn't  plan  to  indulge  in  any  h 
strokes  to  get  there.  Take,  for  exampl 
planned  finishing  mill  in  Singapore.  IV 
tin  has  been  worrying  about  that,  on  . 
off,  for  close  to  five  years,  without  go 
ahead.  "It  wasn't  borrowing  the  mo: 
that  made  me  shy  away  from  it,"  he  sa 
"I  just  wasn't  sure  we'd  have  a  sta 
source  of  product  to  work  on.  So 
didn't.  .  .  .  Maybe  some  people  wo 
consider  that  a  mistake.  I  think  it's  ju, 
sign  of  my  conservative  philosophy." 

Martin  isn't  so  conservative  about 
market  projections,  however.  "I  th 
we're  probably  going  to  be  looking  a 
rig  count  of  5,000  by  1985,"  he  says.  ' 
wells  get  deeper,  by  definition  they'll 
quire  premium  tubing.  Where  the  tj 
tubing  we  now  process  is  $3  per  fc 
we're  looking  at  alloys  in  the  future  t 
will  cost  $25  per  foot.  Somebody's  got 
finish  those,  because  generally  tbe  peoi 
that  roll  those  superalloys  do  not  fin 
them."  Martin  has  rarely  been  wrc 
about  such  things. 

Lately,  Martin  has  even  begun  thii 
mg  about  delegating  some  authority.  I 
not  an  easy  step  for  him.  Two  years  : 
he  hired  a  headhunter  who  produced  t 
executives  who  had  spent  their  care 
with  far  larger,  more  bureaucratic  orga 
zations.  To  put  it  mildly,  they  didn't  s 
the  tastes  of  L.C.  Martin.  They  no  Ion; 
work  at  Aztec. 

"I've  made  up  a  list  of  qualification 
think  we  need,"  he  says.  "Maybe  a  la 
yer.  Maybe  another  entrepreneur  wh 
sold  his  business."  But  no  one  whe 
shake  the  boat  too  much.  After  all,  Azi 
has  done  all  right,  hasn't  it?  Marti 
own  6%  of  the  company  is  worth  $' 
million  on  paper.  Isn't  that  enough? 

It  is  for  L.C.  Martin,  who  sports 
American  flag  in  his  lapel  and  a  big  d 
mond  ring  on  his  pinkie.  "I  never  rea 
wanted  to  be  rich,"  he  says.  "Wha' 
wanted  was  to  work  in  a  small-compa 
environment,  and  that's  what  I've  g< 
Sure,  I  drive  a  Cadillac  now.  So  does  r 
wife.  But  we  live  in  the  same  house  i 
did  12  years  ago.  And  how  many  time: 
week  can  you  go  out  to  dinner?" 

He  is  silent  for  a  moment.  "M 
know,"  he  says  finally,  "my  philosop. 
is  to  operate  close  to  the  vest.  My  phik 
ophy  is  that  every  day,  after  you  pay  yo 
overhead,  you  have  a  dollar  left  over."  I 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


'Independent  agents  like  me  choose 
CNA  because  we  want  to,  not  because  we 

have  to.  I  make  my  living  by  providing  the  best  possible 
products  and  services  for  my  clients.  So  when  I  choose  CNA, 
whether  it's  for  business,  auto,  homeowners,  or  life,  I  do  it  because 
I  feel  CNA  is  the  right  company  with  the  right  product,  the  right 
competitive  pricing,  and  service  for  my  clients.  The  American 
Agency  System  is  based  on  free  choice  and  I  believe  CNA  is 
behind  our  System  all  the  way. " 


Albert  H.  Kahn 


INSURANCE  FROM 

OVA 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago.  IL  60685 


Others  may  be  uncertain,  but  Baker  Interna- 
tional professes  no  doubt  whatever  about  the 
future  of  the  oilfield  services  business.  It's  bet- 
ting $2  billion  on  it  in  the  next  five  years. 

"We  really  rolled 
the  dice" 


By  Nick  Galluccio 


If  you  look  at  the  length  of  Soviet 
versus  U.S.  supply  lines,  and  the 
availability  of  bases  for  the  Soviets 
versus  the  hostility  toward  and  fear  of 
U.S.  bases  in  the  area,  you  must  conclude 
that  there  is  no  way  we  can  truly  defend 
the  Middle  East.  We  cannot  fight  the 
Soviet  Union  in  the  Middle  East." 

Is  the  speaker  Alexander  Haig?  No,  it's 
Chairman  E.H.  (Hubie)  Clark  of  $1.5  bil- 
lion (sales)  Baker  International  Corp. 
who  says  that  since  we  can't  depend  on 
the  Middle  East,  we  and  friendly  neigh- 
bors will  have  to  redouble  the  search  for 
our  own  oil.  He's  therefore  investing  $2 
billion  over  the  next  five  years  in  Baker's 
oilfield  services  business. 

Clark  delivered  that  chilling,  but  pene- 
trating, global  analysis  to  an  industry 
conference  in  Denver  last  year.  In  March 
he  announced  Baker's  five-year  capital 
program,  and  he  repeats  the  underlying 
analysis  today:  "We  have  mortgaged  our 
security  for  cheap  oil.  Now  we  have  to 
choose  between  lessening  that  depend- 
ence or  being  prepared  to  defend  it  with 
military  force."  He  has  no  doubt  which 
would  be  the  best  path. 

Clark  reckons  that  the  search  for  pe- 
troleum reserves  in  the  secure  coun- 
tries— the  U.S.,  U.K.,  Canada,  Mexico, 
Norway  and  the  like — will  not  merely 
continue  unabated  but  will  intensify. 
The  U.S.  in  particular  will  see  more  at- 
tempts to  work  over  old  wells  to  get  out 
more  of  the  oil  left  behind  in  initial  pro- 
duction. Well  spacings  will  be  narrowed 
and  new  wells  drilled  in  between  the 
old — a  process  called  in-field  drilling.  He 
points  out  that  in  Saudi  Arabia  it  takes 
61  oil  wells  to  produce  a  flow  of  1  million 
barrels  a  day,  an  estimated  6,000  wells 
for  the  same  result  in  the  U.S.S.R.  But  in 
the  U.S.,  he  says,  it  takes  58,630  wells* 
to  produce  1  million  barrels  a  day. 


*  Counting  a  huge  number  of  "stripper  "  wells  still  work- 
ing marginally  productive  fields  in  the  US 
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Baker  International's  Hubie  Clark 
Global  threat  means  great  opportunity. 

More  wells  mean  more  use  of  Baker's 
products — -drill  bits  and  tool  joints,  pump 
parts,  water-treatment  systems  and 
workover  equipment.  More  also  is  in 
prospect  for  such  other  oilfield  service 
leaders  as  Hughes  Tool,  Dresser  Indus- 
tries, Halliburton  Co.  and  Smith  Interna- 
tional, and  they  all  have  expansion  plans. 
But  none  declare  them  with  the  global 
perspective  of  Clark,  a  brilliant  54-year- 
old  graduate  in  mechanical  engineering 
from  the  California  Institute  of  Technol- 
ogy. Nor  do  many  have  his  daring. 

The  $2  billion  that  Clark  proposes  to 
invest  is  almost  3  times  Baker's  current 
shareholders'  equity,  roughly  double  its 
total  capital.  But  the  company  is  growing 
so  fast  that  fames  T.  Dresner,  chief  fi- 
nancial officer,  says  more  than  75%  of 
the  massive  investment  will  be  financed 
through  cash  flow.  Baker's  cash  flow  (net 
income  plus  depreciation)  in  the  fiscal 
year  that  ended  Sept.  30  was  a  shade  over 
$200  million.  This  year,  says  Dresher,  it 
should  rise  to  $320  million. 

If  Clark's  new  investments  work  out, 
Baker  stands  to  reach  $5  billion  in  rev- 
enues by  1986,  which  is  better  than  3 
times  the  $1.5  billion  it  took  in  in  fiscal 
1980.  Those  revenues  in  turn  were  nearly 
3  times  1976's  total  of  $553  million. 
Earnings  have  grown  30%  a  year  for  the 


last  five  years  to  $139  million,  $2.1 
share  last  year,  and  jumped  64%  to 
cents  a  share  in  this  fiscal  year's  fi 
quarter. 

But,  a  caution.  There  are  some  exe< 
tives  in  the  booming  oil  services  indi 
try  who  expect  a  slowdown  in  the  he; 
long  rush  after  oil  and  gas  that  is  going 
today.  Clark,  basing  his  policy  on  a  bel 
that  OPEC  will  continue  to  hike  pric 
and  that  crude  oil  could  cost  $90  a  bar 
by  1985,  disagrees. 

Clark  has  gambled  before.  In  191 
right  after  the  revolution  in  Iran  and  t 
cutoff  of  its  oil,  he  launched  a  $500  m 
lion,  three-year  capital  expansion  pj 
gram — almost  double  the  total  amount 
investment  in  the  company's  entire  <j 
year  history.  As  a  result,  Baker  increas 
its  share  of  the  $300  million  domes 
tool  joint  (drill-pipe  tube)  market  tri 
25%  to  35%.  It  also  strengthened 
leadership  in  the  downhole  well  comp 
tion  equipment  market,  which  consi: 
of  drilling  lubricants  and  packers  (n) 
chanical  plugs  that  control  pressure  in 
wells).  Baker  is  also  gaining  market  sha 
in  drill  bits,  where  the  leaders  are  Hugh 
Tool  and  Smith  International,  and  in  t 
drilling  fluids  markets  dominated 
Dresser  and  National  Lead. 

Clark  points  out  that  two-thirds  of  B 
ker's  plant  and  equipment  is  less  th 
two  years  old.  "We  really  rolled  t| 
dice,"  says  Clark,  who  joined  Oranj 
Calif.-based  Baker  in  1947  and  has  led 
since  1965. 

The  company,  founded  in  1913  by 
wildcatter  Reuben  C.  Baker,  was  mair 
a  maker  of  equipment  used  to  control 
and  gas  production,  doing  $46  million 
revenues  when  Clark  became  chief  a 
ecutive.  He  moved  it  quickly  into  t 
drilling  business  by  acquiring  some 
companies,  the  biggest  being  Reed  Tc 
Co.,  a  maker  of  drill  bits.  Today  drill  bii 
fluids  and  related  equipment  account 
half  of  Baker's  sales  and  profits.  Oil  a 
gas  production  and  completion  equ 
ment  account  for  another  40%.  The 
maining  10%  comes  from  mining  a 
industrial  equipment. 

Clark  has  made  a  lot  of  small  acquii 
tions  over  the  last  eight  years  in  mini 
equipment.  About  $200  million  of  his 
billion  capital  splurge  in  the  next  fi 
years  will  go  toward  Baker's  coal,  copp 
and  iron  ore  mining  equipment.  And 
plans  further  and  larger  investments 
those  businesses  later  in  the  1980s  whi 
he  reckons  the  oil  services  boom  w 
level  off.  It's  simply  a  matter  of  tirn 
Clark  believes,  before  minerals  becor 
scarcer  and  more  costly.  "Higher  mine 
prices  will  create  a  boom  in  mininj 
says  Clark. 

In  other  words,  in  a  continually  thre. 
ening  world,  Hubie  Clark  figures  that  1 
investments  in  natural  resource  recove 
can't  miss.  The  world  being  what  it 
he's  been  right  so  far.  ■ 
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The  Money  Men 


Mike  Upper  manages  $130  million  using  a 
straightforward,  conservative  strategy — quite  a 
contrast  to  the  go-go  style  of his  brother  Arthur. 


The  straight 
and  narrow 


A  Michael  Lipper  of  Lipper  Analytical  Distributors 
"Those  who  seek  us  out  are  no  longer  virgins." 


By  Thomas  O'Donnell 


REMEMBER  ARTHUR  LlPPER  DJ?  A 
former  oriental  art  dealer,  he 
founded  his  brokerage  firm  in  1 967 
and  made  big  money  by  selling  mutual 
fund  performance  data.  His  largest  client 
was  Fund  of  Funds,  managed  by  Bernie 
Comfeld's  Investors  Overseas  Services. 
Lipper  once  facetiously  proposed  moving 
the  New  York  Stock  Exchange  to  an  air- 
craft carrier  outside  the  3-mile  limit  to 
avoid  New  York  taxes.  In  1971,  however, 
Lipper  sailed  into  his  own  legal  problems: 
The  SEC  charged  him  with  re  turning  com- 
missions to  an  IOS  subsidiary.  He  soon  got 
out  of  the  business  and  now  manages  Ins 
own  money. 

Michael  Lipper  is  Arthur's  younger 
brother,  who  bought  the  Lipper  data 
bank  in  1973  and  set  up  Lipper  Analyt- 
ical Services.  He  later  set  up  Lipper  Ana- 
lytical Distributors,  a  brokerage  firm,  to 
sell  the  data. 

"Mike's  about  as  straight  an  arrow  as 
you  can  find,"  says  a  close  associate. 
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After  some  lean  startup  years,  Lipper 's 
business  has  grown  dramatically.  Today, 
besides  selling  statistical  services,  he 
manages  $130  million  and  invests  in  an 
unusual  way:  He  shuttles  assets  among 
30  mutual  funds  that  he  tracks. 

"No  one  can  always  pick  winning  indi- 
vidual stocks,"  says  the  46-year-old  ex- 
Marine  officer,  whose  austere  office  is 
next  to  the  American  Stock  Exchange. 
"Why  should  I  beat  my  brains  out  com- 
peting with  guys  who  spend  their  lives 
investing  when  I  can  work  with  them?" 

Why  indeed?  Lipper's  if-you-can't- 
beat-'em-join-'em  philosophy  is  paying 
off.  His  largest  fund,  $60  million  in  as- 
sets, posted  an  impressive  33%  gain  (ex- 
cluding dividends)  last  year,  against  25% 
tor  the  Standard  &  Poor's  500. 

Lipper  has  always  been  a  straight  ar- 
row. As  a  teenager,  he  asked  his  parents 
to  transfer  him  from  a  progressive  New 
York  City  prep  school  to  Virginia's  tough 
Staunton  Military  Academy.  He  then 
won  an  ROTC  scholarship  to  Columbia, 
where  he  majored  in  both  finance  and 


Middle  Eastern  history.  "Studying 
Byzantine  empire  is  the  best  possi 
preparation  for  working  on  Wall  Streq 
says  Lipper,  not  in  jest.  "Down  here  v 
few  things  are  the  way  they  seem,  f 
people  know  the  real  players,  the  l 
rules  or  the  real  score." 

Last  year  Lipper's  two  businesses  t( 
in  more  than  $1  million — without 
hype  and  hustle  that  characterize  mi 
of  Wall  Street.  "We're  lousy  markctei 
he  concedes.  "We  don't  have  so  much 
a  brochure."  Lipper  solicits  no  mot 
management  business:  "Those  who  s< 
us  out  are  no  longer  virgins.  They 
been  raped  by  self-proclaimed  sto 
picking  geniuses." 

The  first  big  chunk  of  money  ca: 
two  years  ago  from  PPG  Corp.  Tot 
Lipper's  clients  include  pension  and  pt 
it-sharing  plans  and  foundations.  "1 
only  thing  we  promise  is  that  we're 
mg  to  be  wrong  some  of  the  time," 
says.  "Then  we  structure  their  portfol 
so  they  can  survive  such  mistakes." 

That  strategy  served  Lipper's  cliei 
well  during  the  first  quarter.  Such  fur 
as  Rowe  Price  New  Era,  Petroleum 
Resources  and  the  Energy  Fund — all 
which  had  benefited  from  investor  int 
est  in  oil  stocks — "got  creamed."  Ev 
so,  the  losses  were  offset  by  the  perf 
mance  of  such  funds  as  Windsor 
Gemini,  which  hold  cyclical  stocks  a 
thus  do  well  in  mature  bull  markets 

At  the  moment,  Lipper  is  concern 
about  the  possibility  of  deflatic 
"Historically,  we're  due  for  it.  Goi 
back  to  biblical  times,  every  period 
high  inflation  has  been  followed  by  def 
tion,"  he  points  out.  "The  decline 
short-term  rates  and  the  softening  of  e 
ergy  prices  may  be  the  start." 

Clearly,  Mike  Lipper  is  a  man  wl 
thinks  of  the  big  picture.  He's  also  a  m 
whose  life  revolves  around  the  brokera 
business.  Beyond  his  family,  he  has 
hobbies  or  outside  interests.  He  is  in  1 
office  by  8  a.m.,  following  an  hour's  coi 
mute  from  his  New  Jersey  home.  I 
rarely  leaves  before  6  p.m.,  taking  t\ 
hours  of  paperwork  with  him. 

Lipper  must  work  this  hard  to  keep 
with  the  quickly  changing  world  of  W 
Street.  If  he  is  right  about  deflation, 
example,  this  much  is  certain:  Inve 
ment  strategies  that  have  worked  well 
recent  years  will  be  outdated.  "Bon 
may  soon  be  attractive,"  he  says.  "\ 
may  now  be  on  the  verge  of  the  first  b 
market  in  bonds  in  over  a  generation.' 

But  until  that  day  dawns,  mutual  fun 
will  remain  one  of  the  best  vehicles  i 
the  average  investor.  "The  typical  b 
kerage  house  account  has  few  issues  ai 
is  poorly  diversified,"  Lipper  explair 
"It's  too  volatile,  and  over  time  a  go 
fund  will  almost  always  do  better."  ■ 
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Gould  adds 
servos  to  its 
factory  automation 

capability 


The  acquisition  of  Gettys 
Manufacturing  Company 
Inc.,  makers  of  precision 
industrial  motion  control 
products,  adds  another 
vital  element  to  Gould's 
factory  automation 
capability. 

Gould's  minicomputers 
and  programmable  con- 
trollers provide  the  brains 
needed  to  automate  the  factory. 
Our  communications  systems  are 
the  arteries  that  tie  together  thousands 
of  measurement,  control,  data  pro- 
cessing and  production  devices  into 
an  integrated  network.  Now,  the 
acquisition  of  Gettys  gives  us  the 
"muscle,"  too. 

Gettys  DC  controllers  and  servo 
motors  swiftly,  accurately  and  reliably 
drive  machine  tools  and  transfer 
machines  worldwide.  Gettys  also 
manufactures  electronic  tracing 
systems  which  automatically  direct 
milling  machines,  grinders,  or  lathes 


to  make  exact  replicas  of 
a  model  part. 
The  Gould  electronic 
"building  block"  strategy. 

We  make  the  electronic 
products  needed  to  har- 
ness the  power  of  tech- 
nology. Gettys'  products, 
combined  with  Gould's 
minicomputers,  pro- 
grammable controllers, 
communication  systems,  and  trans- 
ducers form  factory  automation  systems 
that  help  industry  worldwide  to  increase 
quality  and  productivity. 

In  addition  to  factory  automation,  we 
are  focusing  our  electronic  technology 
on  four  other  areas:  test  and  measure- 
ment equipment,  medical  instrumenta- 
tion, undersea  defense  and  advanced 
components  and  materials. 

For  more  information  on  Gould's 
electronic  "building  block"  strategy, 
please  write  Gould  Inc.,  Investor 
Relations,  Department  B-4, 10  Gould 
Center,  Rolling  Meadows,  IL  60008. 


->  GOULD 

An  Electrical  I  Electronics  Company 


Reserve  recognition  accounting  seems  to  have 
fallen  victim  to  fears  of  current  value  ac- 
counting. But  the  FASB's  alternatives  dont 
mean  much  in  natural  resource  industries. 


Retreat  on  RRA 


Numbers  Game 


In  late  February  the  Securities  & 
Exchange  Commission  scuttled  its 
plan  to  push  for  reserve  recognition 
accounting  (RRA)  as  the  primary  ac- 
counting method  for  oil  and  gas  produc- 
ers. It  was  not  one  of  the  SEC's  prouder 
moments.  RRA(see  Numbers  Game, Sept. 
29,  1980)  would  have  represented  a  major 
change:  It  would  have  redefined  revenue 
as  the  difference  between  the  value  of  a 
company's  reserves  at  the  beginning  of 
a  year  and  their  value  at  year-end 
Reported  profits  would  have  soared, 
compared  with  those  calculated  on 
the  usual  historical-cost  basis. 

Gulf,  for  example,  in  1979  report- 
ed RRA  earnings  from  oil  and  gas 
production  of  $12.7  billion,  com- 
pared with  $2.4  billion  on  primary 
financial  statements.  Though  Gulf's 
tax  bill  wouldn't  have  increased,  RRA 
figures  would  have  been  far  more  vola- 
tile than  traditional  earnings. 

RRA,  though,  would  have  been  of 
major  benefit  to  investors.  It  forces 
disclosure  of  a  great  deal  of  supple-  ' 
mental  information  on  how  much 
oil  and  gas  a  company  thinks  it 
has  and  what  prices  it  could  get — 
the  kind  of  information  needed  to 
make  a  good  estimate  of  the  mar- 
ket value  of  its  assets. 

For  the  time  being,  the  SEC  will  still 
require  the  disclosure  of  that  informa- 
tion. You  will  find  it  in  your  new  1980 
annual  reports,  but  perhaps  not  for  much 
longer.  The  SEC  is  turning  the  question 
of  oil  company  reporting  back  to  the 
private-sector  Financial  Accounting 
Standards  Board,  whose  inaction  on  that 
point  was  the  reason  the  SEC  first  took 
the  proiect  over  in  1979.  There's  little 
doubt  that  the  question  of  estimating 
quantities  of  oil  in  the  ground  is  a  signifi- 
cant one.  Still,  it  seems  odd  the  SEC 
should  decide  that  an  estimate  of  zero — 
or  no  estimate  at  all— is  more  accurate 


than  any  scientifically  ascertained  figure, 
no  matter  how  shaky.  But  that's  the  log- 
ic that  seems  to  have  persuaded  the  SEC 
and  so,  with  the  primary  statements 
guaranteed  sacrosanct,  that  leaves  sup- 
plemental disclosure  up  to  the  FASB. 
Recent  developments  at  the  FASB,  how- 
ever, suggest  that  at  least  in  the  field  of 
natural  resources,  the  Board  still  can't 
see  the  forest  for  the  trees. 

Late  last  year,  for  example,  the  FASB 
tried  to  find  ways  to  adapt  its  inflation- 


accounting  system  to  natural-resource 
companies.  The  problems  it  had  to  deal 
with  weren't  hard  to  spot.  Take  forest 
products,  for  example.  Boise  Cascade 
Corp.  values  its  timber  and  timberland 
on  the  books  at  around  $289  million. 
Under  current  FASB  guidelines,  Boise  ad- 
justs that  for  inflation  to  $487  million, 
and  then  reports  a  current  cost  of  just 
over  $753  million.  Both  numbers  are 
wildly  understated,  according  to  Morgan 
Stanley  analyst  Thomas  Clephane,  who 
estimates  the  market  value  of  that  tim- 
ber to  be  over  $1.7  billion — more  than 
twice  the  higher  of  the  two  inflation 


measures.  Why  such  a  huge  different, 
Simply  put,  the  replacement  cost  of  na 
ral  resources — what  it  would  cost 
grow  the  trees  again,  or  to  find  the 
and  gas — is  only  slightly  related  to  th 
current  worth,  which  is  much  higher. 

Philip  Peller,  an  Arthur  Andes 
partner,  was  on  the  FASB's  Forest  Pnj 
ucts  Task  Group,  which  recommend! 
system  based  on  market  value  of  i 
timber.  "Our  feeling  was  that  aski 
how  much  it  would  cost  to  plant  yc 
trees  again  and  bring  them  to  the  c 
rent  state  of  maturity  was  not  partit 
larly  meaningful,"  he  says.  "It  might 
theoretically  supportable,  but  it's  clea 
too  low."  In  other  words,  a  system  til 
works  fine  for  factories  may  not  me 
much  for  a  lot  of  other  businesses.  T 
Board  also  encountered  protests  from 
real  estate  advisory  team,  an  indu^ 
where  replacement  cost  figures  are  jj 
as  irrelevant,  and  where  some  com| 
nies  have  been  disclosing  market-val 
data  voluntarily  for  years. 

It  wasn't  that  marking  up  assets 
sharply  on  the  balance  sheet  would 
quire  a  devastating  increase  in  charges 
the  profit  and  loss  statements.  The  pi 
centage  of  a  forest  products  compan 
assets  that  are  sold  in  any  year  is  very  hi 
The  problem  is  that  the  FASB  still  is 
ready  to  embrace  current  value  accoui 
ing,  even  in  an  appendix  to  an  ann« 
report.  In  three  statements  issued  h 
last  year,  the  Board  announced  thai 
would  stick  with  its  two  current  ; 
proaches,  pending  further  study. 

However,  there  is  some  hope.  T 
votes  on  all  three  statements  inch 
ed  dissent  from  Board  members 
jecting  to  the  Board's  hesitancy 
move  toward  current  value  inforn 
tion.  In  addition,  the  SEC,  althou 
sitting  on  the  sidelines,  has  pledged) 
monitor  the  FASB  with  regard 
market-value  disclosure  for  oil  a 
gas  producers. 

What  might  eventually  result 
something  like  what  investors  j 
from  mineral  companies:  estim 
ed  prices  and  quantities  brok 
down  separately,  leaving  the  inv 
tor  to  draw  his  own  conclusioi 
While  that  has  all  the  drawbacks 
most  do-it-yourself  projects, 
would  be  at  least  a  step  in  the  rijj 
direction. — Thomas  Baker 


Farewell  to  the  record  scai 

Attaching  value  to  the  valueless  a 
depreciating  it  so  you  can  deduct  it  is  t 
oldest  trick  in  the  taxpayer's  book,  an*, 
makes  the  IRS  see  red.  Especially  wh 
they  don't  know  the  deduction  exists. 

Last  month  the  IRS  issued  a  reven 
ruling  warning  the  self-employed  to  st 
hiding  tax  shelters  between  the  lines 
their  returns.  The  IRS  is  convinced  tl 
businessmen  are  using  "investments" 
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35,000  ft.AVhen  you  said  lets,  get :f§^:fer 
the  weekend,  she  never  expected  Rome 
Now  its  two  First  Class  seats  and  two 
tumblers  of  Grand  Marnier  on  the  rocks; 


Piedmont  Aviation  founder  Tom  Davis  with  his  vintage  Piper  E-2 
Still/lying  after  all  these  years. 

Piedmont  is  on  the  runway  for  fast  growth. 
Will  it  soar  like  Delta — or  sputter  like  Braniff? 


Fly  me, 
I'm  little 


By  Jean  A.  Briggs 

Tom  Davis,  president,  treasurer  and 
founder  of  Piedmont  Aviation, 
gets  right  to  the  point  when  he 
talks  about  deregulation.  "We  opposed 
it,"  he  says.  "We  thought  bigger  airlines 
would  pick  off  our  best  routes."  Still  Da- 
vis, lean  and  taut  at  63,  did  more  than 
just  complain.  "We  saw  it  was  going  to 
happen,  so  we  decided  to  get  ready." 

The  small,  North  Carolina-based  carri- 
er prepared  with  a  vengeance.  In  re- 
sponse to  a  government  policy  he  didn't 


like,  Davis  quickly  implemented  a  strat- 
egy that  has  brought  Piedmont  its  great- 
est growth  ever.  Since  1978,  when  airline 
deregulation  became  law,  his  company's 
revenues  have  grown  by  over  80%, 
reaching  $484  million  last  year.  Earn- 
ings, meanwhile,  have  nearly  tripled,  to 
$16  million.  In  the  old  days,  Piedmont 
was  growing  at  a  more  modest  13%  per 
year.  Its  new  zip  hasn't  gone  unnoticed 
on  Wall  Street:  Piedmont  shares  were  up 
by  90%  in  the  first  quarter  of  1981 — one 
of  the  best  performances  on  the  NYSE. 
Nearly  all  airline  stocks  have  done  well 


recently,  but  Piedmont's  profit  per 
mance  is  in  sharp  contrast  to  the  resi 
of  other  carriers.  Earnings  at  Ameri 
and  Eastern,  for  example,  began  to  n<| 
dive  in  1979.  Each  of  those  compar 
was  in  the  red  last  year,  and  the  two  1 
a  total  of  $167  million.  Regionals  1 
Ozark  have  fared  better,  but  even 
earnings  were  off  in  1980.  Only  Tes 
based  Southwest  outpaced  Piedmo: 
revenue  gains  and  was  neck  and  n 
with  it  in  terms  of  traffic  growth — 
Davis'  earnings  gains  stand  alone. 

Rapid  growth,  of  course,  doesn't  ass 
success.  Piedmont's  problem  is  financ 
the  new  planes  it  needs  to  service 
routes.  The  company  has  been  to  the 
nancial  markets  twice  since  deregi 
tion — in  1979  to  sell  convertible  deb 
tures  and  again  last  December  to  sell  c 
vertible  preferreds.  Given  the  ei 
additional  Boeing  737s  Davis  has  just 
dered,  more  financing  could  be  in  stor 
though  Piedmont  may  be  able  to  rely 
banks  instead  of  the  financial  markets 

Piedmont  is  unusual  in  its  indue 
because  it  started  as  a  general  aviat 
company  and  diversified  into  the  airl 
business.  Davis  recalls  coming  home 
Winston-Salem  from  college  and  takir 
summer  job  to  set  up  Piper  and  Stin: 
aircraft  distributorships  in  North  Cap 
na.  His  employer  was  called  Camel  C 
Flying  Service,  but  less  than  a  year  la 
it  reorganized  and  became  Piedrrn 
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6,500  insurance  brokers 
know  Guardsman  Life  as  the  source 
for  impaired  risk  insurance. 


Four  of  them  might  know 
the  company  behind  it  . .  .NLT. 


NLT  Corporation.  We're  insurance,  broadcasting, 
entertainment,  real  estate  development,  data  processing, 
lodging,  and  more. 

Guardsman  Life  Insurance  Company  is  part  of  the  family. 
Headquartered  in  Des  Moines,  Guardsman  enjoys  a 
national  reputation  for  innovative  leadership  in  providing 
insurance  programs  for  people  with  special  needs... like 
those  who  have  had  by-pass  operations.  Guardsman's 
business  is  that  of  finding  ways  to  do  what  others  won't. 
And  doing  it  well. 

Guardsman  Life  is  an  important  part  of  NLT.  A  corpora- 
tion made  up  of  interesting  people  doing  interesting  things. 
And  always  doing  them  a  little  better  than  they're 
expected  to. 

You  never  heard  of  NLT?  Well . . .  keep  listening. 


NIT 


.More  than  you'd  expect! 


Eneigy&Communications: 
the  single-system  solution. 

The  Bell  System  offers  you  a  single  solution  to  two  critical 
problems:  how  to  reduce  energy  consumption  and  how  to  improve 
communications  capabilities. 

Energy  Communications  with  Dimension"  PBX  is  an  innovative 
service  that  makes  use  of  any  building's  telephone  lines,  so  you  also  save 
considerably  on  the  cost  of  installation.  It  is  easy  to  operate  and  doesn't 
require  a  special  technical  staff. 

At  Chicago's  650-room  McCormick  Inn,  the  system  paid  for 
itself  in  eight  months.  In  a  single  month,  it  saved  $9,000  in  electricity 
costs  alone. 

The  system  also  provides  businesses  with  new  communications 
flexibility,  improving  overall  productivity  by  providing  greater  control  over 
internal  and  external  communications. 

Your  Bell  Account  Executive,  an  industry  specialist,  is  ready  now 
to  discuss  the  application  that  meets  your  unique  needs. 

Put  our  knowledge  to  work  for  your  business. 

The  knowledge  business 


Aviation.  The  primary  business  was  still 
selling  planes,  but  Piedmont  also  offered 
ters  and  an  aviation  school.  "During 
World  War  II  we  ran  a  flight  training 
service  for  the  military,"  says  Davis. 

After  the  war  we  were  one  of  the  first  to 
get  a  local  service  certificate  from  the 
Civil  Aeronautics  Board." 

Until  recently,  Piedmont  has  been 
steadfastly  conservative.  "We  depreciate 
our  aircraft  over  12  years,"  Davis  brags, 
"not  the  14,  15  or  16  years  that  is  com- 
mon in  the  industry.  We  also  purchase 
most  of  our  planes  instead  of  leasing 
them.  That  means  we  don't  have  to  ne- 
gotiate new  leases  at  today's  prices."  Da- 
vis is  also  a  low-cost  operator.  Good  rela- 
tions with  unions  allow  Piedmont  to  use 
two  pilots  where  some  of  its  competitors 
must  have  three;  the  airline  also  saves 
money  by  flying  relatively  fuel  efficient 
Boeing  737s. 

Piedmont's  initial  routes  were  from 
North  Carolina  cities  like  Wilmington 
and  Winston-Salem  over  the  Appala- 
chian Mountains  to  Ohio  and  the  Mid- 
west. Growth  was  slow  and  methodical, 
with  a  gradual  addition  of  service  mainly 
in  the  Southeast. 

Deregulation  changed  all  that.  Pied- 
mont began  juggling  routes  following 
what  Davis  calls  a  "bypass"  strategy.  He 
aims  to  get  more  business  out  of  his 
traditional  service  area  in  the  Southeast 
rather  than  jumping  into  crowded  trans- 
continental markets,  as  Eastern  did,  or 
expanding  far  afield  like  Braniff.  Davis' 
goal  is  to  provide  direct  jet  flights  be- 
tween middle-size  Southern  communi- 
ties and  cities  as  well  as  other  metropoli- 
tan centers  such  as  Denver,  Houston  and 
Boston. 

In  the  past,  Piedmont's  chief  executive 
explains,  flying  from  Raleigh-Durham, 
N.C.  to  Tampa,  Fla.  meant  changing 
planes  in  Atlanta — a  notoriously  crowd- 
ed airport.  Now  Piedmont  has  a  nonstop 
flight.  Similarly,  going  from  Raleigh-Dur- 
ham to  Dallas  required  an  Atlanta  con- 
nection. Piedmont  offers  direct  service 
or  a  change  of  planes  in  Charlotte,  N.C, 
which  Davis  has  made  Piedmont's  hub, 
much  the  way  Delta  uses  Atlanta. 

So  far,  Piedmont's  deregulation  recipe 
is  a  success.  "We're  not  trying  to  split  up 
the  existing  pie,"  says  Davis.  "We're 
cooking  a  whole  new  one."  If  the  econo- 
my cooperates,  Piedmont  may  be  able  to 
keep  all  its  new  planes  full  long  enough  to 
pay  for  them.  But  risks  abound:  If  Davis' 
culinary  skills  are  too  good,  his  profits 
will  encourage  cut-rate  competitors  like 
the  fledgling  People  Express,  which  has 
already  announced  plans  to  fly  between 
Newark,  N.).  and  Norfolk,  Va.,  to  take 
him  on.  Alternatively,  Piedmont's  heavy 
debt  burden  leaves  the  carrier  exposed  if 
recent  growth  can't  be  sustained. 

Tom  Davis  may  not  have  wanted  de- 
regulation, but  he  has  managed  to  live 
with  it — dangerously.  ■ 


By  William  Baldwin 


Employees  do  well  when  a  company  doe 
well.  Out  of  that  simple  truth  old-time  steel 
maker  John  McConnell  has  made  a  fortune 


Spreading  the 
wealth 


ington  Steel,  custom  processor  of  stq 
coils  and  owner  of  one  $53,000  slitti 
machine. 

That  slitter  is  still  in  use  in  one 
Worthington  Steel's  six  plants,  a  spi 
244,000-square-foot  building  with 
view  of  McConnell's  office.  Worthingt 
Industries  has  branched  out  into  an 
sortment  of  products,  from  propane  c 
inders  for  hot-air  ballooning  to  plas 
pipe  fitting,  but  steel  processing  still 
counts  for  more  than  half  of  sales.  1 
auto  industry  remains  a  dominant  ci 
tomer  of  the  steel  division,  with  Gene 
Motors  alone  accounting  for  20%  of 
sales.  It's  remarkable  that  Worthingt 
has  never  had  a  loss  year  and  has  h 
only  one,  1961,  when  profits  were  dow 

McConnell,  57,  is  sitting  on  $47  m 
lion  worth  of  Worthington  stock,  but 
sounds  like  any  small-town  busine 
man.  He's  a  Freemason,  a  hospital  tru 
ee,  a  political  conservative  and  a  golf 
He  never  buys  foreign  steel  because 
considers  it  unpatriotic  and  he  has  p 
bonuses  to  employees  for  buying  Ame 
can-made  cars.  His  number-two  m; 
President  Donal  Malenick,  42,  joined  t 
company  out  of  high  school  as  a  labo: 
23  years  ago.  There's  no  financial  w 
ardry  or  technological  innovation  to  « 
plain  Worthington's  results.  In  this  mu 
dane  business  the  only  razzle-dazzle  is 
the  bottom  line.  Earnings  for  fiscal  191 
ending  May  31,  were  $17.6  million, 
from  $500,000  ten  years  ago. 

If  there  is  any  innovation  in  McCfl 
nell  it  is  in  his  attitude  toward  lab 
relations.  His  employees  are,  in  a  w; 
partners.  This  month  third-quarter  pr| 
it-sharing  checks  went  out  to  696  rar 
and-file  workers  in  the  steel  and  cylinc 
operation.  They  averaged  $3,175  ea! 
The  $2.2  million  pool  represents  almc 
17%  of  operating  earnings.  That's  in  : 
dition  to  the  executive  bonus  pool  ma 
up  of  9%  of  earnings.  Executive  bonu: 
run  from  150%  to  200%  of  base  pay. 

After  a  six-month  probationary  peri 


Steel  and  autos  are  two  indus- 
tries where  you  don't  expect  to 
find  bustling  entrepreneurs  mak- 
ing a  lot  of  money.  That  makes  the  suc- 
cess that  John  H.  McConnell  has  had 
with  his  Columbus,  Ohio-based  Worth- 
ington Industries  all  the  more  striking. 
Worthington's  core  business  is  selling 
steel  to  auto  companies.  McConnell 
founded  the  firm  26  years  ago  in  his 
basement,  and  it  should  do  something 
like  $400  million  in  sales  this  year.  For 
the  past  decade  earnings  per  share  have 
been  compounding  at  a  36%  annual  rate, 
and  return  on  equity  has  averaged  29%. 
The  stock  is  up  3,200%  since  the  first 
public  offering  in  1968. 

McConnell  is  a  portly,  cigar-smoking 
capitalist  who  looks  like  a  tycoon  from  a 
Herblock  cartoon.  Ask  him  his  secret 
and  he  will  offer  a  homily  about  the 
Golden  Rule,  how  important  it  is  to  treat 
workers  and  customers  as  you  would 
want  to  be  treated.  It  sounds  utterly 
corny,  but  it  turns  out  there's  a  lot  of 
sense  to  it.  He  does  treat  his  workers 
well — with  quarterly  profit-sharing 
checks  that  easily  double  a  production 
worker's  wages  and  have  a  remarkable 
effect  on  productivity  He  treats  his  cus- 
tomers to  reliable,  fast  deliveries  of  close 
tolerance  steel — and  they  pay  a  premium 
price  for  the  service. 

McConnell's  is  an  all-American  suc- 
cess story.  Out  of  high  school  in  Ches- 
ter, W.  Va.,  he  went  to  work  in  the  local 
National  Steel  Co.  blooming  mill  where 
his  father  worked.  After  that  there  was 
a  stint  in  the  Navy  and  a  GI  Bill  educa- 
tion at  Michigan  State,  where  he  played 
football  and  worked  the  night  shift  on 
an  Oldsmobile  assembly  line  in  Lansing. 
He  put  in  several  years  as  a  salesman  for 
some  big  steel  companies  until  1955, 
when  he  scraped  together  $1,800  to 
open  a  steel  brokerage  business.  Later 
that  year  the  business  became  Worth- 
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Want  to  see  America's  trucks 
stop  burning  so  much  fuel? 


today.  And  there's  more  to  come.  In  eight  major  markets,  Borg -Warner  is  a  company  to  watch. 

Watch 

Borg-Warner 

For  an  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60004 


every  nonunion  worker  is  eligible  for 
profit-sharing.  McConnell  has  no  unions 
at  any  of  his  homegrown  plants,  al- 
though there  are  some  at  a  foundry  and 
at  a  pipe-fitting  operation  he  acquired. 
He's  hoping  they'll  go  away.  Here's  his 
strategy:  He  puts  the  factory's  nonunion 
employees,  such  as  the  front-office 
clerks,  on  profit-sharing  and  waits  for 
word  to  get  out  about  how  big  the  checks 
are.  At  three  acquired  plants — steel-pro- 
cessing centers  in  Chicago  and  Balti- 
more and  a  pipe-fitting  plant  in  Puerto 
Rico — workers  threw  out  unions  so  they 
could  join  profit-sharing. 

It's  not  hard  to  see  why.  Including  his 
base  salary  of  about  $13,500,  a  slitting- 
machine  operator  at  the  Columbus  steel 
plant  could  easily  clear  $27,000  this  year 
if  Worthington  doesn't  slip  up.  The  man 
(there  are  no  women  at  this  plant)  has  no 
guarantee  of  any  profits,  but  he  has  a 
good  chance  of  hanging  on  to  his  job  even 
in  a  recession.  "We  never  lay  anybody  off 
once  they've  passed  the  six  months," 
McConnell  boasts.  A  union  would  be  hard 
pressed  to  make  more.  And,  says  Peter 
Ingersoll,  an  E.F.  Hutton  analyst,  "it 
doesn't  do  you  much  good  to  make 
$25,000  if  they  close  the  mill  on  you." 

Along  with  quarterly  payouts  the 
workers  get  chalkboard  lectures  about 
the  meaning  of  profit  and  loss,  the  cost  of 
absenteeism,  the  cost  of  scrap  and  the 
importance  of  productivity.  McConnell 
counts  on  peer  pressure  to  keep  factory 
hands  busy.  "We  tell  them  we  don't  want 
to  hire  extra  people  because  that's  takmg 
money  out  of  their  pockets,"  he  says. 

Inculcating  the  capitalist  ethic  pays 


off:  Absentee  rates  at  Worthington 's 
profit-sharing  operations  are  2%,  com- 
pared with  5%  at  its  union  shops; 
Worthington  claims  its  reject  rate  is  1%, 
compared  with  3%  to  4%  for  the  indus- 
try. Tons  moved  per  man-hour  is  about  a 
third  higher  than  that  for  the  average 
steel-service  center  specializing  in  flat- 
rolled  steel.  This  in  spite  of  the  fact  that 
Worthington  is  usually  doing  more  to  the 
steel — annealing,  cold  rolling,  pickling— 
than  its  competition. 

Last  week  I  got  my  profit-sharing 
check  of  $1,900.  That  was  the 
take-home,"  says  one  22-year-old, 
an  assistant  on  a  slitting  machine  by 
night  and  a  student  at  Ohio  State  by  day. 
He  says  the  operator  he  works  under 
keeps  him  running,  with  only  15  min- 
utes for  breaks  in  an  eight-hour  shift.  He 
shows  off  a  gash  in  his  leg,  where  he  had 
14  stitches  after  tripping  over  a  coil  of 
steel.  He's  not  dismayed  by  the  hard 
work.  He's  studying  metallurgy  and 
wants  to  work  in  Worthington's  techni- 
cal department. 

Productivity  It's  an  overused,  little  un- 
derstood term.  Many  businessmen  agree 
that  low  productivity  is  a  problem  in  the 
U.S.,  not  because  workers  are  lazy,  but 
because  of  featherbedding  concessions 
granted  to  trade  unions.  Worthington 
proves  the  point.  The  absence  of  such 
rules  at  Worthington  makes  for  extreme- 
ly high  productivity. 

For,  make  no  mistake  about  it,  John 
McConnell  isn't  giving  anything  away. 
During  bad  quarters,  employment  costs 
shrink  automatically  without  any  lay- 
offs. In  good  quarters,  when  Worthington 


demands  six-  and  seven-day  weeks,  til 
base  pay  on  which  overtime  must  q 
paid  is  comparatively  small.  In  the  nod 
union  plant,  foremen  can  reassign  wori 
ers  arbitrarily  when  a  machine  is  broke 
or  an  operator  absent.  During  some  slad 
months  last  year  Worthington  had  sted 
workers  pouring  concrete  for  a  new  S 
million  cold-rolling  mill.  Others  were  a| 
signed  to  Worthington  Cylinders,  a  faJ 
tory  next  door  that  makes  steel  and  alJ 
minum  pressure  cylinders.  At  Worthing 
ton,  two  men  run  a  slitter;  at  unionize] 
competitors,  there  are  three  or  more  d 
the  larger  machines.  Perhaps  the  greatd 
effect  of  Worthington's  unusual  compefl 
sation  is  the  one  that  is  hardest  to  quan 
tify:  the  stake  that  profit-sharing  give 
workers  in  their  employer's  success. 

It  took  McConnell  a  while  to  come  u 
with  this  system.  In  the  first,  shaky  yd 
of  business,  he  remembers,  profit-shai 
ing  meant  Christmas  hams  to  his  hall 
dozen  employees  and  tonnage  bonuse 
that  came  to  all  of  $50.  "As  we  startq 
selling  more  and  more  precision  steel, 
became  obvious  that  the  tonnage  bond 
could  be  self-defeating,"  McConnell  say 
So  he  abolished  it  in  1966,  substituting]] 
profit-sharing  plan  that  was  calculated  t 
yield  the  same  dollar  amounts. 

The  question  now  is  whether  McCon 
nell  can  maintain  his  growth  momel 
turn  as  he  strays  from  the  steel  busine? 
he  knows  best.  In  a  little  over  a  decad 
McConnell  has  laid  out  $71  millioi 
mostly  cash,  for  a  string  of  acquisition 
that  have  left  Worthington  with  a  riskjj 
77%  debt-to-equity  ratio.  The  first  bi 
deal,  the  1971  purchase  at  $1.9  million  <jj 
the  money-losing  cylinder  line  of  one  & 
Worthington  Steel's  customers,  was 
bonanza.  It  earned  $5.6  million  pretax  cl 
$30.6  million  in  sales  last  year.  The  moii 
recent,  last  year's  takeover  of  Buckex 
International,  nearly  tripled  Worthinj 
ton's  work  force  when  Buckeye's  pnnc; 
pal  business,  railcar  castings,  was  aboi 
to  take  a  dive.  The  subsequent  lay  of) 
don't  bode  well  for  speedy  assimilatio 
of  Buckeye's  unionized  workers. 

McConnell  makes  no  pretense  of  foi 
tering  work-place  democracy.  He  doe 
have  employee  councils  that  have  a  vet 
power,  rarely  exercised,  over  promotio 
of  a  probationary  employee  to  perm; 
nent  status.  But  that's  not  so  much  d 
determination  as  a  way  to  dramatize  c 
workers  that  they  can't  afford  laggards  i 
their  midst.  "We  don't  believe  in  group 
for  decision  making,"  he  says.  "We  sa 
give  a  man  authority  and  responsibilit 
and  let  him  do  his  job."  But  then  then 
are  no  quality  control  inspectors  i 
Worthington  Steel.  It's  enough  that  th 
shipment  goes  out  with  the  machine  oj 
erator's  name  on  it. 

You  could  call  all  this,  we  supposi 
union-busting.  But  is  that  so  bad  if 
leads  to  higher  productivity,  fatter  pa} 
checks  and  fewer  layoffs -1  ■ 
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By  Paul  Gibson 


What  major  industry  group 
performed  best  on  Wall  Street 
the  energy  stocks,  which 
spectacular  rise.  Nor  was  it 


during  the  past  year?  It  wasn't 
collapsed  in  November  after 

technology  companies,  despite  the  universal  fascination  with 
microchips  and  gene-splicing.  Utilities?  Consumer  goods?  No, 
none  of  these.  , 

What's  left?  Why,  the  stodgy  old  railroads.  Since  April  of  last 
year  the  ten  largest  railroads  have  more  than  doubled  in  value, 
while  the  overall  market  has  advanced  by  only  33%.  In  terms 
of  total  capitalization,  that's  a  quantum  jump. 

The  railroads?  What's  going  on  here?  Ask  Dick  Bressler.  He 
must  have  seen  this  coming.  Ten  months  ago  he  left  the  oil 
industry  to  get  into  railroading.  Bressler  was  an  executive  vice 
president  of  Los  Angeles-based  Atlantic  Richfield  Co.  who 
became  Burlington  Northern  Inc.'s  third  chief  executive  in  two 
years.  To  make  the  move  to  St.  Paul  last  June,  Bressler,  50,  got 
a  fat  $400,000  salary,  plus  the  chance  of  buying  25,000  BN 
shares  for  a  nominal  $2,500. 

That  was  the  opportunity  of  a  lifetime.  Since  Bressler  came 
on  board,  Burlington  Northern's  share  price  has  more  than 
doubled — to  the  recent  price  of  $71 — and  his  holdings  are  now 
worth  $1.8  million.  ARCO's  stock?  It's  in  the  dumps  along  with 
the  rest  of  the  oil  industry.  After  a  short-lived  runup  it's  now 
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trading  around  50,  roughly  where  it  was  when  Bressler  left. 

Over  the  past  two  years,  in  fact,  railroads  have  steadj 
gained  popularity  with  investors.  Union  Pacific,  Santa  Fe 
the  Burlington  have  been  among  the  performance  standou 
The  early  thinking  was  that  those  resource-rich  lines  we 
benefiting  from  the  decontrol  of  petroleum  prices.  But  after  tj 
energy  stocks  peaked,  railroads  held  their  gains.  Now  they  i 
outperforming  the  market  again;  transportation  stocks  are 
8.5%  in  the  past  four  weeks  and  10%  so  far  in  1981. 

After  four  decades  in  decline,  railroads  are  coming  into  th< 
own.  Nowhere  is  the  potential  gre.ater  than  at  Burlingti 
Northern.  It  dawdled  through  most  of  the  Seventies  w] 
earnings  stuck  between  $50  million  and  $80  million  a  ye 
Since  1977,  however,  revenues  have  almost  doubled,  to  $^ 
billion,  while  earnings  have  almost  tripled,  to  $223  million. 

The  future?  Consider  this:  BN  is  the  nation's  largest  railroa 
and  it  is  ending  a  five-yearr,  $1.4  billion  capital-spending  spi 
just  as  a  new  regulatory  environment  seems  likely  to  make : 
basic  business  more  profitable  than  ever.  Beyond  that,  the  coi 
pany  is  overflowing  with  natural  resources.  It  has  1.5  milln 
acres  of  timber — second  only  to  Weyerhaeuser  in  the  Nort 
west.  There  are  tempting  oil  and  gas  properties  in  the  st 
largely  unprobed  Wilhston  Basin,  in  the  Dakotas  and  Montar 
And  then  there  is  coal.  The  BN  has  1 1.4  billion  tons,  making 
second  in  proven  reserves  only  to  Conoco  Inc.'s  Consolidatu 
Coal.  If  coal  is  the  fuel  for  the  future,  BN  is  a  double-barrel 
play.  It  can  profit  both  from  mining  and  transportation. 
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Chief  Executive  Bressler,  rail  boss  Grayson 
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espite  those  riches,  BN's  market  bid  value  today  is  a  little 

than  $2.7  billion.  A  takeover  for  a  railroad  may  seem 
>osterous — but  so,  only  weeks  ago,  did  the  idea  of  paying 

billion  for  St.  foe  Minerals  or  $1.8  billion  for  Kennecott. 
he  BN,  of  course,  has  long  mixed  enormous  promise  with 
sive  problems.  At  the  turn  of  the  century,  railroad  magnate 
es  J.  Hill  and  banker  J. P.  Morgan  joined  the  Great  Northern 
1  the  once-bankrupt  Northern  Pacific  and  then  tried  to  add 
Chicago,  Burlington  and  Quincy.  But  Teddy  Roosevelt,  a 
ilist  Republican,  cried  monopoly.  In  the  landmark  North- 
Securities  case  the  Supreme  Court  quashed  the  merger, 
lough  the  Great  Northern  and  the  Northern  Pacific  contin- 

to  occupy  the  same  building  in  St.  Paul — with  offices 
rated  by  cement  walls  on  all  but  the  executive  floor — the 
panies  never  merged  again  until  1970. 
fen  then,  the  timing  looked  bleak.  The  combination  that 
ted  today's  BN  came  just  before  the  Penn  Central  bank- 
cy,  and  in  its  initial  years  the  BN,  too,  was  hardly  robust. 

reason:  The  1970  merger  guaranteed  jobs  to  \fin  union 
)ort,  and  BN  was  soon  paying  out  60  cents  of  every  dollar  in 
es  and  fringe  benefits,  compared  with  about  45  cents  at 
:r  railroads. 

1975,  as  funds  ran  dry,  BN's  directors  slashed  the  divi- 
1.  Two  years  later  on  $1.8  billion  in  railroad  revenues, 
ax  losses  hit  $10.5  million.  That  January,  Chairman  Louis 
ik  journeyed  to  Pittsburgh  to  attend  a  routine  traffic  club 
ting.  That  was  the  stated  reason.  The  real  reason  was  that 
ik  wanted  to  talk  with  Richard  Grayson,  chairman  of  the 
:o. 

le  two  men  had  become  firm  friends  when  they  worked 
ther  as  Frisco  dispatchers  during  World  War  II.  Over  a 
ate  breakfast  they  set  the  wheels  in  motion  for  a  giant 
ger  that  was  finally  approved  last  November.  Now  corn- 
el, the  BN  and  Frisco  rank  second  only  to  the  CSX  in 
oad  revenues  but  seventh  in  pretax  income, 
the  wake  of  the  Penn  Central's  difficulties,  however,  most 
nt  rail  alliances  have  been  less  than  complete  mergers.  Not 
:  Burlington  Northern.  Just  as  in  its  1970  merger,  only  one 
oad  and  insignia  will  survive.  All  traces  of  the  Frisco  are 
g  replaced  by  the  BN's  vivid  green  and  white  colors.  "It's  a 
;r  pill  to  swallow,  particularly  for  a  company  that  has  been 
tie  New  York  Stock  Exchange  for  over  a  century,"  sighs  the 
:o's  Grayson,  "but  that's  the  way  it  is." 
hat  put  BN  on  the  fast  track?  Bressler  credits  much  of  the 
nt  earnings  improvement  to  milder-than-normal  weather 
sizable  cost  savings  on  the  rails — particularly  from  unit 
is  for  both  coal  and  grain  hauls.  Earnings  also  got  a  lift  in 
)  because  BN  was  winding  down  its  massive  effort  to 


expand  coal-hauling  capacity.  That  reduction  in  maintenance- 
of-way  expenditures  boosted  profits  handsomely.  While  essen- 
tially a  commodity  hauler,  BN  also  handles  many  Datsun  and 
Honda  imports  that  arrive  on  the  West  Coast  from  Japan — a 
brisk  business,  that. 

From  a  financial  point  of  view,  of  course,  railroading  has  long 
been  intriguing.  The  reason,  in  a  phrase:  the  industry's  ex- 
treme leverage.  It  is  a  business  where  marginal  costs  are  almost 
nothing;  fixed  overhead  and  maintenance  is  all.  Get  a  little 
extra  traffic,  and  most  of  the  gain  runs  right  to  the  bottom  line. 
For  years,  however,  the  traffic  gains,  particularly  on  the  BN, 
couldn't  keep  pace  with  rising  overheads.  The  leverage  was 
working  in  reverse. 

Suddenly  all  that  is  changing. 

For  most  of  the  Seventies  the  BN  earned  less  than  3  cents  on 
the  sales  dollar.  Since  1978,  its  net  profit  margin  inched  up 
1.1%,  to  5.6%.  That's  not  much  of  a  return,  but  enough  to 
almost  double  BN's  net  profits. 

What's  to  prevent  BN  from  being  squeezed  in  the  other 
direction  again?  Consider  the  new  economic  climate  in  the 
industry  today.  Railroads  are  just  beginning  to  benefit  from 
deregulation  under  the  Staggers  Rail  Act,  one  of  the  last  impor- 
tant pieces  of  legislation  passed  during  the  Carter  Administra- 
tion. Lawyers  and  bureaucrats  are  still  fussing  over  the  details, 
but  radical  changes  are  ahead.  In  time,  for  example,  carriers 
will  be  largely  free  to  set  their  own  rates,  strike  exclusive 
contracts  with  shippers,  abandon  unprofitable  rail  lines  and 
form  grand  new  alliances.  As  one  railroad  watcher  succinctly 
puts  it,  "Management  prerogatives  will  be  more  important  in 
an  industry  notorious  for  mediocrity." 

In  this  era  of  megarailroads,  few  can  match  the  prospects 
that  stretch  before  the  Burlington  Northern.  Its  merger  with 
the  Frisco  gives  the  company  considerable  marketing  strength. 
Together,  the  two  lines  now  span  some  25  states  and  two 
Canadian  provinces,  stretching  from  the  Pacific  Northwest  to 
the  Florida  Panhandle,  from  the  Prairies  to  the  Gulf  Coast. 

The  logic  behind  the  combination  is  flawless.  The  Frisco 
served  one  of  the  fastest-growing  territories  in  the  Sunbelt.  But 
with  only  4,500  miles  of  track,  it  was  like  a  big  X  centered  on 
Missouri.  The  road  originated  barely  one-quarter  of  its  own 
traffic  and  thus  split  revenues  unfavorably  with  other  carriers. 
Linked  with  BN,  however,  the  whole  becomes  greater  than  the 
sum  of  its  parts. 

Already  130  additional  carloads  are  moving  north  daily  from 
the  Frisco  onto  the  BN,  and  almost  half  again  that  many  are 
heading  south.  Lumber,  the  BN's  fourth-biggest  commodity, 
can  now  go  to  Alabama  over  one  company-owned  route  rather 
than  being  switched  to  the  Illinois  Central  Gulf  Railroad  at 
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Earnings  p 


The  profits  sign 

When  it  comes  to  making 
money,  transportation 
looms  large  at  BN.  But 
diversification  helped 
when  earnings  were  hard 
to  come  by  on  the  rails. 
In  the  future,  the 
contribution  from  forests, 
coal  and  oil  will  be  more 
important,  although 
railroading  should  remain 
BN's  major  business. 


"This  place  is  a  complete  zoo" 


Passage  of  the  Staggers  Rail  Act  last  October  was 
supposed  to  move  the  nation's  rail  carriers  down 
much  the  same  "deregulation"  road  the  airlines  have 
taken.  At  the  moment,  however,  it's  doubtful  that 
the  1,800  bureaucrats  that  make  up  the  Interstate 
Commerce  Commission  are  hard  at  work  behind 
their  Doric  columns  on  Constitution  Avenue  in 
Washington  making  themselves  unnecessary.  For 
three  months  the  ICC,  the  nation's  oldest  and  most 
hidebound  regulatory  agency,  has  been  without  a 
chairman.  At  the  moment,  6  of  the  1 1  seats  on  the 
commission  are  vacant.  ICC  staffers,  of  course,  will 
play  critical  roles  in  determining  what  the  new  legis- 
lation really  means.  But  today,  six  months  after  it 
was  passed,  no  one  yet  has  much  of  an  idea. 

Some  things  can  be  easily  inferred,  of  course.  The 
rails,  for  example,  are  not  likely  to  see  the  same 
chaos  that  swept  the  airline  industry  after  its  dereg- 
ulation: Airlines  can  easily  enter  and  escape  a  par- 
ticular market,  but  rail- 
roads cannot  pick  up 
their  tracks  and  move 
into  a  new  territory. 

Even  so,  many  rail- 
roaders still  fear  price 
wars  will  break  out  in 
the  months  ahead. 
Warns  Union  Pacific 
President  William 
Cook,  "There  could  be 
a  bloodbath  for  a  while 
if  someone  cuts  the 
hell  out  of  rates  to  buy 
business."  Should  a 
bloodbath  occur,  the 
better-capitalized  com- 
panies— especially  rich 
western  lines  like  BN, 
Santa  Fe  and  UP — are 
likely  to  get  stronger 


Early  regulators  out  to  corral  their  prey 
This  1887  cartoon  shows  ICC  commissioners  gang- 
ing up  on  railroads,  but  now  the  lasso  is  in  other 
hands.  Reformers  have  cut  the  agency's  powers. 


while  their  weaker  brethren  fall  by  the  wayside  or 
become  candidates  for  acquisition. 

Since  passage  of  the  Reed-Bullwinkle  Act  of  1948, 
railroads  had  enjoyed  a  special  competitive  advan- 
tage: They  had  been  permitted  to  meet  with  one 
another  and  set  rates  without  fear  of  antitrust  pros- 
ecution. Through  four  major  regional  rate  bureaus, 
carriers  established  tariffs.  Once  these  were  ap- 
proved by  the  ICC  they  seemed  cast  in  bronze — no 
surprise  rate  cuts  to  boost  market  share. 

Now,  under  the  1980  Staggers  Rail  Act,  railroaders 
are  beginning  to  set  rates  independently,  and — start- 
ing next  January — they  will  lose  their  antitrust  im- 
munity. That  prospect  sends  chills  up  the  spines  of 
not  a  few  industry  executives.  As  one  railroader  put 
it,  "This  is  a  tremendous  change  for  us.  We  must 
now  get  a  real  handle  on  costs,  which  is  something 
many  of  us  have  never  done  before." 
Indeed,  equating  of  costs  with  rates  has  rarely  been 

a  strong  point  under 
ICC  regulation.  Back  in 
the  mid-1970s,  for  ex- 
ample, the  ICC  ap- 
proved a  general  7%  in- 
crease in  freight  rates. 
At  first  glance  it 
seemed  certain  to  bol- 
ster railroad  profit  mar- 
gins. But,  unfortunate- 
ly, the  fine  print  con- 
tained exemptions  for 
14  key  commodities 
like  cars  and  car  parts, 
coal  and  fresh  fruits. 
The  rationale:  The 
shippers  of  those  com- 
modities were  in  de- 
pressed industries  and 
deserved  a  break.  "It 
was  as  if  the  railroads 
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in  such  good  shape  they  could  afford  to  pick  up 
lurden  for  General  Motors,"  says  Constance 
ns,  ICC  associate  director  of  policy  and  analy- 
ho  vainly  opposed  the  ruling.  "It  was  a  regula- 
lightmare." 

other  ways,  too,  the  effect  of  deregulation  is 
to  forecast.  For  example,  the  ICC  will  now  get 
ved  in  rate-setting  only  if  proposed  rates  exceed 
by  a  certain  percentage,  and  can  even  pull  out 
?ther  if  it  believes  there's  sufficient  competi- 
to  protect  shippers.  Nowhere  in  the  Staggers 
lowever,  is  any  definition  of  sufficient  compe- 
spelled  out.  That's  just  one  area  where  the 
staff  will  have  considerable  influence, 
th  over  half  the  commission  seats  vacant  and 
airman  in  place,  tension  is  simmering  between 
id  guard  of  regulators  and  the  new  deregulators 
,ht  in  during  the  tenure  of  former  Chairman 
is  Gaskins.  A  probusiness  deregulator,  Gaskins 
a  a  Democrat  who  left  when  the  Reagan  Ad- 
itration  came  to  Washington.  "This  place  is  a 
lete  zoo,"  says  an  ICC  staffer.  "Things  are  very 
as  we  wait  for  a  new  chairman." 
it  wait  could  be  lengthy.  Top  contender  Reese 
r  Jr.,  a  Nevada  lawyer  and  longtime  partner  of 
in  confidant  Senator  Paul  Laxalt  (R-Nev.),  has 
nto  unexpected  opposition.  Taylor  has  done 
work  for  the  Teamsters,  and  there  is  fear  his 
ntment  might  delay  deregulation,  particularly 
;  it  involves  rail  carriers  and  truckers  reducing 
For  his  part,  Taylor  professes  to  be  surprised  by 
ie  fuss.  Drawls  Taylor,  "For  a  little  old  ICC 
nan  to  have  to  go  through  all  this  folderol 
;  kinda  crazy." 

lor  may  have  a  point.  Right  now,  however,  it's 
bet  the  Reagan  Administration  isn't  setting  a 
jriority  on  appointing  a  new  ICC  leader.  Mean- 
,  before  real  competition  begins,  the  bureau- 
continue  to  jockey  for  position  behind  those 
ins  on  Constitution  Avenue. — Barbara  Rudolph 


The  market  move 

Wall  Street's  romance 
with  the  BN  took  years  to 
mature.  Its  share  price 
rarely  topped  $30  in  the 
past  decade.  Then  last  year 
BN's  stock  soared  to 
nearly  $80.  Even  at  that 
level,  the  railroad  still 
sells  for  well  below  what 
analysts  estimate  to  be 
the  real  value  of  its  assets. 


Centralia,  111.  Similarly,  BN 
can  carry  midwestern  grain  ei- 
ther to  the  Gulf  or  to  the  West 
Coast,  depending  on  which 
ports  are  offering  the  better  ex- 
port price. 

BN's  longest  scheduled  run 
is  now  between  Portland,  Ore. 
and  Birmingham,  Ala.,  a  dis- 
tance of  3,076  miles.  That  is 
significant,  because  distance  is 
the  key  to  profitable  railroad- 
ing. Money  comes  from  haul- 
ing freight,  not  from  loading 
and  unloading  rolling  stock. 


Coal  will  have 
the  major  impact 
on  BN.  Some  33% 
of  U.S.  reserves 
are  buried  near 
its  lines. 
Potential  is 
greatest  in 
Wyoming's 
Powder  River 
Basin. 


Since  the  early  1970s  the  BN  has  increased  its  length  of  haul 
faster  than  any  other  line  except  the  MoPac.  At  650  miles,  its 
average  haul  is  close  to  that  of  top-ranked  Union  Pacific. 

Besides  the  freedom  of  deregulation  and  the  boost  of  a  make- 
sense  merger,  the  BN  is  blessed  with  aggressive  new  manage- 
ment. There  have  been  major  changes  at  the  top  and  Bressler 
has  tapped  Richard  Grayson,  the  Frisco's  boss,  as  his  lead 
railroader.  At  60,  Grayson  is  widely  regarded  as  one  of  the 
most  knowledgeable  senior  executives  on  the  rails  today.  His 
through-the-ranks  career  goes  back  to  1941,  when  he  was  a 
trainman.  "Now  the  Missouri  Mafia  is  taking  over,"  says  one 
operating  man  of  the  changes  at  BN. 

Dick  Bressler,  too,  comes  on  board  with  impeccable  refer- 
ences. At  ARCO,  where  he  ran  a  huge  chemical  division, 
former  colleagues  remember  him  less  as  a  brilliant  intellectual 
than  as  a  fast-paced  decision  maker.  Says  Louis  Menk,  who  ran 
BN  for  most  of  the  1970s  and  led  the  search  to  find  Bressler,  "A 
lot  of  people  assume  Bressler  is  a  resources  man.  Really  he  is  a 
financial  and  operating  guy,  and  that's  why  I  chose  him." 

Indeed,  Bressler  earlier  had  hitches  with  American  Airlines, 
where  he  helped  finance  its  wide-bodied  jets,  and  with  General 
Electric,  where  he  was  a  contemporary  of  Union  Pacific's  able 
president,  William  Cook.  He  joined  GE  after  getting  an  M.B.A. 
from  Dartmouth.  Since  he  came  to  St.  Paul,  Bressler  has  shown 
a  knack  for  acting  quickly.  This  May  at  a  special  meeting  he 
hopes  stockholders  will  approve  his  plan  to  move  corporate 
headquarters  to  Seattle,  putting  some  distance  between  Burl- 
ington's diversified  businesses  and  its  railroad  operation  in  St. 
Paul.  He  also  wants  to  create  a  holding  company,  a  move 
former  executives  had  long  tried  to  make.  Such  a  structure, 
common  in  the  industry,  facilitates  acquisitions  for  stock. 
Bressler  also  will  be  emphasizing  management  by  profit  cen- 
ter. The  latter  becomes  particularly  important  when  there's 
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The  merger  map 

Through  its  1980  merger 
with  the  Frisco,  the 
Burlington  Northern  has 
become  the  nation's 
longest  rail  system, 
crossing  25  states.  Now 
BN  can  take  shipments 
from  the  Pacific  North- 
west direct  to  Florida, 
rather  than  giving 
them  to  competitors 
at  midcontinent. 


"We've  got 
ourselves  a 
couple  of  black 
eyes  and  some 
bruised  shins 
from  coal/'  says 
Bressler.  To  fight 
back,  in  1977  BN 
decided  to  post 
higher  coal  tariffs 
unilaterally. 


expansion  money  to  distrib- 
ute. Bressler  believes  that 
parts  of  his  organization — in- 
cluding some  rail  business — 
can  eventually  generate  re- 
turns far  in  excess  of  the  com- 
pany's current  average. 

If  they  don't?  Bressler  warns 
his  managers  that  the  laggards 
will  be  at  the  bottom  of  his  list 
when  it  comes  to  expansion. 
Bressler  is  nominally  pledged 
to  pour  $2  billion  into  capital 
expenditures  over  the  next 
four  years,  but  he  has  no  firm 
commitments:  "It's  just  a  number  on  a  piece  of  paper,"  he 
explains  with  a  shrug.  "Maybe  we  will  spend  it,  maybe  we 
won't."  That's  quite  a  change  from  the  recent  past,  when  BN 
regularly  spent  far  in  excess  of  its  cash  flow  to  get  its  railroad 
facilities  into  shape. 

Tracks,  ties  and  rolling  stock,  however,  are  only  the  most 
obvious  of  BN's  assets.  It  owns  the  timber  or  has  the  mineral 
rights  on  land  roughly  the  size  of  Massachusetts,  Rhode  Island 
and  Connecticut  combined.  These  northwest  timberlands  are 
primarily  vast  stands  of  virgin  Douglas  fir  and  hemlock.  Bur- 
lington, of  course,  cannot  yet  match  the  oil  and  gas  reserves  of 
the  Santa  Fe  or  the  Union  Pacific,  which  struck  it  rich  in  the 
Overthrust  Belt.  But  its  oil  patch  bet  is  the  Williston  Basin,  an 
area  some  geologists  feel  has  promise. 

Coal,  however,  should  have  the  greatest  impact  on  BN's 
future.  Besides  its  own  vast  holdings,  33%  of  all  U.S.  reserves 
are  buried  in  the  areas  it  serves.  This  potential  is  most  appar- 
ent in  the  Powder  River  Basin  that  spans  part  of  the  Wyoming- 
Montana  border.  There,  BN's  track  sparkles  in  the  sun  as  if  it 
were  polished  with  Brillo  pads,  and  a  coal  train  pulled  by  five 
diesels  makes  only  a  low  rumbling  noise  as  it  glides  over  newly 
welded  rail.  Outside -Gillette,  Wyo.  a  sign  reads  "Population 
7,194,"  but  there  are  probably  closer  to  21,000  now  dwelling  in 
the  neighborhood.  This  is  a  boom  town  with  new  houses, 
hotels  and  franchise  stores  everywhere.  At  the  Center  Bar  the 
nightly  question  isn't  if  there  will  be  a  fight,  but  when. 

Since  the  first  shovel  began  removing  overburden  at  Big 
Horn  Mine,  17  others  have  opened.  Two  more — ARCO's  Coal 
Creek  and  Shell's  Buckskin — are  under  construction  and  an- 
other dozen  are  planned.  BN  geologists  say  140  billion  tons  lie 
buried  here.  Likening  the  basin  to  parts  of  the  Middle  East  is 
hardly  an  exaggeration,  and  BN  is  the  only  railroad  that  serves 
the  region. 


Belle  Ayr  mine,  the  area's  largest,  now  produces  50,000  t( 
a  day — enough  to  fill  500  hopper  cars.  "We  will  have  coal  h 
until  the  21st  century,"  says  mine  manager  Ed  Calahan,  poi 
ing  to  an  exposed  seam  that  is  over  70  feet  thick.  Not  surp 
ingly,  BN's  coal  traffic  is  soaring.  The  road  hauled  17  mill: 
tons  in  1970  and  100  million  tons  last  year. 

Initially,  of  course,  such  volume  increases  are  as  much  ba 
as  blessing.  To  carry  that  much  coal,  BN  switched  to  u 
trains.  These  lumbering  mile-long  behemoths  soon  wrou, 
havoc  with  BN  rails,  which  had  been  laid  earlier  to  ti 
lightweight  farm  produce.  In  three  years  the  company  replai 
about  2,300  miles  of  track — an  amount  equivalent  to  half 
length  of  the  Frisco — and  put  down  1 1  million  ties.  BN  also  1] 
the  first  new  rail  in  the  U.S.  since  the  Depression,  a  116-rr 
stretch  in  Wyoming  between  Gillette  and  Orin.  This  elimin 
ed  bottlenecks  that  had  delayed  trains  for  hours. 

Down  the  track  in  Alliance,  Neb.  there's  more  evidence 
BN's  prodigious  spending.  A  scant  ten  years  ago  its  days  a 
junction  point  seemed  numbered,  its  switching  yard  thre 
ened  with  closure.  Today,  however,  Alliance  has  one  of 
nation's  most  expensive  repair  facilities.  Opened  19  mon 
ago,  the  main  shop,  a  cavernous  building  the  size  of  f 
football  fields,  can  overhaul  as  many  as  85  locomotives  and  1 
cars  in  a  day.  The  boast  is  that  no  train  stays  longer  than 
hour  for  refueling  and  routine  maintenance.  An  engine  brouj 
in  on  Monday  will  be  completely  rebuilt  in  one  week.  "We 
working  with  a  seasoned  crew  that's  no  longer  fresh  off  i 
farm,"  says  BN  Senior  Vice  President  John  Hertog. 

Buying  such  capability  depressed  earnings  during  the  Sevi 
ties.  Then  BN  spent  almost  $2  billion,  much  of  it  on  its  dj 
business.  But  now  the  savings  should  come  rolling  in.  The  n 
Gillette-Orin  line,  for  example,  cuts  a  full  day  off  the  typii 
train  cycle.  BN  managers  believe  that  they  will  probably  hani 
the  25%  increase  in  coal  shipments  expected  over  the  nt 
two  years  without  spending  another  penny  on  rolling  stoi 
Says  Grayson,  "We  are  starting  to  reap  the  benefits  of  1 
blood,  sweat  and  toil  put  into  the  Burlington  over  the  p 
decade." 

Some  of  the  benefits,  but  unfortunately  not  all.  In  a  colos 
mistake,  BN  executives  assumed  that  coal  traffic  would  r 
produce  much  business  in  terms  of  total  tonnage.  As  a  rest 
BN  sent  letters  of  agreement  to  the  electric  power  utilit 
offering  rates  that  seemed  reasonable  at  the  time  but  hs 
turned  out  to  be  far  too  low.  These  have  been  interpreted, 
effect,  as  long-term  contracts,  and,  sadly  for  BN,  base  pnc 
were  so  low  that  price  escalator  clauses  cannot  begm  to  coi 
BN's  cost  increases.  Since  1973,  railroad  labor  charges  ha 
more  than  doubled,  and  the  price  of  diesel  fuel  for  locomoti\ 
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The  flyer  that  paid  off 


Not  all  of  BN's  poten- 
tial is  on  the  rails  or 
underground.  Over  the 
past  eight  years,  it  has 
become  a  major  factor 
in  the  burgeoning  air 
freight  business.  In 
1980  Burlington  North- 
ern Air  Freight,  a  Cali- 
fornia-based subsid- 
iary, brought  in  an  im- 
pressive $284  million 
in  revenues,  and  posted 
earnings  of  $12  mil- 
lion. In  terms  of  profit- 
ability, BNAFI's  return 
on  investment  is  far 

better  than  those  of  its  parent's  capital-intensive 
railroad  operations. 

Burlington  saw  the  potential  of  air  freight  in  the 
early  Seventies.  In  1972  Louis  Menk,  BN's  presi- 
dent, lured  58-year-old  Larry  Rodberg  away  from 
Airborne  Freight  Corp.  and  gave  him  $1  million  to 
start  a  company  that  would  compete  with  his 
former  employer.  Other  railroads,  including  Santa 
Fe  and  Southern  Pacific,  had  similar  designs.  But 
today  they  are  no  longer  in  the  air  freight  business. 
Burlington,  meanwhile,  is  second  in  size  among  air 
freight  forwarders  in  a  crowded  field  that  includes 
such  savvy  competitors  as  Emery  Air  Freight  Corp. 
and  Airborne. 

A  crisply  dressed  southern  Californian,  Rodberg 
thinks  he  knows  the  secret  of  his  success.  "In  the 
beginning,"  he  explains,  "we  went  after  the  big, 
regular  shipper — unlike  Emery  or  Airborne,  who  op- 
erate increasingly  in  the  small-package  business." 
Instead,  BNAFI  for  the  most  part  handles  large  indus- 
trial shipments  for  major  manufacturers.  Things  like 
computer  and  electronic  components  for  Texas  In- 
struments and  Honeywell  and  automotive  parts  for 


not  fly  its  own  planes- 


General     Motors  and 
Chrysler.  Recently,  how- 
ever,     Rodberg  did 
broaden  his  line  to  in- 
clude small  packages. 
"The  mix  of  freight  be- 
came important  to  us," 
he  explains.  "We  had  to 
defend     our  position. 
Now  we  have  the  whole 
waterfront  covered,  even 
though  our  real  strength 
still  lies  with  the  big 
shipper." 

Unlike  many  better- 
known  rivals  BNAFI  does 
-the  critical  distinction  be- 


tween an  air  freight  forwarder  and  a  carrier.  Instead, 
Rodberg  books  space  on  scheduled  airlines,  maxi- 
mizing his  flexibility  and  minimizing  capital  expen- 
diture. This  low-cost  strategy  has  caused  problems 
for  some  competitors.  Emery,  for  example,  recently 
announced  plans  to  purchase  its  own  fleet — largely 
because  cutbacks  in  airline  night  schedules  limited 
its  service  options. 

Rodberg  isn't  worried.  In  fact,  he  thinks  a  similar 
move  would  actually  hamper  BNAFI.  "By  relying  on 
your  own  equipment  for  moving  your  own  cargo,  you 
lose  a  great  degree  of  flexibility,"  he  explains.  "The 
competition  jumped  prematurely  into  flying  their 
own  planes.  I  think  we  do  a  better  job  on  the  ground 
than  the  airlines — and  vice  versa." 

With  offices  in  126  U.S.  cities  and  agents  around 
the  world,  BNAFI  is  well  positioned  in  air  freight. 
But  Rodberg  knows  his  limitations.  "We  are  proud  of 
being  a  forwarder,  and  we  don't  want  to  be  a  carrier," 
he  concludes.  As  long  as  profits  keep  winging  their 
way  back  to  St.  Paul,  Dick  Bressler  can  hardly  quarrel 
with  that.  He  has  plenty  of  other  places  to  spend  his 
money. — Ellen  Paris 
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"You  couldn't  put 
such  an  array  of 
assets  together 
at  any  price," 
says  Bressler, 
pointing  to  the 
sky-high  bids  for 
mining  companies 
in  the  current 
stoctc  market 
takeovers. 


has  rocketed  from  12  cents  a 
gallon  to  90  cents. 

"We've  got  ourselves  a  cou- 
ple of  black  eyes  and  some 
bruised  shins  from  coal,"  says 
Bressler.  To  fight  back,  in 
1977  BN  decided  to  post  high- 
er coal  tariffs  unilaterally — a 
decision  Bressler  strongly  de- 
fends, though  some  13  electric 
utilities  are  suing  the  railroad. 

Since  coming  to  BN, 
Bressler  has  had  to  spend  far 
more  time  than  he  would  have 
liked    trying   to  renegotiate 


those  old  agreements.  Already,  he  has  visited  the  heads  of  all 
37  of  BN's  utility  customers.  To  each  he  gives  the  same  three- 
pronged  message:  1 )  Litigation  only  lines  the  lawyers'  pockets; 
2)  BN  is  not  getting  rich  at  the  utilities'  expense;  3)  BN  will 
invest  its  money  elsewhere  if  coal  revenues  don't  improve. 
Bressler  is  adopting  a  carrot-and-stick  approach.  He  will  lay  out 
the  money  for  new  rail  lines  and  equipment  for  still  undevel- 
oped mines,  but  only  if  the  utilities  will  pay  reasonable  rates. 

Bressler  has  another  worry.  The  Union  Pacific  wants  into 
the  Powder  River  Basin.  It  has  a  $60  million  stake  in  a  proposal 
by  the  employee-owned  Chicago  &  Northwestern  to  build  a 
new  line  that  could  divert  50  million  tons  of  coal  annually  from 
the  BN.  Initially,  the  C&NW  made  a  bid  for  a  $300  million 
federal  loan  guarantee.  But  last  month,  clearly  worried  about 
Washington's  new  spending  restraints,  the  financially  shaky 
line  announced  it  would  also  seek  private  financing.  Given  the 
economic  and  political  roadblocks  involved,  the  threat  to  the 
BN  hardly  seems  imminent. 

Bressler's  more  immediate  worry  is  a  passel  of  other  re- 
source deals  that  are  as  costly  to  the  BN  as  those  for  coal- 
hauling.  Coal  reserves  in  Montana  and  the  oil  acreage  in  the 
Williston  Basin,  for  example,  have  been  leased  at  what,  by 
today's  standards,  are  nominal  rates.  Again,  Bressler  aims  to 
renegotiate.  In  January  a  lease  with  Coastal  States  came  due. 
Under  the  renewal  terms,  it  must  drill  more  than  before  and 
must  give  Burlington  a  share  of  any  production. 

Similarly  in  coal.  BN  is  no  longer  content  just  to  collect 
royalties.  "We  want  to  participate  in  the  development  of  our 
resources,"  insists  Bressler,  his  brown  eyes  sparkling.  Consider 
an  agreement  with  Montana  Power,  which  takes  about  7 
million  tons  annually  off  BN's  property.  The  16  cents  a  ton  it 
pays  was  agreed  to  nearly  20  years  ago.  Now,  says  Bressler, 
royalty  on  a  coal  deal  typically  amounts  to  1 2  Vi  %  of  the  selling 
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price,  often  $1  a  ton.  He  wants  to  renegotiate  at  a  time  wl 
there  is  a  surfeit  of  western  coal,  and  power  plants  are  talk 
about  taking  less  not  more — hardly  a  propitious  moment.  ] 
Bressler's  eyes  gleam  again.  This  is  a  case  of  you  can  pay 
now  or  you  can  pay  me  later.  "They  might  find  us  a  lot  tougj 
to  deal  with  in  1989  when  that  lease  expires,"  he  says  bluntl 

How  about  the  timber?  Years  ago  Norton  Simon  lambaa 
BN's  managers  for  cutting  trees  too  slowly.  Simon  was  a 
stockholder  then  and  wanted  BN  to  develop  resorts  in 
Cascade  Mountains.  Bressler  denies  his  new  policy  vindica 
Simon,  but  he  does  want  to  increase  timber  sales,  particula 
to  Japan,  China  and  other  Pacific  Rim  countries.  His  mand 
as  much  as  anything  else  is  to  see  that  BN's  long  untoucl) 
treasure  trove  gets  developed. 

"You  couldn't  put  such  an  array  of  assets  together  at  i 
price,"  says  Bressler,  pointing  to  the  sky-high  prices  be 
offered  for  mining  companies  in  the  current  stock  mar 
raids.  Much  of  BN's  hidden  wealth,  in  fact,  is  carried  on 
books  for  nominal  sums,  often  as  little  as  $1  an  acre.  H| 
much  are  its  holdings  really  worth?  Last  October  Potla 
purchased  93,000  acres  of  timberland  in  neighboring  northf 
Idaho  from  the  bankrupt  Milwaukee  Railroad  for  $35  mill: 
in  cash — $1,400  an  acre.  That  could  make  BN's  $1.5  bill] 
timberland  alone  worth  $40  a  common  share. 

BN's  book  value  is  now  about  $65  a  share.  A  more  realid 
number  is  $105  a  share,  according  to  some  Wall  Street  a) 
lysts.  Put  it  this  way:  Buy  a  share  of  BN  at  today's  $71  marl 
price,  and,  in  effect,  you  are  buying  the  underlying  resouri 
and  getting  the  railroad  for  free.  "Burlington  Northern  is  wh| 
the  Union  Pacific  was  a  decade  ago,"  says  Morgan  Stanle 
Andras  Petery.  If  he's  right,  investors  could  get  a  pleasant  rj 
indeed.  Since  1970,  UP's  stock  has  increased  nearly  tenfold 

For  the  immediate  future,  Bressler  will  most  surely  be  a  hj 
if  he  prevails  as  a  negotiator.  To  the  extent  that  he  can  wig) 
out  of  long-term  deals — either  for  coal  or  oil — there  is  the  ho 
of  pleasant  earnings  surprises.  Downside  risk,  fortunately 
minimal.  BN  has  already  charged  off  hefty  right-of-way  i 
provements,  and  BN  at. least  makes  some  money  on  th 
underpriced  energy  deals. 

Today's  obstacles,  in  fact,  may  turn  out  to  be  less  diffic 
than  those  the  BN  has  already  overcome.  If  1980  was  a 
indication  of  how  leverage  can  work — and  Burlington  Nor 
ern's  new  crew  clearly  believes  it  is — then  earnings  this  y 
may  jump  by  better  than  1 5%  and  continue  exploding  upwal 
"I  don't  know  anything  about  being  a  hero, "  says  Bressler  wl 
a  satisfied  smile,  "but  I  do  know  that  when  you're  growing  1; 
this  you  don't  get  many  complaints  from  the  stockholders.' 

Particularly  if  they're  riding  for  the  long  haul.B 
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Why 
Williams 

Is  WorthWatching  in  the '80s. 


1979  Net  Income/ 
Earnings  Per  Share 
$69.5  Million /S2.55 


1980  Net  Income/ 
Earnings  Per  Share 
$138.7  Million  '$5.07 


1979  Revenues 
$1.85  Billion 


Among  the  reasons 
is  The  Williams 
Companies'  record 
1980  financial 
performance.  Our 
excellent  results  are 
attributable  to  stra- 
tegies we  successfully  implemented  during  the 
'70s  which  are  paying  off  as  we  enter  the  '80s. 
We  invested  $1.5  billion  during  the  last 
decade  to  aggressively 
expand  and  improve  our 
principal  businesses  — fer- 
tilizer, energy  and  metals 
—  and,  at  the  same  time, 
we  actively  developed  and 
pursued  other  corporate 
strategies  aimed  at 
increasing  our  earnings 
in  the  '80s  and  beyond. 
For  example,  we  set  out  to 
position  The  Williams 
Companies  (WMB-NYSE) 


1980  Revenues 
$2.07  Billion 


as  a  resource-rich  growth  company.  We  also 
sought  to  strategically  balance  the  Company 
in  terms  of  income  cycles,  risk  characteristics, 
recession  vulnerabilities  and  resilience  to 
inflation,  while  maintaining  higher  levels  of 
liquidity  and  the  financial  resources  to  take 
full  advantage  of  expansion  opportunities. 

Our  1980  results  indicate  that  we 
are  well  on  our  way  to  achiev-  _  -  ( 

ing  our  objectives.  Tha 
gives  us  a  sound  basis 
for  continuing 


to  proclaim  that: 
"Williams  is 
worth  watching 
in  the  '80s." 

Get  the  rest  of 
the  story  by  writ- 
ing to  L.R.Francisco, 
manager-investor 
relations,  The  Williams  Companies, 
One  Williams  Center,  Tulsa,  OK  74172  for  a 
copy  of  our  1980  Annual  Report. 


1979  Return  on 
Equity  9.6% 


Our  strategies  are  paying  off. 


w 

WILLIAMS 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

Agrlco  Chemical  Company  •  Williams  Exploration  Company  •  Williams  Pipe  Line  Company  •  Edgcomb  Metals  Company 


National  Aviation  &  Technology  fund  hasn't 
always  soared.  But  now  it's  flying  high  with  a 
new  two-man  management  team. 


The  young  aces 


Marc  Klee  and  Barry  Gordon  of  National  M  iation 

If  airline  stocks  keep  climbing,  can  they  outpace  the  averages? 


By  Carol  E.  Curtis 

Until  recently,  airline  stocks 
were  in  the  doldrums  on  Wall 
Street.  But  since  January  the  up- 
draft  has  been  dramatic:  The  industry 
index  has  risen  27%  in  the  last  three 
months  alone,  and  the  average  airline 
stock  has  risen  almost  60%  since  last 
April.  "These  stocks  are  a  counter-ener- 
gy play,"  says  Michael  Armelhno  of 
Goldman,  Sachs  &.  Co.  "They  will  go 
higher  if  we  don't  get  more  political  up- 
heavals in  the  Middle  East." 

Comments  like  that  put  a  fat  grin  on 
Barry  Gordon's  face. "Since  1973,  Gordon, 
a  35-year-old  executive  vice  president  of 
National  Aviation  &  Technology  Corp., 
has  managed  its  fund,  the  only  mutual 
fund  specializing  in  airline  and  aerospace 
stocks.  Since  Gordon  came  aboard,  Na- 
tional Aviation's  return  has  averaged  23% 
per  year — twice  that  of  the  S&P's  500. 
Lately  performance  has  been  more  im- 
pressive: For  the  first  quarter  of  1981,  Gor- 
don's $100  million  fund  was  up  6.1%. 
Founded  in  1928,  National  Aviation 
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grew  up  with  the  airline  industry  as  a 
closed-end  fund.  Two  years  ago,  after  an 
attempted  acquisition  by  the  securities 
firm  of  Neuberger  &  Berman,  it  changed 
its  status  to  open-end.  Assets,  then  $134 
million,  plunged  to  $70  million  as  inves- 
tors cashed  in  on  the  resulting  increase 
in  share  value. 

That  gave  the  fund  a  large  cash  posi- 
tion, which  depressed  performance.  In 
1980,  for  the  first  time  since  1973,  Na- 
tional Aviation's  return  fell  below  that  of 
the  S&P's  500.  Still,  it  posted  a  robust 
gain  for  the  year. 

That  attracted  the  attention  of  Marc 
Klee.  Fresh  out  of  Wharton,  he  had  been 
studying  National  Aviation  as  a  senior 
airline  analyst  at  Fidelity  Management  & 
Research  Co.  "People  were  redeeming 
the  fund  like  mad  all  that  year,"  says  26- 
year-old  Klee,  "but  it  still  outperformed 
the  Dow  by  7  percentage  points.  Given 
the  screwy  nature  of  the  stocks,  that 
performance  was  rather  phenomenal." 

His  reading  of  the  numbers  persuaded 
Klee  to  accept  Gordon's  invitation  to 
jump  from  Fidelity  to  the  airline  fund. 


For  the  last  three  months,  the  two  a 
experts — whose  combined  age  is 
61 — have  been  positioning  Nationa: 
ation  for  what  they  hope  will  be  its 
ing  hour.  They  believe  that  a  doubh 
cialty  in  aerospace  and  airlines  woa 
their  advantage.  In  his  visits  to  aerol 
firms,  for  example,  Gordon,  who  n 
his  career  at  Eastern  Air  Lines,  is  o 
lookout  for  aircraft  on  the  dra 
boards  and  fleet  plans.  "Most  anal\ 
he  says,  "talk  only  to  the  airlines, 
competitors  and  customers."  As  a  « 
he  argues,  they  are  late  in  spotting  t| 
and  picking  stocks. 

Also,  Gordon  and  Klee  have  beei 
only  professionals  doing  research 
some  small  airlines,  and  that  homei 
recently  paid  off  big.  In  December,  h 
most  analysts  were  interested,  Natj 
Aviation  bought  over  40,000  shar* 
Piedmont  Aviation.  Since  then, 
stock  has  soared  90%.  National  Avis 
also  owns  blocks  of  Air  Florida  SystJ 
Frontier  Airlines  and  US  Air,  stock 
1 28%  over  the  last  year. 

A  current  favorite  is  New  York  Ail 
aggressive  new  airlinechallengingEai 
on  the  lucrative  Boston-New  York-VI 
ington  shuttle  route.  National  Avis 
owns  35,000  shares  of  the  stock 
200,000  shares  of  Texas  Air  Corp.,  wf 
has  a  70%  interest  in  New  York  Air. 
New  York  Air  investment  is  up 
slightly  from  its  value  when  it  went  pi) 
in  February.  But  Gordon  and  Klee  feel 
have  another  sure  winner.  "The  com] 
is  nonunion,  they've  got  the  right  fleet 
a  lot  of  resources,"  says  Gordon. 

Until  1976  National  Aviation  inve 
only  in  airline  and  aviation  compal 
Since  then  it  has  selectively  added  t 
nology  firms — mostly  because  they  1 
a  connection  with  aviation.  Why?  < 
don  describes  one  recent  visit  1 
Boeing  plant,  where  he  noticed  a  cei 
type  of  fastener  all  over  the  floor, 
made  a  mental  note  of  the  product  ni 
and  promptly  made  arrangements  to 
it  VSI  Corp.,  the  Pasadena-based  mi 
of  the  part.  "I  went  through  the  c 
ation  and  bought  the  stock,"  he  i 
Ten  months  later,  Fairchild  Indus' 
bought  VSI  at  3  times  the  price  Goi 
paid  for  his  shares.  Other  techno 
companies  in  National  Aviation's  poi 
Ho  include  Evans  &  Sutherland  Comi 
er,  a  maker  of  flight  simulators, 
Ramtek,  a  computer  graphics  compal 

Still,  over  half  of  Gordon  and  Kl 
assets  are  aviation  related — and  sue 
there  is  the  key  to  future  performa. 
When  airline  stocks  soared  27%  ini 
first  quarter,  National  Aviation's  hi 
ings  rose  33% .  Do  Gordon  and  Klee  r 
any  doubts  about  continuing  to  outj 
those  averages?  Gordon  casts  a  cool 
past  the  airplane  models  on  his  desb 
have  more  confidence  that  we  will  i 
perform  the  market,"  he  says,  "than 
the  market  will  continue  to  go  up."  I 
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"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands that  we  recognize  a 
moral  obligation  beyond  the 
strictly  legal  terms— and  this 
is  always  a  consideration  in 
our  settlements" 

HENDON  CHUBB 
(1874-1960) 

Our  insurance  policy. 


CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  you  The  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


If  you  want  to  know 
what  the  telephone  is  coming  to, 
take  a  look  at  Bogota. 


With  more  and  more  cus- 
tomers to  serve,  the  Bogota 
Telephone  Company  faced 
what's  becoming  a  common 
problem  these  days. 

How  could  they  best  up- 
grade their  entire  system?  Not 
just  to  handle  all  the  phone 
traffic  they  expect,  but  to  clear 
the  way  for  data  communica- 
tion of  all  kinds? 

Inevitably,  the  forward- 
thinking  people  at  Bogota 
Telephone  looked  at  digital 
transmission  — and  carefully 
compared  the  very  best 
equipment  the  world  had  to 
offer. 

The  result:  a  major  $12  mil- 


lion award  for  ITT's  Pulse 
Code  Modulation  (PCM) 
equipment . 

This  is  the  largest  PCM 
contract  ever  awarded  in  Latin 
America. 

It's  also  one  more  in  a 
string  of  notable  ITT  achieve- 
ments in  Pulse  Code  Modu- 
lation. Which  began  with  our 
invention  of  PCM  over  40 
years  ago. 

As  telephone  administra- 
tions around  the  world  gear 
up  for  the  future  needs  of  their 
subscribers,  we  see  digital 
technology  becoming  the 
eventual  standard  everywhere. 

More  than  that,  we  see  the 


entire  world  linked  in  a  digital 
information  delivery  network 
—  what  we  at  ITT  call  Network 
2000™ 

And  by  designing  every- 
thing we  do  in  telecommunica- 
tions in  terms  of  this  future,  our 
phone  systems  are  at  the  lead- 
ing edge  of  the  art. 

Which  may  be  why  sophis- 
ticated telephone  companies 
like  Bogota's  are  making  our 
digital  systems  theirs. 


Ill 


The  best  ideas  are  the 
ideas  that  help  people. 


©  1981  International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York.  N  Y  10022. 


a  long  time  Walter  Schoenfeld  called  his 
*ers  company  "the  little  necktie  business" 
n  he  decided  to  get  serious. 

As  the  twig 
is  bent 
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Schoen  feld  ( left )  of  Schoenfeld  Industries 

les:  Neither  an  overpricer  nor  an  overproducer  be. 


By  Ellen  Paris 

Parents,  take  heart.  Seattle's  Wal- 
ter Schoenfeld  spent  16  years  after 
graduation  from  the  University  of 
Washington — where  he  majored  in  pre- 
law and  took  a  B.A.  in  business  adminis- 
tration— doing,  he  says,  "nothing  of  sub- 
stance." He  sought  opportunity  outside 
his  family's  business.  Through  his  pri- 
vate investment  company,  Schoenfeld 
got  on  the  boards  of  Reading  Railroad 
and  Sunshine  Mining,  and  generally 
passed  the  years,  as  he  puts  it,  "seeing 
green  pastures,"  many  of  them  on  golf 
courses. 

But  in  1968,  when  he  was  38  years  old, 
Walter  Schoenfeld  decided  it  was  time  to 
get  serious.  He  went  into  the  family 
business,  Schoenfeld  Industries  Inc.,  at 
that  time  a  $2  million  (sales)  manufactur- 
er of  neckties.  The  company  was  62 
years  old,  having  been  founded  in  1906 
by  Walter's  father,  Max  Schoenfeld,  an 
immigrant  from  Mandel,  Germany  who 
had  worked  in  a  hat  factory  in  Indiana 
making  boxes  and  wrote  orders  for  a 
clothing  company  in  downtown  Chicago 
for  $4  a  week. 

By  saving  and  building,  Max  and  his 
two  brothers  moved  to  Seattle  and  went 
into  manufacturing  neckties,  which 
were  sold  under  Schoenfeld's  own  Brit- 
tania  brand  as  well  as  the  Austin  Reed, 
Lanvin  and  Kelly  One  labels.  It  was  no 
empire  but  it  afforded  the  family  a  com- 
fortable living. 

Today  Schoenfeld  Industries  is,  at 
$300  million-plus  (sales),  the  nation's 
largest  privately  held  clothing  manufac- 
turer. Walter  Schoenfeld,  the  admitted 
late  starter,  has  made  it  so.  Father  Max, 
99,  who  still  comes  to  the  office  daily,  is 
full  of  wonder  and  pride  at  the  accom- 
plishment. "My  son,"  he  says,  "saw 
what  I  never  would  have  looked  to  see." 

What  Walter  Schoenfeld  saw,  in  a  1971 
sojourn  in  Britain,  where  he  went  in- 
tending to  spread  the  necktie  business, 
was  the  coming  boom  in  fashion  jeans. 
He  came  back  to  the  U.S.,  put  the  Brit- 
tania  name  on  blue  jeans  in  1973 — espe- 
cially faded  jeans — and  rode  the  boom  to 
unprecedented  success  for  the  Schoen- 
feld company. 

He  rode  the  boom,  it  didn't  ride  him. 
Walter  Schoenfeld  followed  two  simple 
but  timeless  business  principles  through 
the  height  of  the  fashion  jean  craze  in 
the  Seventies,  which  is  why  today  he  is 
going  beyond  blue  jeans  into  broad 
sportswear  lines  instead  of  going  broke. 

"Our  Brittania  jeans  were  so  hot  that 
we  could  have  charged  almost  anything 
for  them,"  says  Walter,  gesturing  with 
his  coffee  cup,  "and  gotten  it,  too.  But  we 
didn't  overprice."  Instead  he  slotted  Brit- 
tania jeans  at  about  $18  a  pair,  which 
made  them  more  expensive  than  tradi- 
tional Levis,  and  therefore  fashionable 
enough  for  snob  appeal — but  not  nearly 
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Westinghouse  rack 
of  America's  first  lines  c 


40  years  of  defense  experience 
helped  Westinghouse  develop  AWACS  radar, 
the  world's  most  advanced  airborne 
surveillance  system. 


Each  one  of  these  airborne  warning 
and  control  systems  provides  long-range 
surveillance  in  an  area  at  least  20  times 
greater  than  any  surface  based  system. 
That  means  that  the  single  plane  you  see 
here  can  provide  early  warning  of  enemy 
attacks  in  an  airspace  of  more  than  three 
million  cubic  miles. 

Westinghouse  radar  technology  also 
plays  a  vital  role  in  commercial  aviation. 
The  FAA  uses  Westinghouse  ground  radar 
in  some  of  the  nation's  most  heavily  traveled 
areas.  Nearly  all  domestic  commercial 
flights  come  under  the  surveillance 
of  Westinghouse  Air  Traffic  Control  radar 
at  some  point  during  their  flight. 

Today's  AWACS  represents  only  one  of 
the  many  ways  in  which  Westinghouse  is 
perfecting  present  technologies  and  devel- 
oping new  ones  to  help  America  in  such 
key  areas  as  national  security,  productivity 
and  energy. 


§)  Westinghouse 

A  powerful  part  of  your  life 
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ichnology  is  one 
efense  around  the  world. 


I  have  to  make  sure  we  do  things  right 
That's  my  name  on  the  door." 


—Bill  Marriott,  President 
Marriott  Corporation 


"Checking  on  our  hotels,  last 
year.  1  traveled  110,000  miles. 

I  visited  every  single  Marriott 
Hotel -some,  more  than  once. 

I  inspected  more  than  1,000 
hotel  rooms.  Examined  48 
ballrooms.  Toured  63  kitchens. 

So  I  know  as  well  as  you  do: 
business  trips  are  hard  work. 

That's  one  reason  all  of  us  at 
Marriott  work  so  hard  to  take  the 
hassle  out  of  your  stay 

We  think  that  when  you  cheel 
in,  you  should  be  able  to  check  in 
fast.  And  if  you  ask  for  a  6:15  wake-j 
up  call,  that's  when  it  should  arrive 

It's  just  a  question  of  paying 
attention  to  the  details. 

This  attitude  helps  explain  whj 
Marriott  has  one  of  the  highest  occui 
pancy  rates  in  the  hotel  industry 
And  why  the  Mobil  Travel  Guide 
gives  Marriott  more  4-star  ratings 
than  any  other  hotel  company 

That  makes  all  of  us  at  Marnoi 
proud.  And  no  one,  more  than  me. 

Because  every  4-star  rating  god 
to  a  hotel -with  my  name  over  the 
door." 

Marriott  Hotels 
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ashaute  couture  as  Calvin  Kleins  or  Glo- 
ria Vanderbilts  with  price  tags  today  at 
over  $40.  The  highest  pricer  of  all,  the 
company  that  brought  out  a  Charlotte 
Ford  line  at  around  $60,  has  now  gone 
out  of  business.  And  Schoenfeld  thinks 
other  fashion  jean  houses  will  follow. 

"Only  a  few  fashion  jean  companies 
will  remain,"  he  predicts.  "The  market 
is  overcrowded  and  overhyped.  It  can't 
continue  too  much  longer — already  it  has 
faded.  The  trend  will  be  back  to  basics." 

So,  Schoenfeld  principle  number  one: 
"Give  a  good  product  for  a  good  price  and 
you'll  survive  the  fads.  If  you  charge  too 
much,  you  leave  an  opening  for  the  com- 
petition to  come  in  with  the  same  prod- 
uct at  a  lower  price,"  as  discounters  are 
doing  in  jeans  everywhere  today. 

Schoenfeld  principle  number  two: 
When  demand  gets  out  of  hand,  don't 
destroy  yourself  grabbing  for  every  last 
sale.  "When  there  is  a  big  demand  for 
your  product,"  says  the  soft-spoken 
Schoenfeld,  who  makes  notes  as  he  talks, 
"the  natural  temptation  is  to  fill  it.  But 
when  a  young  apparel  company  tries 
that,  it  winds  up  going  outside  to  con- 
tractors to  do  the  work  and  quality 
slips." 

He  knows  the  feeling.  In  1975  Brit- 
tania  moved  into  jeans  and  tops  for 
women,  and  demand  outran  the  com- 
pany's ability  to  supply.  "When  every- 
body is  yelling  for  your  product,  the  mar- 
ketplace seems  bottomless,"  he  says. 
"You  start  thinking,  'If  I  can  make  $2  on 
a  pair  of  jeans  then  I  can  make  $200  on 
100  pairs,  and  so  on.'  Had  we  gone  for 
that,  we  probably  would  have  overex- 
tended ourselves  and  be  dead  today." 

But  he  didn't  expand  rapidly.  He  built 
five  jeans  factories  over  7  years — two  in 
El  Paso,  one  in  Seattle,  one  in  Ireland  and 
another  in  England.  The  U.S.  factories 
can  be  converted  to  Brittania's  new  lines 
of  casual  wear  for  men,  women  and 
children,  while  the  overseas  plants  can 
supply  a  still-growing  jeans  market  in 
Europe. 

Schoenfeld  thinks  Brittania's  Europe- 
an operations  could  double  or  triple  over 
the  next  five  years,  in  an  atmosphere  far 
less  competitive  than  the  one  in  the  U.S. 
He  sees  potential  also  in  the  Far  East,  but 
concedes  that  he  hasn't  yet  made  the 
investments  necessary  for  big  operations 
in  those  huge  markets.  He  lacks,  he  says, 
"feeling"  for  the  area.  "I  should  have 
lived  in  the  Far  East  just  as  I  did  in 
Britain,"  he  says,  "so  we'd  better  under- 
stand how  business  is  done  there."  As  a 
result  Brittania  has  only  a  tiny  share  in 
the  Far  East  market. 

But  overall,  Schoenfeld  is  so  confident 
of  the  company's  position  in  the  indus- 
try that  he  spends  a  bare  $9  million  on 
advertising,  which  is  about  3%  of  sales. 
Schoenfeld  did  not  even  start  advertising 
until  1978,  depending  on  the  necktie 
firm's  longtime  relationships  with  the 
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nation's  department  stores  to  get  good 
exposure  for  Brittania  jeans.  Now  he  is 
confident  of  a  bright  company  future. 
"We've  just  scratched  the  surface  in 
sportswear,"  he  says.  "We  want  to  be- 
come a  full-line  company." 

If  Walter  Schoenfeld's  business  princi- 
ples sound  like  the  kind  of  wisdom  one 
learns  over  years  of  building  a  business 
up  from  nothing,  they  are.  The  man 
himself  carries  on  a  lot  of  his  father's 
ways,  but  possesses  his  own  modern 
flair  as  well.  Max  Schoenfeld  was  con- 
tent with  his  business  and  his  home  in 
Seattle.  Walter  Schoenfeld  and  his  wife 
Esther  fly  in  the  company  plane  to  their 
second  home  in  Palm  Springs,  Calif, 
after  stopping  by  in  Los  Angeles  to  visit 
two  of  their  children  at  UCLA.  Our 
tastes,  he  says,  run  to  champagne  and 
hot  tubs. 

Walter  Schoenfeld  is  attentive  to  the 
important  "little"  things  of  the  business. 
Every  six  or  eight  weeks  Schoenfeld  In- 
dustries employees  choose  fellow  work 
ers  to  talk  with  Walter  and  his  personnel 
director. 

But  Walter  also  cuts  a  wider  swath  in 
Seattle  than  his  father  ever  did.  He  was 
one  of  the  investors  in  the  Seattle  Super- 
Sonics  basketball  team  and  one  of  the 
founding  partners  in  the  Seattle  Manneis 
baseball  team.  At  one  time  he  was  a 
general  partner  in  the  local  soccer  fran 
chise.  "It's  been  a  great  ego  trip  for  me," 
he  says,  waving  a  hand  at  an  office  filled 
with  autographed  balls  and  pictures.  "If 
you  want  to  rub  elbows  with  presidents 
and  princes,,  sports  are  great." 

But  Schoenfeld,  who  has  sold  his  soccer 
interest  and  most  of  his  inteiests  in  both 
the  SuperSonics  and  the  Mariners,  con- 
fesses to  being  bothered  by  the  greed  in 
pro  sports.  "I  looked  back  at  a  letter  we 
received  from  Dave  W infield,  when  he 
was  entering  the  free-agent  draft," 
Schoenfeld  recalls.  "He  wanted  to  play 
only  for  a  contending  team  [Seattle  is 
not],  and  was  asking  for  $13  million  over 
ten  years.  Last  year  he  hit  .276  with  20 
homers.  That's  worth  $1 .5  million  a  year? 
[Winfield  eventually  signed  with  the  Yan- 
kees for  a  reported  $20  million  over  ten 
years.]  You  know  it  used  to  be  that  a  guy 
would  give  anything  to  make  it  to  the 
maiors.  Now  after  two  years  in  the  majors 
some  of  these  players  won't  walk  across 
the  street  for  a  public  appearance." 

That's  the  same  Walter  Schoenfeld 
who  says,  "My  father's  example  was  the 
great  equalizer.  He  used  to  work  60  hours 
a  week  just  to  make  $4."  Champagne? 
Hot  tubs?  Box  seats  at  sports  events? 
They're  the  surface.  The  instincts  that 
prompt  Walter  Schoenfeld  to  declare,  "I 
want  this  to  be  a  great  long-term  com- 
pany," are  deeper  and  come  from  hum- 
bler, but  stronger  origins.  ■ 
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This  special  section  contains  a  wealth  of  information 
which  is  available  free  to  Forbes  readers. 

Successful  investing  is  often  based  on  careful  analysis  of  the  information  con- 
tained in  company  annual  reports.  The  knowledge  gained  from  a  close  examina- 
tion of  a  company's  recent  record  of  performance  as  well  as  its  future  goals 
provides  the  basis  for  sound,  intelligent  decisions. 

This  special  Forbes  Annual  Report  advertising  section  makes  it  easy  for  you  to 
obtain  as  many  of  these  reports  as  are  of  interest  to  you  without  obligation.  Simply 
circle  the  numbers  of  those  companies  that  interest  you  on  the  postpaid  card 
provided.  Forbes  will  process  all  requests  and  forward  them  directly  to  the 
companies  involved,  who  will  send  you  their  annual  reports.  Please  allow  a 
reasonable  amount  of  time  for  processing. 


AMP  Incorporated 

Over  15%  compound  annual  growth 
rate  in  sales,  earnings  &  dividends  for 
25  years.  1980  sales  up  14%,  earnings 


up  9%. 

Sales  (Mil) 

EPS 

Div.' 

1980 

$1,155 

$3.65 

$1.00 

1979 

1,013 

3.36 

.76 

1978 

801 

2.67 

.60 

1973 

418 

1.28 

.24% 

1968 

167 

.43 

.13'/3 

'Increased  20%  to  an  indicated  annual  rate 
of  $1.20/share(anuary  1981. 
Broad  Diversification — World's  leading 
producer  of  electrical/electronic  connection,  switching  and  program- 
ming devices — 70,000  types  and  sizes,  85,000  customers  (manufac- 
turers, distributors,  retailers,  utilities,  transportation  field,  etc.). 
Subsidiaries  and  branches  in  25  countries  (AMP — NYSE). 


Allis-Chalmers 
Corporation 

A  diversified,  high  technology,  special 
machinery  company.  The  Annual  Re- 
port describes  the  KILnGAS  system  of 
coal  gasification  and  other  ways  in 
which  the  company  is  moving  to  serve 
customer  needs  of  the  future  in  the 
areas  of  energy,  food,  water,  environ- 
mental air  and  minerals.  1980  sales: 
$2.06  billion.  Income  per  share:  $3.60. 
Current  quarterly  dividend  annualized: 
$2.00. 


Alcan 

Alcan  Aluminium  Limited  had  record 
profits  in  1980  of  $542  million  on 
revenues  of  $5,215  billion.  Earnings 
increased  in  North  America,  Latin 
America,  Africa,  Asia  and  the  South 
Pacific.  Alcan  is  increasing  its  invest- 
ment in  research  and  development  and 
expanding  production  capacity.  Spend- 
ing on  capital  projects  will  rise  26 
percent  m  1981  to  $950  million. 


American  Electric 
Power 

One  of  the  world's  leading  investor- 
owned  electric  utilities,  serving  m  the 
industrial  heartland  states  of  Ohio,  In- 
diana, Michigan,  Virginia,  West  Virgin- 
ia, Kentucky  and  Tennessee.  Last  year 
AEP  sold  111  .5-billion  kilowatthours 
of  electricity,  87.5%  of  it  generated 
from  abundant  American  coal.  The 
rest  was  nuclear  and  hydro.  AEP  paid  a 
cash  dividend  for  the  71st  straight  year 
and  a  higher  dividend  for  the  28th  year  in  a  row. 
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American  General 
Corporation 


American  General  is  the  nation's  13th 
largest  diversified  financial  corpora- 
tion. It  operates  through  three  business 
divisions — life  and  health  insurance, 
property-liability  insurance  and  other 
financial    services.    The    year  1980 
marked  the  fifth  consecutive  year  in 
which  new  highs  were  reported  in  op- 
erating results.  Earnings  from  oper- 
ations totaled  $167.4  million,  or  $6.47 
hare,  up  from  the  $6.14  per  share  in  the  previous  year, 
ncan  General  common  stock  is  listed  on  the  NYSE.  The 
iol  is  AGC. 


We  believe 
we¥e  the  right 
company  in 
the  right  business 
t    at  the  right 
,  time;    ■»   •  - 


Baldor  Electric 
Company 

Baldor,  the  fastest-growing  manufac- 
turer of  energy-efficient  industrial  elec- 
tric motors,  has  grown  twice  as  fast  as 
the  electric  motor  industry  in  the  past 
10  years.  Sales  have  more  than  doubled 
in  the  past  4  years.  Corporate  goals 
include  average  annual  growth  of  16- 
20%,  doubling  of  sales  to  over  $300 
million  by  1985.  NYSE  symbol  "BEZ." 


IMI     mo  Annual  Rrporl 


American  Medical 
International,  Inc. 

AMI  (NYSE)  owns,  manages  and  devel- 
ops hospitals  throughout  the  world  and 
provides  health  care  services  to  more 
than  500  communities  on  six  conti- 
nents. Increased  utilization  of  AMI  fa- 
cilities and  services  resulted  in  record 
earnings  of  $32.4  million  or  $2.12  per 
primary  share  on  revenues  of  $661.8 
million  in  Fiscal  1980. 


Bendix  Corporation 


1980  was  another  year  of  continued 
financial  progress  at  Bendix,  a  major 
supplier  of  automotive,  aerospace-elec- 
tronics, and  industrial  products  and 
services.  It  was  the  tenth  successive 
year  in  which  net  income  increased 
over  the  previous  year's  performance. 
Revenues  from  continuing  operations 
rose  13.2  percent  to  $3.86  billion.  In- 
come from  continuing  operations,  as 
restated  from  previously  reported  re- 
sults to  reflect  the  sale  of  an  equity  interest  in  ASARCO  Incorpo- 
rated, was  $134.2  million.  Income  per  share  from  continuing 
operations,  as  restated,  amounted  to  $5.38.  Net  income  per  share 
was  $7.68. 
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merican  Quasar 

•troleum  Co. 

>80  Annual  Report 


American  Quasar 
Petroleum  Co. 

American  Quasar  Petroleum  Co.  is  an 
aggressive  oil  and  gas  company  head- 
quartered in  Fort  Worth,  Texas.  Since 
formation  in  1969,  more  than  5.2  mil- 
lion gross  and  3  million  net  acres  of 
undeveloped  leases  have  been  assem- 
bled for  future  exploration  in  the  Over- 
thrust  Belt  and  other  areas.  Future  net 
revenues  from  proven  reserves  of  oil 
and  gas  have  increased  from  $1.3  mil- 
lion in  1969  to  more  than  $400  million 
in  1980. 


Beneficial  Today 


A  photo  essay  of  thirteen 
Americans  served       9|  In 


ft 


Beneficial  Corporation. 
The  1980  Annual  Report. 


Beneficial  Corporation 


Beneficial  Corporation  (NYSE:  BNL),  a 
$6.0  billion  Delaware-based,  diversified 
financial  services  holding  company. 
Current  annual  dividend,  $2.00/share. 
1980  Net  Income:  $94.0  million,  EPS: 
$3.45.  Major  subsidiaries:  Beneficial  Fi- 
nance System  affiliated  companies  ($4.2 
billion  in  receivables);  Benico  Insurance 
companies  ($7. 1  billion  life  insurance  in 
force);  First  Texas  Savings  Association 
(2nd  largest  in  Texas),  Beneficial  In- 
come Tax  Service  companies;  Beneficial  Leasing  Group;  Spiegel, 
Inc.;  Western  Auto  Supply  Company. 
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AMETEK,  Inc. 


For  the  first  time  in  AMETEK's  half- 
century  history,  sales  topped  $400  mil- 
lion and  annual  dividend  payments 
were  raised  to  $1.00  per  share  continu- 
ing a  30-year  record  of  increases.  AME- 
TEK, manufacturer  of  industrial  and 
scientific  equipment  and  materials, 
spent  a  record  $22  million  on  new 
plants,  and  $8  million  in  research,  es- 
pecially on  a  new  solar  electric  (photo- 
voltaic) development.  For  current  re- 
call AMETEK  Investor  Information:  (215)  647-2121.  (NYSE 
ol— AME) 
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Brush  Wellman  Inc. 

The  Company  is  an  integrated  produc- 
er of  BERYLLIUM  products,  single 
crystal  quartz  and  other  engineered 
materials  for  high  technology  uses. 
Brush  Wellman  has  achieved  rapid 
growth  over  the  past  10  years.  Sales 
have  a  compound  growth  rate  of  over 
16%,  while  net  income  and  earnings 
per  share  attained  compound  growth 
rates  of  approximately  20%.  The  divi- 
dend paid  has  increased  in  each  of  the 
last  five  years. 
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Bucyrus-Erie  Company 

Bucyrus-Erie  Company  had  net  ship- 
ments of  $511. .5  million  for  1980.  Net 
earnings  were  $48.2  million  or  $2.36 
pel  share.  Export  shipments  in  1980 
increased  to  $195.6  million  from 
$144.9  in  1979.  Backlog  on  December 
31,  1980,  was  $242. 1  million  compared 
with  $233.4  million  on  September  30, 
1980. 
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Carson  Pirie  Scott  & 
Co. 

Carsons  is  a  diversified  consumer  ori- 
ented company  with  sales  of  $582  mil- 
lion in  1980.  The  company  is  a  leader 
in  regional  department  store  retailing, 
airport  terminal  concessions,  airline 
inflight  meal  service,  and  wholesale 
floor  covering  distribution.  Carsons 
also  owns  and  operates  two  resort/con- 
ference centers  and  234  restaurants. 
1981  sales  are  expected  to  be  approxi- 
mately $800  million. 
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CPT  Corporation 

CPT  Corporation  is  one  of  today's  fast- 
est growing  and  most  profitable  manu- 
facturers of  word  processing  systems. 
Revenues  for  fiscal  1980  were  $59.8 
million,  up  75  percent  over  fiscal  1979. 
The  three-year  compound  revenue 
growth  has  been  66  percent.  Fiscal 
1980  net  income  was  $6  million,  10.2 
percent  of  revenue,  and  EPS  was  $1.36. 
CPT  stock  is  traded  national  over-the- 
counter. 


14 


Central  Reserve  Life 
Corporation 


II99HI 

Central  Reserve  Life  has  become  the 
"Preferred  Company"  through  innova- 
tive insurance  products  offering  man 
>      j  y       mum  coverage  at  minimum  cost  to 

/       )  preferred  risk  groups.  The  Company 

(  ■  jC  has  systematically  expanded  its  line  of 

preferred  concept  products  and  ex- 
panded geographically  into  12  addi- 
tional states.  And  in  1980,  for  the  4th 
consecutive  year,  CRL  has  reported 
record  results — total  premiums  +31%,  assets  +20%,  and  net 
income  +17%. 
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CSX  Corporation 


1980 


Earnings         $281.6  million    $237  1  million 
EPS  $7.13  $6.12 

Total  Assets    $7,523.1  billion  $7,082.0  billion 

CSX  Corporation  is  the  new  company 
created  November  1,  1980,  by  merger 
of  the  Chessie  System,  Inc.,  and  Sea- 
board Coast  Line  Industries,  Inc.  As 
the  new  parent  company,  CSX  now 
directs  the  planning  and  sets  overall 
policy  for  all  of  the  affiliates  of  the 
former  two  companies.  They  include:  The  Family  Lines  and 
Chessie  rail  systems,  Florida  Publishing  Company,  The  Green- 
brier, and  companies  involved  in  aviation,  minerals,  coal,  oil  and 
gas  development. 
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Chesebrough-Pond's 
Inc. 

Chesebrough-Pond's  marked  its  cen- 
tennial in  1980  with  its  25th  consecu- 
tive record  year.  Sales  rose  17.3  per 
cent  to  $1,377  billion.  Net  income  in- 
creased 21.3  per  cent  to  $100.2  mil- 
lion. Leading  brand  names  for  this  di- 
versified worldwide  marketer  of  con- 
sumer products  for  the  family  include 
Ragu,  Health-tex,  Bass,  Pond's,  Vase- 
line, Cutex,  Aviance,  Chimere,  Prince 


Matchabelli,  Q-tips,  Aziza  and  Rave. 
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Callahan  Mining 
Corporation 

Callahan  is  among  the  nation's  leading 
silver  companies,  with  major  interests 
in  Idaho,  including  the  Caladay  proper- 
ty, where  deep-shaft  silver  exploration 
is  underway.  The  Company  also  ex- 
plores for  gold,  base  metals  and  other 
minerals;  has  natural  gas  and  oil  hold- 
ings and  participates  in  exploration  for 
these  products;  and  owns  The  Flexaust 
Company,  a  major  producer  of 
lightweight  hose  and  duct  for  industri- 
al applications. 

16 
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flow  ($23.6  million] 
levels.  Listed:  ASE, 


Chieftain  Development 
Co.  Ltd. 

Chieftain  is  actively  exploring  its  ex- 
tensive acreage  in  the  United  States, 
Alberta  and  the  North  Sea  for  new 
reserves  of  gas  and  oil.  Participation  in 
95  wells  in  1980  resulted  in  41  gas 
wells,  4  oil  wells  and  one  heavy  oil 
well.  Total  gas  reserves  increased  39% 
to  547  billion  cubic  feet  and  total  oil 
reserves  increased  326%  to  3.4  million 
barrels.  Revenue  ($65.1  million),  cash 
and  net  income  ($9.5  million)  reached  record 
TSE,  MSE. 
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Clarion  Petroleums  Ltd. 

Clarion  Petroleums  Ltd.  achieved  note- 
worthy success  in  oil  exploration,  land 
assembly  and  financing  during  its  first 
full  year  of  operation.  Not  only  was  a 
high  ratio  of  successful  oil  wells  pro- 
duced by  the  Company's  drilling,  but 
Clarion  also  assembled  an  enviable  land 
position,  including  over  800,000  net 
acres,  both  American  and  Canadian, 
across  the  northern  Williston  Basin. 
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Consolidated 
Freightways,  Inc. 

CF  Inc.  operates  the  most  extensive 
motor  freight  system  in  North  Amer- 
ica and  provides  worldwide  air  freight 
forwarding  services.  These  services 
had  record  years  in  1980,  although 
overall  earnings  declined  due  to  an 
operating  loss  in  manufacturing  oper- 
ations. In  March  1981  we  agreed  to  sell 
our  manufacturing  assets  for  more 
than  $225  million,  which  will  support 


accelerated  expansion  of  our  transportation  services. 
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Clark  Oil  & 
Refining  Corporation 

Clark  Oil  &  Refining  Corporation  be- 
gan the  decade  of  the  80's  with  a 
record  performance,  despite  turbulent 
industry  conditions.  Significant  prog- 
ress was  made  toward  Clark's  goals  of 
maximum  net  income  growth,  cash 
flow  and  maintenance  of  a  strong  bal- 
ance sheet.  The  quarterly  dividend  cur- 
rently is  $.25  a  share,  adjusted  for  2  for 
1  stock  split  at  year-end,  1980. 
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Consolidated 
Natural  Gas  * 
Company  w 


Consolidated  Natural 
Gas  Company 

Consolidated  operates  one  of  the  larg- 
est fully-integrated,  natural  gas  sys- 
tems in  the  U.S.  Earnings  of  $118.5 
million,  or  $5.73  a  common  share,  rep- 
resent the  second  best  full-year  earn- 
ings in  the  company's  history.  In- 
creased Gulf  of  Mexico  production 
contributed  $1.46  a  share  or  one  quar- 
ter of  the  company's  income.  The  divi- 
dend was  increased  to  an  annual  rate 
of  $3.52  a  share. 
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Colt  Industries  Inc 

Despite  the  impact  of  the  recession, 
felt  particularly  in  stainless  and  alloy 
steels  and  automotive  products,  Colt 
Industries  achieved  in  1980  the  second 
highest  earnings  in  its  history.  This 
performance  is  testimony  to  the 
strength  of  the  company's  earnings 
base  and  its  resultant  resilience  during 
economic  downturns. 


Countrywide  Credit 
Industries,  Inc. 
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In  1980,  Countrywide  Credit  Indus- 
tries, a  diversified  financial  services 
company,  reported  its  2nd  highest 
earnings  ever.  Net  income  (unaudited) 
was  $1,975,000  or  $.58  per  share  ver- 
sus $2,328,000  or  $.71  per  share  (ad- 
justed to  reflect  stock  dividends)  in 
1979.  CCI  expanded  the  branch  net- 
work of  its  mortgage  banking  subsid- 
iary, Countrywide  Funding,  from  41  to 
53  offices:  In  1981,  a  new  subsidiary,  Countrywide  Thrift  &  Loan, 
will  begin  operations  in  California,  expanding  the  scope  of 
Countrywide's  financial  services.  NASDAQ:  CCII 
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Community  Psychiatric 
Centers 

Earnings  per  Share 
1976  1977  1978  1979  1980 
$.38  $.57  $.81  $1.05  $1.28 
Community  Psychiatric  Centers  owns 
two  separate  medical  service  business- 
es: acute  psychiatric  hosptials  which 
account  for  approximately  75%  of  op- 
erating profits,  and  artificial  kidney 
treatment  centers  which  account  for 
approximately  25%  of  operating  prof- 
its. NYSE  symbol:  CMY 


Cronus  Industries,  Inc. 


Cronus  Industries  (OTC — CRNS)  man- 
ufactures and  markets  products  for 
three  industry  segments — pre-engi- 
neered  metal  buildings  for  non-residen- 
tial construction,  agricultural  equip- 
ment and  heat  transfer  equipment  for 
electric  power  utilities.  During  1980, 
continued  expansion,  via  acquisition, 
allowed  the  metal  buildings  segment  to 
become  a  nationwide  competitive 
force.  A  modest  consolidated  sales 
gain,  rearranged  financial  structure  and  departure  from  an  unprof- 
itable line  of  business  position  this  four-year  old  concern  for 
further  growth. 
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Crum  and  Forster 

Crum  and  Forster  is  an  insurance  hold- 
ing company  with  total  premiums  ex- 
ceeding $2.3  billion  (net  premiums 
written  of  $1.7  billion)  and  assets  over 
$3.9  billion  in  1980.  C&F  concentrates 
its  activity  in  commercial  property- 
liability  insurance,  in  which  it  ranked 
fifteenth  among  the  2,000  active  U.S. 
companies  last  year.  The  company's 
high  rate  of  earnings  and  dividend 
growth  enabled  it  to  rank  first,  among 
50  Largest  Diversified  Financial  Compa- 


the  Fortune  magazine 

nies"  in  total  return  to  stockholders  over  the  last  ten  years. 
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Duro-Test  Corporator 


America's  largest  company  exclusil 
in  the  business  of  manufacturing 
marketing  light  sources  for  comrj 
cial,  industrial,  institutional  and  i 
dential  use.  Products  range  from  inq 
descent,  fluorescent  and  mercury  vq 
lamps  which  include  Vita-Lite®, 
only  sunlight  simulating  fluorescj 
Watt-Saver®    fluorescents  and 
candescents  that  conserve  electi) 
energy  while  maintaining  light  out] 
industry's  largest  selection  of  decorative  bulbs,  self-ballasted  Fl 
merle®  and  Safe-T- Vapor®  high  intensity  lamps  and  32,000-vj 
xenon  lamps  being  used  in  space  research.  Sales  and  earnings  a| 
time  high.  Unbroken  record  of  dividends  since  1942. 


Dart  &  Kraft,  Inc. 


Dart  &.  Kraft,  Inc.,  formed  through  the 
September  1980  merger  of  Dart  Indus- 
tries and  Kraft,  is  a  leading  diversified 
company  with  a  strong  consumer  ori- 
entation. Earnings  have  grown  consis- 
tently over  the  last  five  years  at  a  12 
percent  average  annual  rate.  1980  net 
income  was  $383  million  or  $7.03  per 
share.  Sales  were  $9.4  billion.  The 
company's  major  businesses,  includmg 
KRAFT  food  products;  TUPPERWARE 
quality,  plastic  food  containers;  DURACELL  high-perform- 
ance batteries;  and  HOBART  commercial  food  equipment  and 
KITCHENAID  appliances;  have  leading  positions  in  markets  that 
are  growing  faster  than  industry  norms. 
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Eaton  Corporation 


Eaton  serves  worldwide  industrial  I 
transportation  markets.  In  1980, 
company  continued  its  move  towa 
more  technologically-advanced  . 
faster-growth  markets.  Eaton's  eled 
cal,  electronic  and  mechanical  capl 
equipment  businesses,  which  are 
rected  towards  productivity  imprci 
ment,  performed  well  despite  the  I 
nomic  slowdown.  During  1980,  recj 
levels  of  R  &  D  spending  and  cap] 
investment  were  achieved  as  the  company  prepared  for  the  opo 
tunnies  of  the  1980s.  Sales  in  1980  were  $3.2  billion,  while  ; 
income  was  $1 15.8  million,  or  $4.35  a  share.  Dividend  payout  \ 
$1.72  a  share. 


Dennison 

Manufacturing 

Company 


Dennison  serves  four  areas — Retail 
Systems,  Stationery  Products  and  Sys- 
tems, Technical  Papers,  Industrial  Sys- 
tems. The  Company  focuses  on  mar- 
ket needs  and  has  established  a  leader- 
ship position  based  on  constant 
attention  to  new  technologies.  Sales 
for  1980  increased  10%  to  a  record 
$492,414,000  and  earnings,  while  declining  8%  from  1979,  were 
still  the  second  highest  in  history.  A  12%  increase,  effective 
March  1981,  was  the  tenth  consecutive  annual  dividend  increase. 
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EDO  Corporation 


EDO  produces  electronic  and  speci 
lzed  equipment  for  military,  gent 
aviation,  marine  and  industrial  m 
kets.  Principal  products:  sonar  equ 
ment,  mine  countermeasure  systei 
aircraft  stores  ejection  mechanist 
flight  instruments,  control  systems 
general  aviation;  piezoelectric  cerar 
components,  acoustic  and  video  sc 
ning  systems;  fiber-reinforced  comp 
ite  components  for  aircraft.  Mark 
worldwide.  $97-million  sales  produced  $2.5-million  net  earnings 
1980.  EPS:  $1.08,-  $.40  Div.  (ASE) 


Digicon  Inc. 


Digicon  is  an  international  geophysical 
services  company  providing  seismic 
data  collection  and  processing  services 
and  specialized  geophysical  data  pro- 
cessing systems  for  use  by  the  petro- 
leum industry  in  its  search  for  new  oil 
and  gas  reserves.  As  a  part  of  its  oil 
service  activities,  the  company  pack- 
ages and  supplies  compression  and 
other  equipment  for  use  in  oil  and  gas 
production,  offers  tugsupply  services 
to  the  offshore  drilling  industry  and  manufactures  marine  geo- 
physical cable.  The  company  also  develops,  produces  and  markets 
computer  peripherals  and  interfaces  and  specialized  medical  in- 
strumentation and  test  procedures. 
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A.G.  Edwards 
&  Sons,  Inc. 

A.G.  Edwards  is  a  94-year-old 
Louis-based  securities  firm  with  o 
175  locations  in  35  states.  For  fis 
year  ended  February  28,  1981  eamii 
were  $23  million  on  revenues  of  $1 
million.  Stockholders'  equity  exceet 
$74  million  and  total  capital  $99  n 
lion.  Edwards  common  shares  are  li 
ed  on  the  New  York  Stock  Exchanj 
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Evans  Products 
Company 


Evans  Products  Company's  two  major 
businesses  are  building  materials  re- 
tailing and  full-service  leasing  of  trans- 
portation equipment.  Evans  has  at- 
tained a  major  national  reputation  in 
these  growing  businesses,  which  ac- 
count for  80%  of  the  Company's  total 
operating  earnings.  Other  activities  in- 
clude marketing  custom-built  homes 
and  manufacturing  building  products 
;cialty  metal  components.  By  1985,  Evans  expects  to  double 
9  record  earnings.  The  annual  report  presents  strategies  for 
ing  this  growth.  (EVY)  NYSE 
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Fort  Howard  Paper 
Company 


Fort  Howard  Paper  Company  Had  An- 
other Record  Year!  Continuing  a  long 
record  of  solid  growth:  'Sales  were  up 
16%  to  $397.4  million  'Earnings  in- 
creased   15%    to    $68.7  million — a 
17.3%  return  on  sales  'Dividends  in- 
creased 20%,  and  the  annualized  rate 
33%,  to  88  cents  per  share  *A  major 
capacity  addition  is  scheduled  for  com- 
pletion  in   mid- 1981.    Fort  Howard 
(NYSE-FHP)  manufactures  a  wide  range  of  disposable  paper  prod- 
ucts for  the  industrial,  institutional,  commercial  and  retail  mar- 
kets. 
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Ferro  Corporation 

A  diversified  worldwide  company  and 
a  leader  in  the  development  and  pro- 
duction of  specialty  materials,  Ferro 
has  been  expanding  in  products  and 
facilities  to  meet  growing  needs  of 
established  markets  and  to  serve  an 
important  group  of  new  ones.  Net  sales 
in  1980  topped  $695  million,  and  earn- 
ings were  $3.77  per  share. 
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Fuqua  Industries,  Inc. 

Fuqua  Industries,  Inc.  (FQA)  is  a  multi- 
market    manufacturing,  distribution 
and  service  company  with  $1.6  billion 
in  sales.  Fuqua's  four  areas  of  business 
are:  Recreational  Products  and  Ser- 
vices, Farm  and  Home  Products,  Petro- 
leum and  Industrial. 
Sales:  $1.6  billion 
Net  Income:  $65  million 
Earnings  Per  Share:  $2.34 
(continuing  operations) 
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Fisher  Foods,  Inc. 

Fisher  Foods,  Inc.  (NYSE-FHR]  is  one 
of  the  largest  food  retailers  in  the  Unit- 
ed States,  operating  140  supermarkets 
located  primarily  in  the  suburbs  of 
their  metropolitan  markets  in  Illinois, 
Ohio  and  Northern  Kentucky.  The 
stores  are  notable  for  their  range  of 
specialized  departments,  such  as  in- 
store  bakeries,  delicatessens,  wine, 
cheese  and  flower  shops.  Earnings  in 
1980  were  $6.7  million  or  $1.05  per 
share  on  sales  of  $1.4  billion. 
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GTE 

GTE  operates  world-wide  through  4 
major  components:  GTE  Telephone 
JT         ifiH  Operations  (largest  Independent  tele- 

■Hl  BhM      phone  system  in  the  U.S.);  UTL  l  ira- 

munications  Products;  GTE  Telenet 
and  GTE  Electrical  Products.  In  1980, 
revenues  and  sales  totaled  over  $9.9 
billion,  12%  over  1979.  After  4  con- 
secutive years  of  increased  earnings, 
1980  earnings  per  share  from  continu- 
ing operations  were  $3.87  against 
$4.28  in  1979,  reflecting  adverse  economic  conditions  and  record 
high  interest  rates:  however,  fourth  quarter  earnings  were  im- 
proved. The  annual  dividend  rate  at  year  end  was  $2.72,  having 
increased  at  a  9.3%  average  annual  rate  since  1975. 
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ihtSafety 


FlightSafety 
International,  Inc. 


Earnings  and  revenues  continued  at 
record  levels  for  FlightSafety  Interna- 
tional .(FSI-NYSE)  in  1980.  Clients 
served  by  this  leading  high  technology 
aviation  and  marine  training  company 
rose  to  more  than  1,600.  Adjusted  for  a 
three-for-two  stock  split  in  May,  1980, 
earnings  increased  50  per  cent  to 
$13,884,800,  or  $1.43  per  share,  from 
$9,270,600,  or  96  cents  per  share  in 
1980  revenues  rose  23  per  ce»t  to  $53,839,200  from 
1,300  in  1979. 


Galveston-Houston 
Company 


Galveston-Houston  Company  and  its 
subsidiaries  manufacture  and  market 
products  and  furnish  services  for  the 
drilling  and  workover  of  oil  and  gas 
wells,  for  oil  and  gas  production,  pipe- 
line and  processing  operations,  and  for 
the  mining  and  construction  indus- 
tries. In  1980,  net  revenues  climbed  to 
$145,916,000,  a  32  percent  increase 
over  1979,  and  net  earnings  rose  73 
percent  to  $10,582,000.  NYSE  symbol:  GHX. 
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A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


Gannett  Co.,  Inc. 


In  1980,  Gannett,  a  nationwide  diver- 
sified information  eompany,  complet- 
ed 13  years  of  public  ownership  and  53 
consecutive  quarters  of  revenue  and 
earnings  gains.  Revenues  rose  14%  to 
$1.2  billion  and  net  income  rose  13% 
to  $151  million.  Gannett  is  the  most 
diversified  information  group  in  the 
country — 81  daily  newspapers  (and 
agreement  to  acquire  two  more)  with  a 
total  circulation  of  3.6  million,  seven 
television  and  13  radio  stations,  the  largest  outdoor  advertising 
group  in  the  U.S.  and  Canada,  as  well  as  news,  research,  market- 
ing, film  and  video  production  and  satellite  information  services  in 
35  states,  two  U.S.  territories  and  Canada.  .  _ 
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Golden  Triangle  Roya 
&  Oil,  Inc. 


Golden  Triangle  Royalty  &  Oil 
pany,  Inc.,  has  overriding  royalties 
net  profits  interest  in  substantial  , 
age  in  Australia,  with  expectation 
their  being  developed  for  oil  and 
GTRO  also  holds  interests  in  60 
and  gas  wells  in  Kansas,  Texas, 
Australia,  with  high  percentage 
creases  in  production  in  1980. 


GEARHART 

INDUSTRIES.  INC 


Gearhart  Industries, 
Inc. 

Gearhart  Industries,  Inc.  reports  an- 
other record  year  of  sales  and  earnings 
in  their  wireline  servicing  of  oil  and 
gas  wells.  The  application  of  advanced 
technology  and  entry  into  new  market 
areas  of  well  servicing  continues  to  be 
Gearhart's  answer  to  the  demands  of 
the  dynamic  petroleum  industry. 


Gould  Inc.  Annual  Report 


Gould  Inc. 


Gould's  strategy  for  the  Eighties 
increase  its  concentration  in  the  I 
of  electronics.  It  will  focus  on 
maior  growth  areas:  factory  autel 
tion,   test  and  measurement  eql 
ment,  medical  instrumentation,  uii 
sea  defense  and  advanced  compon^ 
and  materials.  A  heavy  emphasis 
be  placed  on  R&D  and  continued  I 
and  improved  product  introductij 
Capital  spending  will  be  increasei( 
meet  the  growing  demands  of  the  marketplace. 
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Genstar  Limited 

In  1980,  Genstar  reported  record  earn- 
ings for  the  10th  straight  year,  and 
revenues  passed  the  $2-billion  mark 
following  acquisition  of  Flintkote. 
Over  the  past  decade,  revenues  and  net 
income  per  common  share  have  each 
risen  at  a  compound  annual  rate  of 
30%.  Dividends  have  increased  every 
year  since  1970.  In  high-growth  areas 
of  North  America,  Genstar  is  a  leader 
in  building  materials,  real  estate  devel- 
opment, financial  and  marine  services.  (NYSE — GST) 
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M  GRACE  REPORT 


W.R.  Grace  &  Co. 

Forbes?  Business  Week?  No!  It's] 
Grace  Annual  in  a  new  style.  Re<J 
1980  sales  (up  15%  to  $6.1  billion) 
earnings  up  24%  to  $284  million, 
cialty  Chemicals  strong,  Agnculri 
Chemicals  operating  income  I 
157%,  and  Natural  Resources  earnl 
were  up  52%.  All  this  and  our  nd| 
magazine  format  makes  the  Refl 
more  readable  than  ever.  Our  7Ql 
shareholders  are  glad  they  looked  i| 
Grace.  Shouldn't  you? 


Georgia-Pacific 


Georgia-Pacific  came  through  the  1980 
recession  in  excellent  position  to  take 
advantage  of  growth  opportunities  to 
come  in  this  decade.  Although  earn- 
ings were  down  in  our  paper  and  build- 
ing products  divisions,  our  chemical 
business  turned  in  its  best  year  ever. 
During  1980,  we  further  integrated  and 
expanded  our  overall  production  capac- 
ity by  developing  new  building  prod- 
ucts to  complement  our  existing  ply- 
wood business.  We  also  continued  to  invest  heavily  in  our  pulp 
and  paper  and  chemical  capabilities,  and  increased  oil  and  natural 
gas  exploration. 
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Grow  Group,  Inc. 


The  nation's  sixth  largest  produce} 
chemical  coatings,  Grow  Group, 
has  also  developed  two  patented  a 
cesses  unrelated  to  coatings:  •  Envi 
Spray® — a  revolutionary  technol^ 
designed  to  replace  hydrocarbon  ri 
pellants  in  the  aerosol  indust 
•  Thermaljet® — an  advanced  comrt) 
cial  food  processor.  Since  1961,  Gn 
has  increased  revenues  from  $10  nj 
lion  to  over  $225  million,  and  paidl 
consecutive  quarterly  cash  dividends  and  over  132%  in  std 
dividends. 
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Gulf  Energy 
Corporation 


Gulf  Energy  Corporation  (NASDAQ 
symbol  GFEC)  has  had  significant  in- 
creases in  revenue  and  net  income 
over  the  past  five  years.  The  Company 
has  oil  and/or  gas  production  in  six 
states.  Additional  exploration  and  de- 
velopment activities  are  scheduled  in 
most  of  these  states,  as  well  as  five 
other  states.  Gulf  Energy  also  operates 
two  coal  mines  in  Logan  County,  West 
Virginia. 
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HON  INDUSTRIES 

Record  sales  of  $201.9  million,  up 
1.5%,  in  1980.  Net  income,  $15.2  mil- 
lion, second  highest  in  company  histo- 
ry. Profitability  level  7.5%  of  sales. 
Dividends  paid  103  consecutive  quar- 
ters. Acquired  in  1980:  Hiebert,  Inc., 
Carson,  Calif.;  Oakes  Mfg.  Inc.,  Oakes, 
North  Dakota.  HON  ranks  as  one  of 
largest  U.S.  manufacturers  of  office  fur- 
niture, added  volume  in  materials  han- 
dling equipment.  Traded  OTC — HONI. 
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Frank  B.  Hall  &  Co. 
Inc. 


A  leading  international  insurance  ser- 
vices firm,  Frank  B.  Hall  revenues  in 
1980  increased  16%  to  $309,593,000, 
net  income  rose  1%  to  $27,982,000, 
per  share  earnings  decreased  3%  to 
$2.74.  Revenues  and  earnings  per  share 
have  more  than  doubled  during  the  last 
5  years.  Since  1974  dividends  have 
increased  at  a  compound  annual  rate  of 
20%.  Currently  the  Company  pays 
nual  dividend.  NYSE  symbol  FBH.  Order  the  Frank  B.  Hall 
nd  SMILE. 
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INA  Corporation 

IN  A  Corporation,  founded  in  1 792,  has 
worldwide  operations  in  property-casu- 
alty insurance,  life  insurance,  health 
care  and  investment  management.  In 
1980,  net  operating  income  increased 
14%  to  a  record  $293  million,  or  $7.11 
per  share,  for  a  16.5%  return  on  equity. 
Cash  dividends  paid  increased  14%  to 
$2.20  per  share.  The  current  annual 
rate  is  $2.40  per  share.  Year-end  equity 
was  $1.8  billion,  or  $46.20  per  share. 
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Harsco  Corporation 

Harsco  has  22  classes  of  products  and 
services  with  operations  in  four  indus- 
try segments:  Primary  Metals,  Fabri- 
cated Metals,  Construction  and  De- 
fense. In  1980  sales  were  $1.06  billion, 
up  12%  over  1979.  Net  income  was 
$49.7  million  or  $4.94  per  share. 
Harsco  had  a  record  fourth  quarter  in 
sales  and  earnings.  The  NYSE  symbol 
is  HSC,  and  the  dividend  was  raised 
again  to  $2.10  per  share. 
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Industrial  National 
Corporation 

Industrial  National  Corporation 
(NYSE-INB),  a  $3.5  billion  diversified 
financial  services  company,  operates 
one  of  New  England's  largest  banks, 
plus  mortgage  servicing,  consumer  fi- 
nance, leasing  and  factoring  companies 
in  over  200  offices  in  23  states  and 
four  foreign  locations.  This  geographic 
diversity  coupled  with  our  outstanding 
performance  have  strategically  posi- 
tioned us  to  take  advantage  of  the  changing  financial  services 
business  of  the  future. 
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The  Heritage 
Foundation 

The  Heritage  Foundation  is  a  Washing- 
ton-based public  policy  think  tank 
with  offices  on  Capitol  Hill.  Each  year 
Heritage  publishes  more  than  100  re- 
search papers  stressing  free  enterprise 
policy  options,  and  ways  to  strengthen 
the  nation's  defenses.  Recent  major 
publications  include  the  widely  dis- 
cussed Mandate  for  Leadership  and 
Agenda  for  Progress — unofficial  "blue- 
prints" for  the  Reagan  Administration. 


Interlake,  Inc. 

This  international  metals  and  material 
handling  company  had  one  of  its  best 
years  in  1980  as  sales  again  reached  a 
billion  dollars.  Operating  income  of 
$38.5  million  or,  $6.39  a  share,  was 
only  4%  short  of  79's  record  high.  Net 
income  was  $13.8  million,  or  $2.29  a 
share,  including  a  $4.10  per  share  pre- 
tax provision  for  shut-down  of  two 
steel  plants.  The  dividend  was  $2.20 
for  the  fourth  year  in  a  row. 
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InterNorth,  Inc. 

Our  1980  annual  report  is  the  story  of 
record  operating  revenues  of 
$3,037,764,000,  22%  higher  than  in 
1979;  record  net  income  of 
$211,722,000,  14%  higher  than  in 
1 979,  and  record  earnings  of  $4.70  per 
share,  15%  over  the  1979  record.  Inter- 
national headquarters:  Omaha,  Nebras- 
ka 68102. 
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Ivaco  Inc. 

Ivaco  is  an  integrated  steel  produ 
with  rolling  capacity  in  excess  of  J 
million  tons  and  steelmaking  capac 
of  over  one  million  tons.  The  st< 
making  and  rolling  mill  facilities 
located  at  Atlanta  and  Cartersvi 
Georgia  and  L'Ongnal,  Ontario.  Ivj 
produces  wire  rods,  flats,  angles,  h 
and  structural  shapes  and  has  lai 
scale  downstream  manufacturing 
cilities  which  produce  wire,  fenci 
welded  wire  fabric,  nails  and  fasteners.  It  also  produces  steel  tut 
wire  ropes  and  cables,  pre-engineered  steel  buildings,  forgir 
precision  machined  components  and  paper  machine  clothing 
use  by  paper  manufacturers. 
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Iowa  Beef  Processors, 
Inc. 

Earnings  per  share  increased  for  the 
tenth  consecutive  year  in  1980.  First 
Quarter  1981  indicates  another  good 
earnings  year. 


JWT  Group,  Inc. 


Sales 

(Mil.) 

E.P.S. 

Div. 

980 

$4,639 

$5.17 

60c 

979 

$4,216 

$4.28 

52c 

978 

$2,968 

$3.46 

26c 

977 

$2,023 

$3.14 

25c 

976 

$2,077 

$3.09 

20c 

Nation's  leading  beef  packer-processor  operates  ten  beef  plants  and 
one  pork  plant.  Markets  fresh  beef  nationwide  as  boxed  beef  or  as 
carcasses.  Markets  variety  meats  and  by-products,  including  hides, 
worldwide.  (NYSE-IBP)  g2 


JWT  Group,  Inc.  is  the  parent  o 
number  of  diversified  communicatii 
JWT  GROUP       companies    engaged    in  advertisi 
public  relations,  and  other  related 
vices.  Subsidiaries  J.  Walter  Thomp: 
Company  in  advertising  and  Hill 
Knowlton,  Inc.  in  public  relations 
world  leaders.  JWT  Group  revenues, 
33%  to  $352  million  in  1980,  h. 
more  than  doubled  since  1976;  e;; 
ings,  up  23%  to  $16.8  million  last  y< 
have  tripled  in  that  time.  Dividends,  increased  annually  for 
past  five  years,  have  grown  by  318%. 
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Iowa  Electric  Light 
and  Power  Company 

Iowa  Electric  Light  and  Power  Com- 
pany serves  diversified  manufacturing, 
agricultural  areas  and  consumers.  Earn- 
ings grew  10.6%  in  1980  to  $22.9  mil- 
lion or  $2.07  per  share,  from  $20.7 
million  or  $2.06  per  share  in  1979. 
Revenues  increased  $23.8  million  to 
$313.6  million.  Net  income  available 
for  common  stock  was  $17.8  million. 
Annual  common  share  dividend  rate 
$1.66  as  of  February  1981. 
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Jannock  Limited 

(annock  Limited  manufactures  j 
markets  clay  and  concrete  br 
throughout  the  mid-western  sta' 
Texas  and  central  Canada.  Annual 
pacity  is  600,000,000  units.  Jannt 
also  fabricates  and  distributes  a  w 
range  of  steel  products  in  Cans 
Sales  of  $520,000,000  and  net  eami 
of  $22.4  million  rank  it  among  the 
largest  corporations  in  Canada. 
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Iowa  Resources  Inc. 

Revenues  surpassed  $297  million  in 
1980.  Earnings  for  the  year  were  $3.42 
per  common  share.  Dividends  have 
been  increased  to  the  annual  rate  of 
$2.72  per  share,  formerly  $2.52.  Iowa 
Power,  the  principal  operating  subsid- 
iary, serves  229,845  electric  and 
133,005  gas  customers  in  a  5,600 
square  mile  area  of  central  and  south- 
western Iowa. 


Joy  Manufacturing 
Company 

Joy  is  a  leading  manufacturer  of  cap 
goods  and  process  systems  for  c 
mining,  air  pollution,  petroleum, 
processing,  air  power  and  general 
dustrial  markets.  Record  levels  of  sa; 
net  earnings  and  new  orders  w 
achieved  in  1980.  Continued  stri 
growth  is  expected  as  the  demand 
cost-efficient  energy  accelerates  oi 
world-wide  basis.  NYSE  symbol:  J( 
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Kidde,  Inc. 

In  1980,  Kidde  completed  a  decade  of 
growth  with  another  year  of  record 
sales  ($2.5  billion),  net  income  ($87.4 
million)  and  earnings  per  share  ($7.41 
fully  diluted).  Products  from  Kidde's 
leadership  divisions  include:  Grove 
mobile  hydraulic  cranes,  Farberware 
cookware,  Jacuzzi  water  systems,  Sar- 
gent locks,  Kidde  and  Fenwal  fire  pro- 
tection systems,  and  Victor  desk-top 
calculators. 
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Long  Island 
Lighting  Co. 


LILCO's  annual  common  stock  divi- 
dend rate  has  been  increased  in  21  of 
the  last  22  years.  More  than  160,000 
holders  of  Common  Stock  are  current- 
ly receiving  an  annual  dividend  of 
$1.86.  The  Company  estimates  that 
100%  of  the  1980  stock  dividends  rep- 
resented a  return  of  capital  and,  there- 
fore, may  not  be  taxable  as  ordinary 
income.  Common  shareowners  can  re- 
invest their  dividends  automatically  to  purchase  additional  com- 
mon stock  at  a  5%  discount.  LILCO  supplies  electricity  and  gas  to 
2.7  million  people,  a  population  greater  than  that  in  each  of  21 
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states. 


Knight-Ridder 
Newspapers,  Inc. 

Knight-Ridder  Newspapers,  Inc.  is  a 
nationwide  communications  company 
engaged  in  newspaper  publishing,  tele- 
vision broadcasting,  electronic  distri- 
bution of  commodity  and  financial 
news,  newsprint  production,  book  pub- 
lishing and  selected  computerized  in- 
formation retrieval  services.  Continu- 
ing growth,  acquisitions  and  diversifi- 
cation carried  Knight-Ridder  gross 
revenues  over  the  $1  billion  mark  in 
1980. 
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Marion  Corporation 

Marion's  operations  cover  the  drilling, 
exploration,  production  and  refining  of 
oil  and  natural  gas  as  well  as  the  export 
of  utility-grade  steam  coal.  Recent 
highlights  include  record  fiscal  1981 
revenues  of  $461  million  and  e.p.s.  of 
$2.09,  adjusted  for  the  3-for-2  stock 
split  in  January.  Earnings  have  now 
grown  at  a  compound  rate  of  32%  over 
the  past  five  years.  (OTC-MARN) 
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Koppers  Company,  Inc. 

This  highly  diversified  industrial  man- 
ufacturing and  construction  firm  has 
aggressively  expanded  its  operating 
base,-  acquired  substantial  natural  re- 
source capabilities  in  coal  and  stone; 
developed  synthetic  fuels  capabilities; 
and  initiated  research  ventures  in  ge- 
netic engineering  and  fiber  optics. 
With  strong  finances,  management 
depth  and  diverse  products  and  ser- 
vices— Koppers  is  poised  for  dramatic 
growth  in  the  1980s. 
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Masco  Corporation 

TWO  DECADES  OF  GROWTH  .  .  . 
Masco  manufactures  faucets  and  other 
residential  and  home  improvement 
products;  energy-related  and  other  spe- 
cialty products;  and  cold  extruded  and 
other  components  for  industry.  Send 
for  our  1980  Annual  Report:  to  learn 
more  about  the  company;  how  it  has 
achieved  24  consecutive  years  of 
growth;  and  how  we  believe  Masco's 
sales,  from  internal  growth  alone,  will 
double  over  the  next  five  years. 
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Lifemark  Corporation 


39% 
69% 
44% 


(In  thousands,  except  per  share  amounts) 
1980  1979  Increase 

\f  ^  Revenues*      $202,540  $146,167 

le     ,     I  Net  Income*   $  10,062      $  5,968 

EPS*  $1.90       $  1.32 

"      '  'From  continuing  operations 

Lifemark's  primary  business  is  the  own- 
ership and  operation  of  general  acute 
care  hosptials.  The  Company  is  also 
engaged  in  contract  ancillary  services 
for  hospitals  and  dental  services.  During 
the  past  five  years,  Lifemark's  revenues, 
:ome  and  earnings  per  share  (all  horn  continuing  operations) 
;rown  at  compounded  annual  rates  of  27%,  51%  and  42% 
tively. 
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Matrix  Corporation 

($  in  thousands) 

1980      1979      1978  1977  1976 

Sales  $19,571  $13,947  $5,736  $3,750  $3,009 
Net 

lncome$  1,858  $  1,165  $   180  $     86  $  (98) 

EPS        $      .97  $      .77  $    .18  $    .13  $  (.15) 

Manufacturer  of  Medical  Diagnostic 
Imaging  Systems  for  computerized  to- 
mography, ultrasound,  nuclear  cam- 
eras, digital  radiography,  fluoroscopy, 
nuclear  magnetic  resonance,  et  al. 
Manufacturer  of  Computer  Color  Graphic  Camera  Systems  for 
CAD/CAM  management  information,  satellite  photography,  ani- 
mation films,  oil  exploration,  etc.  ASE:  MAX.  Reports:  Merrill 
Lynch,  Oppenheimer,  Eberstadt. 
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Media  General,  Inc. 

Media  General  is  a  diversified  commu- 
nications company  with  newspaper, 
broadcast  and  related  operations.  Us- 
ing a  unique  recycling  process,  its 
newsprint  subsidiary  produces  about 
13%  of  the  newsprint  manufactured  in 
the  United  States.  In  1981,  revenue 
and  earnings  per  share  increased 
18.5%  and  14.3%  respectively.  Over 
the  past  five  years,  revenue  and  earn- 
ings per  share  have  grown  13.7-%  and 
15.2%     annually.     AMEX  Symbol: 
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The  L.  E.  Myers  Co. 
Group 

The  nation's  largest  installer  of  tra 
mission  and  distribution  systems 
electric  utilities.  Benefiting  from  mi 
western  energy  projects  and  risi 
spending  by  utilities  to  upgrade  th 
grid  systems  to  become  more  efficie 
Revenues  in  1980  were  $190  mill: 
and  domestic  backlog  at  record  Ict 
Dividend  increased  for  third  succ 
sive  year  in  February  1981  to  17'/ie  j 
share  quarterly. 


resource*  pnducad  raconl 
oawlnasinflK' 


Moore  McCormack 
Resources,  Inc. 

Our  cover  says  it  all:  "Our  growing 
involvement  in  the  exploration,  pro- 
duction and  transportation  of  natural 
resources  produced  record  earnings  in 
1980."  Profits  of  $8.25  per  share 
topped  1979's  record  by  16  percent. 
Our  growth  was  broad-based,  with  ce- 
ment, oil  and  gas,  cargo  liner,  bulk 
transportation,  coal  and  iron  ore  oper- 
ations all  contributing  to  our  earnings 
picture. 
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Nalco  Chemical 
Company 


As  the  world's  largest  water  treatm* 
chemicals  and   technology  suppl 
Nalco  announced  record  sales  of  $61 
million.  Net  earnings  were  $72.3  n 
lion  or  $3.61  per  share.  Return 
equity  has  averaged  over  20%  sii 
1963.  Growth  prospects  are  excell 
as  industry  strives  to  conserve  ws 
and  energy,  reduce  operating  expend 
keep  equipment  on-line  and  impn 
end  product  quality  through  Nalco  programs.  Expanded  mana 
ment  structure  concentrates  company  efforts  on  existing 
emerging  markets. 

 K 


Moran  Energy  Inc. 

A  rapidly  growing  domestic  energy 
company  with  operations  in  oil  and 
gas  exploration  and  production  as  well 
as  onshore  and  offshore  contract  drill- 
ing, Moran's  earnings  in  1980  in- 
creased 210%  to  $12.2  million  on  rev- 
enues of  $67.1  million. 


Mi  ll  AA1  DM  IUJ«s 
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National  Distillers  & 
Chemical  Corporation 
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A  leader  in  petrochemicals,  oleochei 
cals,  liquor,  wines  and  metals,  ND< 
experienced   a   satisfactory  year 
1980.  After  charges  equal  to  87  cenl 
share  resulting  from  shutdown  of 
Bridgeport  brass  mill  and  loss  on 
sale  of  Beacon  Manufacturing,  ND1 
reported  net  income  of  $103.3  mill, 
or  $2.96  a  share  and  sales  of  $2.( 
billion.  Chemicals,  liquor,  wine 
associated  companies  operations  all  showed  increased  eamir 
The  common  dividend  was  increased  for  the  eighth  time  in  sei 
years  to  $2.20  annual  rate.  NYSE  symbol  is  DR. 
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Morrison-Knudsen 
Company,  Inc. 

Net  income  of  Morrison-Knudsen  has 
increased  at  an  average  annual  rate  of 
21%  since  1971,  reaching  $30.6-mil- 
lion  or  $3.50  per  share  in  1980.  "M-K" 
provides  worldwide  engineering,  con- 
struction and  project  management  ser- 
vices, in  addition  to  building  commer- 
cial and  Naval  ships,  developing  com- 
mercial real  estate  and  mining  coal  on 
a  contract  basis.  Contract  backlog  at 
1981  yearend  was  $2.6-billion. 
(NYSE-MRN) 
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A year  ago,  New  England  Electric 
System  introduced  NEESPLAN- an 
action  plan  do signed  to  accomplish 
two  key  ompj:  reduce  reliance  on 
foreign  oil  from  73  percent  to  10  per- 
cent or  less  ot  our  energy  needs;  and 
keep  our  customers'  electric  energy 
costs  to  a         cwilitewl  with 
reliable  electric  service.  This  annual 
report  describes  our  efforts  during 
1980  to  achieve  these  goals. 
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New  England  Electric 
System 

Dividends  have  been  increased  6  tin 
in  the  last  5  years  by  this  unifl 
electric  utility  holding  company.  NB 
is  expanding  its  oil  and  gas  explorat: 
operations  and  implementing  a  ma 
coal  conversion  program.  In  additii 
we  have  developed  NEESPLAN- 
blueprint  for  the  energy  future 
signed  to  reduce  foreign  oil  use  to* 
percent  of  our  energy  needs  and 
keep  customers'  costs  to  a  minimu 
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Newpark  Resources, 
Inc. 


Results: 

1980  1979 
|000  omitted  except  per  share  amts) 
Revenues  $186,000  $117,221 

Net  Earnings  12,041  6,240 

EPS.*  1.11  .68 

Average  Shares  Outst  •       10,872  9,234 
"Fully  diluted  and  adiusted  for  2-for-l  split  on 
10/15/80. 

Business:  Provides  services  and  prod- 
ucts used  in  oil  and  gas  exploration  and 
production,  including  preparation  of 
ng  sites,  sale  and  rental  of  downhole  tools,  sale  of  tubular 
lies,  and  production  and  distribution  of  drilling  fluids. 
ed:  NYSE  under  ticker  symbol  "NP." 
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Northwest  Energy 
Company 


..^  8*. 


Year  Ended  December  31,  1980 
Operating 

Revenues  Net  Income  Per  Share 
$1.3  billion  $51,300,000  $3.23 
Northwest  Energy  Company,  through 
subsidiaries,  supplies  natural  gas  to 
seven  western  states,  is  operating  part- 
ner for  the  group  which  will  construct 
the  Alaskan  section  of  the  Alaska 
Highway  Pipeline  Project,  seeks  to  de- 
velop Rocky  Mountain  natural  gas  and  oil  reserves  and  operates  an 
underground  coal  mine  in  Colorado. 
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Niagara  Share 
Corporation 


A  diversified  publicly  traded  invest- 
ment company  whose  primary  objec- 
tive is  growth  of  capital  from  invest- 
ments in  domestic  and  foreign  corpo- 
rations. Superior  long-term  record. 
Directly  managed  by  its  officers  and 
directors,  who  are  substantial  share- 
holders. Shares  are  eligible  for  Keogh 
and  Individual  Retirement  Trusts. 
52nd  Annual  Report  includes  invest- 
policy,  distribution  options  and  investment  results.  Listed 
YSE. 
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Numac  Oil  &  Gas  Ltd. 

An  independent  oil  and  gas  exploration 
company  operating  primarily  in  West- 
ern Canada  and  also  in  the  United 
States.  In  addition,  has  significant  in- 
terests in  the  rich  Midwest  Lake  ura- 
nium discovery  in  Saskatchewan,  the 
20-billion  barrel  Surmont  heavy  oil 
property  in  Alberta  and  in  the  Mac- 
kenzie Delta.  The  Company  is  also 
involved,  to  a  lesser  extent,  in  oilfield 
construction,  real  estate  and  minerals 
exploration. 
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NICOR  Inc. 

NICOR  engages  in  oil/gas  exploration, 
development  and  contract  drilling;  in- 
land barging;  operation  of  offshore  ser- 
vice vessels;  marine  repairs;  develop- 
ment and  mining  of  coal  and  other 
mineral  reserves,-  gas  distribution;  and 
other  energy  activities.  Net  income 
rose  16%  to  $101.4  million  on  rev- 
enues of  $1.7  billion  in  1980.  Earnings 
per  share  were  $5.00.  May  1,  1981 
quarterly  dividend  increased  6%  to  71$ 
per  share.  NYSE:  GAS 
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Ohio-Sealy  Mattress 
Manufacturing  Co. 

Ohio-Sealy  Mattress  Manufacturing 
Co.,  one  of  Forbes'  "up-and-comers," 
has  a  strong  record  of  sales  and  earn- 
ings growth  and  a  1 0-year  compounded 
annual  dividend  growth  rate  of  33.5 
percent — 14  dividend  increases  in  11 
years.  1980  sales  were  a  record  $52 
million,  net  earnings  were  8.2  percent 
of  sales.  First  quarter  1981  sales  rose 
25  percent,  net  earnings  60  percent, 
earnings  per  share  82  percent. 
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North  American 
Royalties,  Inc. 

With  Oil   and   Gas  Division  nine- 
month  revenues  and  operating  income 
exceeding  those  of  the  entire  1980  fis- 
cal year,  this  115-year-old  company 
achieved  significant  increases  for  the 
three  quarters  ended  Jan.  31,  1981.  In 
addition  to  oil  and  gas  exploration  the 
company  manufactures  grey  iron  cast- 
ings, principally  for  the  automotive  in- 
dustry. Net  mcome  for  fiscal  1980: 
nillion,  or  $2.51  per  common  share,  on  sales  and  revenues  of 
million.  Listed  on  the  American  Stock  Exchange  and  the 
:c  Stock  Exchange.  Symbol:  NAR. 
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Overseas  Shipholding 
Group,  Inc. 


OSG  is  the  only  publicly  owned  com- 
pany engaged  exclusively  in  bulk  ship- 
ping in  both  the  U.S.  and  worldwide 
markets.  In  1980,  the  company's  net 
income  exceeded  $79  million.  Since 
1971,  with  continuing  emphasis  on 
medium  -  long-term  chartering,  OSG's 
fleet  has  increased  from  1.1  million  to 
over  5.9  million  deadweight  tons.  Dur- 
ing this  period,  per  share  earnings  have 
grown  at  a  compounded  annual  rate  in  excess  of  20%.  OSG's 
strong  financial  condition  and  market  prospects  are  detailed  in  the 
1980  Annual  Report.  (NYSE,  PSE:  OSG) 
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Pacific  Power  &  Light 
Company 

Revenues  from  electric,  coal  and  tele- 
phone operations  were  $975,433,000, 
up  25.6%;  Net  income— $133,866,000, 
up  19%;  Earnings  per  Share — $2.53,  up 
7<t;  Dividends — $2.04  per  share,  up  9<t. 
Subsidiaries  contributed  40%  of  oper- 
ating income. 
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Penril  Corp. 


Penril  Corp.,  headquartered  in  Rc 
ville,  Md.,  manufactures  high  techi 
ogy  electronic  and  consumer  au 
equipment  at  profit  centers  in  5  stj 
and  Switzerland.  Record  1980  eami 
were  $1.35/share  (1,324,884  weigh 
average  shares),  $1,783,405,  compa 
to  $1.10/share,  $1,453,169  in  15 

1980  revenue  of  $33,333,828  increa 
47%  from  $22,691,797  in  1979.  Fi< 

1981  first  six  month  revenue  and 
earnings  were  up,  compared  to  the  first  half  of  fiscal  1980,  wit 
current  annualized  revenue  rate  approaching  $40  million.  C 
dividends  have  been  paid  for  6  consecutive  years  and  the  1' 
yield  increased  20%  over  1979. 


Panhandle  Eastern 
Pipe  Line  Company 


Panhandle  Eastern  in  1980.  Record  lev- 
els of  net  income  and  earnings  per 
share  made  1980  a  banner  year  for 
Panhandle  Eastern,  a  diversified  energy 
company  engaged  in  natural  gas  trans- 
mission, oil  and  gas  exploration  and 
production,  contract  well  drilling  and 
coal  mining.  Net  income  was  up  24 
percent  and  has  grown  at  a  compound 
rate  of  22  percent  over  the  last  five 
years.  Consolidated  capital  expenditures  are  budgeted  at  more 
than  $800  Million,  the  highest  in  the  Company's  history. 
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Peoples  Energy 
Corporation 

Diversified  Chicago-based  energy  cc 
pany  with  subsidiaries  engaged  in  r 
ural  gas  transmission  and  distributi 
oil  and  gas  exploration  and  devel 
ment,  contract  drilling,  and  coal  rr 
ing  and  marketing.  Total  assets  of  $ 
billion.  Cash  dividends  paid  each  c 
secutive  quarter  since  1939.  Curr 
annual  rate  $3.08.  Listed  New  Y' 
and  Midwest  Exchanges.  Ticker  s> 
bol:  PGL. 


Pennsylvania  Power  & 
Light  Company 


Pennsylvania  Power  &  Light  Company 
(PP&L)  supplies  electricity  to  about  1 
million  homes  and  businesses  over  a 
10,000-square-mile  area  in  central  east- 
ern Pennsylvania.  PP&.L  has  a  strong 
generating  capacity  and  fuel  position. 
It  is  a  net  supplier  to  the  PJM  Intercon- 
nection, one  of  the  world's  largest 
power  pools.  Quarterly  dividends  on 
common  stock  were  increased  from  53 
cents  to  56  cents  beginning  with  the  April  1,  1981,  dividend. 
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Perry  Drug  Stores,  ln< 

Net  earnings  in  first  fiscal  1981  quai 
ended  Ian.  31  were  $1,623,000,  up  4l[ 
on  a  sales  increase  of  49%.  Four  a; 
lysts  have  estimated  total  1981  ea 
ings  in  a  $1.85  to  $2.15  per  sh 
range.  We  earned  $1.51  per  share 
1980.  Perry  has  retail  operations 
Michigan,  Metropolitan  Chicago,  1 
nois,  Nebraska,  Oklahoma  and  Tex 
The  present  total  of  98  units  is  up  fr< 
66  a  year  ago. 


Pennwalt  Corporation 


Pennwalt  Corporation,  headquartered 
in  Philadelphia,  is  a  diversified,  world- 
wide manufacturer  of  chemicals, 
health  products  (pharmaceutical  and 
dental]  and  specialized  precision  equip- 
ment. The  company's  pharmaceutical 
business  includes  such  consumer  prod- 
ucts as  Desenex®  athlete's  foot  medi- 
cation, Allerest®  hay  fever  remedy  and 
Sinarest®  sinus  headache  medicine. 
Earnings  in  1980  were  $4.20  per  share 
on  sales  of  $1.2  billion.  The  annual  dividend  rate  is  $2.20  per 
share.  Pennwalt  has  paid  regular  dividends  on  its  common  stock 
since  1863,  the  second  longest  dividend-paying  record  of  any 
industrial  company  on  the  New  York  Stock  Exchange. 
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Where  big  investors  congregate 

The  corporate  stockholdings  of  the  averaj 
Forbes  subscriber  is  $386,540.  People  wi 
portfolios  of  that  size  are  getting  something  o 
of  Forbes  that  they  get  nowhere  else.  A  reque 
for  several  of  these  annual  reports  could  t 
helpful  to  you,  if  you'd  like  to  number  yourse 
among  these  affluent  readers. 
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Phoenix  Resources 
Company 

Phoenix  Resources  Company  explores 
for  and  produces  natural  gas  and  crude 
oil,  Phoenix,  headquartered  in  Oklaho- 
ma City,  conducts  operations  in  16 
states,  four  Canadian  provinces,  the 
Canadian  Arctic,  Egypt,  and  the  Neth- 
erlands North  Sea.  Phoenix  Resources 
Company's  stock  is  traded  on  the  Na- 
tional Over-the-Counter  market,  NAS- 
DAQ symbol  PHRCB. 
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Public  Service 
Company  of 
New  Mexico 


PNM  provides  electric  service  to  about 
V2  of  New  Mexico's  population.  Com- 
paring 1980  to  1979,  electric  sales  in- 
creased 8.9% ;  total  operating  revenues 
rose  14.8%  to  $280,516,000;  earnings 
per  share  increased  13.1%  to  $3.36; 
and  generation  was  84%  coal  fired. 
Fourth  quarter  1980  dividends  in- 
creased 29%  above  the  third  quarter.  ROE  for  1980  was  14.9%.  A 
dividend  reinvestment  program  is  available. 
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Pioneer  Corporation 

Pioneer  is  a  diversified,  energy-orient- 
ed Corporation  with  1980  record  rev- 
enues of  $912  million.  Earnings  per 
share  rose  36.3%  to  reach  $2.44,  ad- 
justed for  the  December  1980  stock 
split.  In  addition  to  a  utility  division, 
subsidiaries  produce  oil  and  gas,  urani- 
um, and  natural  gas  liquids.  Others 
perform  contract  drilling,  oil  field 
equipment  manufacture  and  sales,  and 
heavy  construction  equipment  sales. 
(NYSE  symbol:  PNA) 
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Few  year*  in  the  history  of  PSL*G 
have  been  more  momentous  than  1980 
A  swiftly  changing  ode  ol  events, 
some  generated  by  outside  forces  and 
others  shaped  by  management,  had  - 
and  will  continue  to  _ 
have  -  a  profound    S  \  mm 
effect  on  the        J  % 
Company 


Public  Service  Electric 
and  Gas  Company 

The  nation's  third  largest  combination 
electric  and  gas  utility,  serving  ap- 
proximately 75%  of  the  population  in 
New  Jersey.  Assets  exceed  $6.7  billion. 
Over  231,000  common  stockholders 
are  currently  receiving  dividends  at  the 
rate  of  $2.44  per  share  annually. 
PSE&G  has  paid  dividends  continuous- 
ly since  1907. 
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1980 

Annual 

Report 


Premier  Industrial 
Corporation 


finer 
jstrial 
proration 

O Record  earnings  posted  in  1980  for 
12th  straight  year: 
•  Earnings  per  share  up  47%  on  23% 
gain  in  operating  revenues 
•  Return  on  equity  hits  30.5% 
Financial  strength  a  Premier  hallmark: 

•  Working  capital  up  30% 

•  Current  ratio  3.5  to  1 

•  Seven  dividend  increases  since  1975 
Premier  (NYSE:  PRE)  develops  and  dis- 

s  repair  and  maintenance  products  for  the  electronics, 
rial  and  fire-fighting  markets. 
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Puget  Sound  Power 
&  Light  Company 

Puget  Sound  Power  &  Light  Company 
is  a  principally  hydro-based  electric 
utility  serving  an  area  of  more  than  1.3 
million  people  in  western  Washington 
State,  primarily  in  the  Puget  Sound 
region.  Puget  Power  has  paid  regular 
quarterly  cash  dividends  on  its  com- 
mon stock  since  1943. 
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Prime  Computer,  Inc. 

Prime  Computer  grew  75%  last  year, 
achieving  sales  of  $268  million.  Net 
income  was  $32  million,  almost  double 
the  previous  year,  while  return  on 
stockholders'  average  equity  topped 
35%  for  the  fourth  consecutive  year. 
Prime's  six  year  compounded  annual 
rate  of  growth  in  sales  has  been  88%. 
Prime  Computer  manufactures,  sells 
and  services  general  purpose  computer 
systems  for  principal  world  markets. 
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Raymond  international 
Inc. 


A  leading  worldwide  engineering  and 
construction  company  that  has  pro- 
jects underway  in  39  countries.  The 
company's  activities  include  design, 
engineering  and  construction  services, 
the  installation  of  foundations,  marine 
heavy  construction,  and  the  fabrica- 
tion and  installation  of  offshore  pro- 
duction platforms.  In  1980,  Raymond 
had  revenues  of  $653  million  and 
earned  over  $6  million.  NYSE  Symbol:  RII. 
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R.J.  Reynolds 
Industries,  Inc. 


Revenues  in  1980  of  $10.35  billion,  net 
earnings  of  $670.4  million,  and  earn- 
ings per  share  of  $6.12  marked  the 
1 1th  consecutive  record  year  since  the 
formation  of  R.J.  Reynolds  Industries 
in  1970.  The  dividend  rate  was  in- 
creased to  $2.40.  In  the  past  5  years, 
sales  and  revenues  have  increased  at  a 
16%  compound  rate,  while  net  earn- 
ings have  risen  15%  compounded,  and 
return  on  average  common  stockholders'  equity  has  averaged 
18.4%.  R.J.  Reynolds  is  an  international  corporation  with  major 
interests  in  tobacco,  energy,  food  and  shipping.  NYSE  trading 
symbol:  RJR.  103 


Santa  Fe  Industries, 
Inc. 


In    1980   Santa   Fe   Industries,  1 
achieved  record  results  for  the  n 
consecutive  year.  Revenues  increal 
25.8  percent  to  $3.2  billion  and 
income    increased    32.5  percent 
$301.8  million  or  $10.42  per  shJ 
Santa  Fe  Industries  is  engaged  in  tra 
portation,  including  The  Atchison,  " 
peka  and  Santa  Fe  Railway,  natijl 
resources,  forest  products  and  real 
tate  and  construction.  NYSE  sym 
SFF 
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St.  Regis 


Record  net  earnings  of  $170.5  million 
were  achieved  by  St.  Regis  on  revenues 
of  $2.8  billion  in  1980,  a  year  of  testing 
economic  conditions.  Dividends  on 
the  common  stock  were  raised  for  the 
eighth  consecutive  year,  and  good 
progress  was  made  on  the  current  ma- 
jor expansion  program  in  printing  pa- 
per, kraft  paper,  and  newsprint.  St. 
Regis  is  an  integrated  forest-based 
products  enterprise,  international  in 
scope,  which  owns  or  controls  5.97  million  acres  of  timberland  in 
North  America. 
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Saxon  Industries,  Inc 


Saxon    Industries,    Inc.  concentra 
upon  serving  the  growing  demand 
paper  arid  paper-related  products,  of 
ating  in  three  distinct  but  compati 
areas  of  business.  Paper  and  Pa, 
Products — printing  and  industrial 
pers,  disposables,  envelopes  and  sc 
control  films.  Business  Products — pj 
tocopiers   and   supplies.  Advertis 
Specialties — graphic  arts  products,  p 
miums,  and  business  gifts  .  .  .  Sa> 
serves  more  than  150,000  customers  internationally.  Sales 
1980  were  a  record  $709,600,000  compared  with  $648,?90(C 
MM  for  1979. 


Salem  Corporation 

Salem  Corporation  designs,  engineers 
and  installs  capital  equipment  for  the 
metals,  carbon,  coal,  coke  and  related 
industries.  This  equipment  is  based 
upon  state-of-the-art  technology  devel- 
oped by  Salem  to  provide  increased 
productivity,  pollution  control  and  en- 
ergy conservation.  These  features  have 
been  incorporated  into  metals  heating 
furnaces,  metal  strip  processing  ma- 
chinery, coal  cleaning  facilities  and 
coke  ovens. 
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Sigmor  Corporation 


Sigmor  Corporation  reported  the  ml 
profitable  year  in  the  company's  hia| 
ry  in  1980  as  revenues  increased  7\ 
to  reach  $1.3  billion.  Net  income  ml 
than  doubled  to  reach  over  $48  ra 
lion,  while  on  a  per  share  basis,  i 
earnings  rose  to  $3.59.  Sigmor, 
nation's  largest  independent  gasol 
retailer  with  600  outlets  in  18  stateg 
also  engaged  in  refining,  explorat] 
and  production,  petrochemical  tru 
ing,  pipe  distribution,  metal  fabrication  and  radio  broadcasting 
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Sanders  Associates 


Net  Sale  (Mil) 

EPS 

1980 

281 

$2.65 

1979 

164 

2.37 

1978 

146 

2.00 

1977 

149 

1.56 

1976 

170 

1.29 

Sanders  Associates  is  a  leading  produc- 
er in  the  defense  electronics  and  com- 
puter graphics  markets.  Sanders  has 
been  a  leading  supplier  of  electronic 
warfare  systems  for  over  25  years. 
S.mders  is  the  world's  leading  producer  of  refresh  stroke  graphic 
displays,  and,  through  the  recent  acquisition  of  CalComp,  is  a 
major  producer  of  graphic  plotters  and  other  computer  graphic 
equipment. 
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Guideposts  to  the  future 

To  a  large  extent,  any  company  seeking 
interest  prospective  investors  has  to  stand  c 
past  performance.  Annual  reports  are  record 
of  this  performance.  If  you  are  looking  for 
source  of  future  earnings,  look  into  these  r 
ports. 
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Southwest  Airlines 

Southwest  Airlines  provides  single- 
class  high  frequency  air  service  charac- 
terized by  low  fares  and  convenient 
departures  to  cities  in  Texas  and  to 
New  Orleans,  Oklahoma  City,  Tulsa 
and  Albuquerque.  Southwest  concen- 
trates on  short-haul  markets  stressing 
high  levels  of  aircraft  utilization  and 
employee  productivity.  In  1980,  South- 
west's  10th  year  of  operations,  it 
achieved  the  highest  operating  profit 
of  any  major  domestic  airline.  Return  on  average  stock- 
equity  has  been  in  excess  of  30%  for  the  last  seven  years. 
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Tenneco  Inc. 

Continued  success  in  exploring  for  en- 
ergy helped  Tenneco  earn  record  net 
income  of  $726  million  in  1980,  up  27 
percent  over  1979.  While  energy  oper- 
ations contribute  more  than  three- 
fourths  of  Tenneco's  income,  the 
Company  is  diversified  into  seven  oth- 
er profitable  business  lines.  That's 
Tenneco  today:  growing  in  energy  .  .  . 
and  more. 
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Sparton  Corporation 


Record  fiscal  1980  net  sales  and  oil  and 
gas  revenues  -  $100,948,402  (up 
20.75%).  Net  income  -  $2,298,520. 
Shareowners'  equity  -  $32,021,261  (up 
fmttH  2.9%).  No  long  term  debt.  Continuous 
dividends  since  1963.  Two-for-one 
..,.!i^5?.  sPut  (effected  as  100%  stock  dividend) 
paid  Oct.  31,  1980.  Sparton's  oil  and 
gas  subsidiary  increased  discounted 
proved  developed  reserves  to 
$29,850,000  in  1980,  up  from 
502,000;  oil  and  gas  properties  carried  at  $6,502,000.  (NYSE) 
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Texas  Air  Corporation 

Texas  Air  Corporation,  the  holding 
company  for  Texas  International  Air- 
lines and  newly  formed  New  York  Air, 
earned  $4.7  million  in  1980.  Revenues 
increased  24%  to  $291  million  and  net 
worth  rose  to  $90  million.  Texas  Air 
sold  $40  million  of  convertible  deben- 
tures during  1980  and  New  York  Air 
issued  and  sold  1.8  million  common 
shares  in  February  1981. 
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Steelmet,  Inc. 


Steelmet,  Inc.  had  record  sales  for  the 
second  consecutive  year.  Sales  in- 
creased 17%  to  $368,348,000.  Net  in- 
come was  $4,636,000  or  $2.13  per 
share.  Return  on  invested  capital  was 
21.6%.  Steelmet  purchases,  segregates 
and  processes  secondary  or  scrap  met- 
als. The  Company  is  the  leading  pro- 
cessor of  secondary  stainless  steel  and 
nickel  alloys  in  the  world  in  addition 
to  processing  ferrous,  non-ferrous  and 
temperature  alloys.  Its  principal  sales  activities  are  in  the 
:d  States,  Europe  and  the  Far  East. 
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Texasgulf  Inc. 
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A  diversified  natural  resources  com- 
pany, Texasgulf  in  1980  achieved  the 
highest  sales  and  earnings  in  its  histo- 
ry. Sales  were  $1.1  billion,  up  38% ,  and 
earnings  rose  to  $325.6  million,  up 
138%.  Total  assets  passed  $2  billion 
for  the  first  time.  Texasgulf  finds,  de- 
velops and  produces:  chemicals,  in- 
cluding phosphates,  sulphur,  potash, 
and  soda  ash;  metals,  including  copper, 
zinc,  silver,  gold,  lead,  tin  and  cadmi- 
in  ore  concentrates  or  refined  metal  form;  and  energy,  includ- 
oil,  gas  and  coal. 
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Teleflex  Incorporated 


Despite  recessions  in  two  of  its  tradi- 
tional markets — automotive  and  ma- 
rine, Teleflex  Incorporated  continued 
its  five-year  record  of  increasing  rev- 
enues and  earnings  during  1980.  Rev- 
enues climbed  to  $79.0  million  from 
$68.8  million  in  1979,  a  gain  of  15%. 
Net  income  rose  to  $4.76  million  from 
$3.87  million,  a  gain  of  23%.  Earnings 
per  share  increased  to  $1.57  from 
$1.29,  adjusting  for  a  two-for-one  stock 
in  December.  Results  reflect  a  continued  strengthening  of 
ical  portions  of  the  company's  business  in  aerospace,  coat- 
and  medical,  and  a  redeployment  of  assets  away  from  those 
energy  sensitivity. 
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Tiger  International 

Tiger  International  is  a  major  transpor- 
tation company  with  1980  revenues  of 
$1.6  billion.  Its  subsidiaries  include 
Flying  Tigers,  the  world's  largest  air 
cargo  carrier;  North  American  Car,  one 
of  the  nation's  most  innovative  railcar 
service  companies;  Hall's  Motor  Tran- 
sit, a  major  U.S.  trucking  company;  and 
TigerAir,  a  growing  international  avi- 
ation service  and  supply  company. 
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Toledo  Edison  Company 

The  Toledo  Edison  Company  is  a  public 
utility  engaged  primarily  in  the  genera- 
tion, transmission,  distribution  and 
sale  nt  electric  energy  in  Toledo  and 
Northwestern  Ohio,  covering  an  area  i  >i 
2,500  square  miles,  with  an  estimated 
population  of  750,000.  1980  marked  the 
58th  conseeutive  year  of  dividend  pay- 
ments, with  dividend  increases  in  eight 
out  of  the  last  ten  years. 
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United  Energy 
Resources,  Inc. 

United  Energy  Resources, 
achieved  record  levels  in  net  _inco| 
earnings  per  share  and  operating  : 
enues  for  the  sixth  consecutive  yeal 
1980,  net  income  was  $165.5  mill 
on  operating  revenues  of  $4.1  bill) 
compared  with  net  income  of  $11 
million  on  $3.1  billion  in  opera) 
revenues  in  1979.  Per  share  earning 
1980  were  up  40%  over  1979. 
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Transamerica 
Corporation 


Transamerica  is  a  diversified,  multi- 
industry  company  with  activities  in 
three  primary  areas:  financial  services 
(insurance,  consumer  lending  and 
equipment  leasing),  travel  and  enter 
tainment  services  (air  travel,  car  rental 
and  movie  distribution),  and  manufac- 
turing of  precision-engineered  prod- 
ucts. The  company  had  its  fifth 
straight  record  year  in  1980,  as  income 
from  operations  reached  $240  million  on  revenues  of  $4.4  billion. 
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United  Technologies 
Corporation 

With  record  sales  in  1980,  this  dive 
fied,  high-technology  corporat 
moved  up  to  become  the  ninth  larj, 
U.S.  manufacturing  company.  On  s« 
of  $12  billion,  net  income  was  $] 
million.  The  company's  best-knc: 
products  include  Pratt  is.  Whitney 
craft  jet  engines,  Carrier  air  conditi 
ers,  Otis  elevators,  and  Sikorsky  helic 
ters.  Its  new  annual  report  is  one  of 
simplest  issued  by  a  maior  corporatit 
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The  Travelers 

The  Travelers  is  one  of  the  world's 
largest  financial  institutions,  providing 
security  for  individuals,  families,  busi- 
nesses and  other  organizations.  It 
writes  every  principal  form  of  insur- 
ance and  offers  a  broad  array  of  pen- 
sion and  investment  services.  1980 
revenues  of  $8.8  billion  produced  oper- 
ating income  of  $8.63  per  share.  At 
year-end,  assets  were  $21.6  billion; 
shareholders'  equity  was  $2.6  billion 
and  life  insurance  in  force  reached  $106  billion.  In  January,  1981, 
the  annual  dividend  rate  was  increased  16.1%  to  $2.88. 
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Utah  Power  &  Light  & 

We  sit  atop  some  of  the  world's  gril 
est  reserves  of  low-sulfur  coal.  In  IS 
it  fueled  the  turbines  for  94%  of 
electricity  we  generated.  Our  ll 
earnings  increased  from  $2.05  to  $2 
per  share.  Dividends  paid  increasec 
1980  for  the  17th  consecutive  y« 
Our  current  annual  dividend  rate 
$2.00  per  share. 
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Tyler  Corporation 


materials,  trucking 
rate:  $.55  per  share. 


ind 


For  Tyler  Corporation  (NYSE),  1980 
was  the  tenth  consecutive  year  of  rec- 
ord sales  and  profit  performance.  Fully 
diluted  earnings  per  share  (before  an 
extraordinary  charge)  increased  5%  to 
$2.46,  setting  fiveryear  and  ten-year 
compound  growth  rates  of  16%  and 
23%,  respectively.  At  19.8%,  return  on 
shareholders'  equity  exceeded  18%  for 
the  tenth  successive  year.  Dallas-based 
Tyler  competes  in  the  fields  of  building 
industrial  explosives.  Annual  dividend 


Talk  is  cheap. 
But  this  investment  information  is  fre 

Before  you  act  on  someone  else's  investme 
advice,  make  sure  you  have  all  the  facts.  Sei 
for  your  free  annual  reports  from  the  ma 
prestigious  corporations  that  appear  in  tr 
section.  These  reports  can  provide  you  wi 
much  of  the  background  information  needi 
for  sound  investment  decisions. 
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VF  Corporation 

VF  Corporation,  a  worldwide  apparel 
manufacturer  with  25  consecutive 
years  of  increased  sales,  higher  Earn- 
ings Per  Share  in  22  of  last  25  years, 
and  a  sound  balance  sheet,  had  record 
sales  of  S634  million  in  1980,  Earnings 
Per  Share  of  $5.15  and  is  paying  divi- 
dends of  $2.00  per  share.  VF  compa- 
nies are:  Lee  (western,  work  and  lei- 
sure apparel);  Vanity  Fair  (women's  in- 
timate apparel)  and  Kay  Windsor 
len's  dresses  and  casual  apparel).  NYSE  symbol  VFC. 
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WASHINGTON 
NATIONAL 
CORPORATION 
1980  ANNUAL 
REPORT 


Washington  National 
Corporation 

March  6,  1981:  Washington  National 
Corporation,  with,  assets  in  excess  of 
$3  billion  and  life  insurance  in  force  of 
nearly  $18  billion,  announces  its  fifth 
straight  year  of  record  earnings.  The 
indicated  annual  dividend  was  raised 
to  $1.08,  marking  a  five  year  com- 
pounded growth  of  15.2%.  In  addition, 
a  3-for-2  stock  split  was  declared. 
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Van  Dorn  Company 

New  potential  looming  with  molding 
machines  to  make  half-liter  plastic 
bottles  for  beverage  industry.  Annual 
report  describes. 

Net  Inc. 
(Mils.) 


Western  Bancorporation 


1980 
1979 
1978 
1975 
1970 


Sales 
(Mils.) 
$172.4 
193.6 
178.7 
99.9 
73.8 


I  Interstate  Bancorp 
f  interstate  Bancoro 

t  Interstate  Bancom 

I  intorKtsttn  ttannrtm 

1-  fnf^M^I'k^  O^fwwn 


$6.1 
9.1 
7.9 
2.8 
1.8 


EPS 
$2.01 
3.02 
2.64 
.94 
.74 


Annual 
Div. 
$1.00 

.92 
.75 
.36 
.24 


109-year  old  balanced  company  pro- 
g  plastic  injection  molding  machinery  and  special  and  gener- 
e  containers.  10-year  dividend  growth  rate,  15%.  New  plants 
apacity  for  growth  in  aluminum  cans  for  processed  foods. 
,926  shares  out.  NYSE/VDC. 
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WBC  ranks  9th  in  assets  and  5th  in 
profits  (2nd  from  domestic  operations 
alone)  among  U.S.  banking  companies. 
At  $233.4  million  for  1980,  earnings 
have  set  new  highs  for  5  years  in  a  row. 
In  return  on  assets  and  on  equity,  WBC 
led  the  15  largest  U.S.  bank  holding 
companies  in  1980.  At  $1.79  a  share, 
WBC's  1980  dividends  paid  were  up 
14.0%  over  1979,  the  5th  increase  in 
four  years.  WBC  banks  operate  nearly 
900  domestic  offices  in  450  communities,  including  the  21  largest 
metropolitan  markets  and  all  major  port  cities  in  1 1  western  states. 
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western  Bancorporation 
Western  Bancorporation 


sales  were  $114.6 
per  share,  an  8%  increase  over  1979 


Varlen  Corporation 

Varlen — one  of  the  largest  OEM  manu- 
facturers of  railroad  anchors  for  track 
maintenance;  cushioning  devices  for 
freight  cars;  rebuilds  crankshafts,  re- 
conditions/sells locomotives,  locomo- 
tive parts;  agricultural  components; 
metals  for  bindery  industry;  fabricates 
assemblies  for  furniture  manufacturers, 
lawn/garden  products;  constructs, 
erects  steel  storage  tanks,  equipment 
for  petroleum,  chemical  industries, 
million,  earnings  were  $7.0  million  or 


The  Williams 
Companies 
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The  Williams  Companies'  record  net 
income  of  $139  million  in  1980  dou- 
bled that  of  the  previous  year,  funds 
provided  from  operations  of  $287  mil- 
lion increased  46  percent  and  return  on 
average  stockholders'  equity  of  16.2 
percent  was  up  from  9.6  percent.  Wil- 
liams is  a  leading  fertilizer,  energy  and 
metals  company. 
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•ecade  of  Growth 

970,  Forbes'  subscribers  owned  corporate 
k  with  average  holdings  of  $119,792.  By 
0,  their  average  holdings  had  grown  to 
6,540.  Perhaps  they  found  their  growth 
ks  through  the  free  annual  reports  offered 
le  Forbes  yearly  annual  report  advertising 
ions.  Send  for  your  reports  today. 


Zero  Corporation 


Zero  Corporation  reported  compound- 
ed earnings  in  excess  of  23%  annually 
for  the  last  five  years.  Fiscal  1981  will 
represent  the  eighth  consecutive  rec- 
ord year  for  revenues,  earnings  and 
return  on  shareholders  equity.  The 
company  increased  cash  dividends 
eleven  times  since  1974.  Zero  is  a 
leading  manufacturer  of  enclosures  and 
packaging  for  the  fast  growing  elec- 
tronics and  computer  industries.  It  also 
produces  the  Zero  Halliburton  line  of  quality  aluminum  luggage 
and  camera  cases. 
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These  Advertisers  Are  Offering  You 
Their  Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the- adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1.  AMP  Incorporated 

2.  Alcan 

3.  Allis-Chalmers  Corporation 

4.  American  Electric  Power 

5.  American  General  Corporation 

6.  American  Medical  International,  Inc. 

7.  American  Quasar  Petroleum  Co. 

8.  AMETEK,  Inc. 

9.  Baldor  Electric  Company 

10.  Bendix  Corporation 

11.  Beneficial  Corporation 

12.  Brush  Wellman  Inc. 

13.  Bucyrus-Erie  Company 

14.  CPT  Corporation 

15.  CSX  Corporation 

16.  Callahan  Mining  Corporation 

17.  Carson  Pirie  Scott  &  Co. 

18.  Central  Reserve  Life  Corporation 

19.  Chesebrough-Pond's  Inc. 

20.  Chieftain  Development  Co.  Ltd. 

21.  Clarion  Petroleums  Ltd. 

22.  Clark  Oil  &  Refining  Corporation 

23.  Colt  Industries  Inc 

24.  Community  Psychiatric  Centers 

25.  Consolidated  Freightways,  Inc. 

26.  Consolidated  Natural  Gas  Company 

27.  Countrywide  Credit  Industries,  Inc. 

28.  Cronus  Industries,  Inc. 

29.  Crum  and  Forster 

30.  Dart  &  Kraft,  Inc. 

31.  Dennison  Manufacturing  Company 

32.  Digicon  Inc. 

33.  Duro-Test  Corporation 

34.  Eaton  Corporation 

35.  EDO  Corporation 

36.  A.G.  Edwards  &  Sons,  Inc. 

37.  Evans  Products  Company 

38.  Ferro  Corporation 

39.  Fisher  Foods,  Inc. 

40.  FlightSafety  International,  Inc. 

41.  Fort  Howard  Paper  Company 

42.  Fuqua  Industries,  Inc. 

43.  GTE 

44.  Galveston-Houston  Company 

45.  Gannett  Co.,  Inc. 

46.  Gearhart  Industries,  Inc. 


47.  Genstar  Limited 

48.  Georgia-Pacific 

49.  Golden  Triangle  Royalty  &  Oil,  Inc. 

50.  Gould  Inc. 

51.  W.R.  Grace  &  Co. 

52.  Grow  Group,  Inc. 

53.  Gulf  Energy  Corporation 

54.  Frank  B.  Hall  &  Co.  Inc. 

55.  Harsco  Corporation 

56.  The  Heritage  Foundation 

57.  HON  INDUSTRIES 

58.  INA  Corporation 

59.  Industrial  National  Corporation 

60.  Interlake,  Inc. 

61.  InterNorth,  Inc. 

62.  Iowa  Beef  Processors,  Inc. 

63.  Iowa  Electric  Light  and  Power  Company 

64.  Iowa  Resources  Inc. 

65.  Ivaco  Inc. 

66.  JWT  Group,  Inc. 

67.  Jannock  Limited 

68.  Joy  Manufacturing  Company 

69.  Kidde,  Inc. 

70.  Knight-Ridder  Newspapers,  Inc. 

71.  Koppers  Company,  Inc. 

72.  Lifemark  Corporation 

73.  Long  Island  Lighting  Co. 

74.  Marion  Corporation 

75.  Masco  Corporation 

76.  Matrix  Corporation 

77.  Media  General,  Inc. 

78.  Moore  McCormack  Resources,  Inc. 

79.  Moran  Energy  Inc. 

80.  Morrison-Knudsen  Company,  Inc. 

81.  The  L.E.  Myers  Co.  Group 

82.  Nalco  Chemical  Company 

83.  National  Distillers  &  Chemical  Corporation 

84.  New  England  Electric  System 

85.  Newpark  Resources,  Inc. 

86.  Niagara  Share  Corporation 

87.  NICOR  Inc. 

88.  North  American  Royalties,  Inc. 

89.  Northwest  Energy  Company 

90.  Numac  Oil  &  Gas  Ltd. 

91.  Ohio-Sealy  Mattress  Manufacturing  Co. 

92.  Overseas  Shipholding  Group,  Inc. 


93.  Pacific  Power  &  Light  Company 

94.  Panhandle  Eastern  Pipe  Line  Comp; 

95.  Pennsylvania  Power  &  Light  Compai 

96.  Pennwalt  Corporation 

97.  Penril  Corp. 

98.  Peoples  Energy  Corporation 

99.  Perry  Drug  Stores,  Inc. 

100.  Phoenix  Resources  Company 

101.  Pioneer  Corporation 

102.  Premier  Industrial  Corporation 

103.  Prime  Computer,  Inc. 

104.  Public  Service  Company  of  New  Me: 

105.  Public  Service  Electric  and  Gas  Con 

106.  Puget  Sound  Power  &  Light  Compar 

107.  Raymond  International  Inc. 

108.  R.J.  Reynolds  Industries,  Inc. 

109.  St.  Regis 

110.  Salem  Corporation 

111.  Sanders  Associates 

112.  Santa  Fe  Industries,  Inc. 

113.  Saxon  Industries,  Inc. 

114.  Sigmor  Corporation 

115.  Southwest  Airlines 

116.  Sparton  Corporation 

117.  Steelmet,  Inc. 

118.  Teleflex  Incorporated 

1 19.  Tenneco  Inc. 

120.  Texas  Air  Corporation 

121.  Texasgulf  Inc. 

122.  Tiger  International 

123.  Toledo  Edison  Company 

124.  Transamerica  Corporation 

125.  The  Travelers 

126.  Tyler  Corporation 

127.  United  Energy  Resources,  Inc. 

128.  United  Technologies  Corporation 

129.  Utah  Power  &  Light  Co. 

130.  VF  Corporation 

131.  Van  Dorn  Company 

132.  Varlen  Corporation 

133.  Washington  National  Corporation 

134.  Western  Bancorporation 

135.  The  Williams  Companies 

136.  Zero  Corporation 
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Faces 

BehindThe  Figures 


Kdited  by  Jefferson  ( Jrigsby 

How  many  engineers 
can  you  hire? 

ve  taken  a  big  bite,"  says  Fluor 
.  Chairman  J.  Robert  Fluor.  He's  not 
ng:  If  Fluor's  $2.65  billion  cash  and 
;  offer  for  St.  Joe  Minerals  goes 
lgh,  Bob  Fluor  will  wind  up  running 
1  billion  company,  a  quantum  leap 
:e  that  he  concedes  would  be  impos- 
in  his  main  business, 
e  nation's  second-largest  engineer- 
ind  construction  company,  whose 
lues  this  year  should  be  well  over 
llion,  has  been  looking  to  diversify 
natural  resources  for  years.  Bob 
got  his  chance  when  St.  Joe  came 
ng  for  a  white  knight  after  an  un- 
ily  $2  billion  tender  offer  by  Sea- 
Co.  Ltd. 

igram,  of  course,  may  be  heard 
again,  but  Fluor's  offer  seemed 
l  it  anyway.  "There's  no  way  we 
t  hire  enough  engineers,"  Fluor 
to  absorb  his  bulging  cash  flow, 
h  was  around  $200  million  last 
and  potential  antitrust  conflicts 
ruled  out  acquiring  other  engineer- 
rid  construction  companies, 
tat  about  St.  Joe  Chairman  John 
:an,  who  was  breathing  fire  over  the 


Seagram  acquisition  offer  only  a  week  or 
so  earlier?  Being  acquired  isn't  so  bad 
after  all,  Duncan  has  concluded — it  all 
depends  on  who  the  acquisitor  is.  Says 
he:  "It  seems  to  me  we've  got  the  best  of 
all  worlds." 

There  are  a  lot  of  possibilities  with 
Fluor,  says  Duncan.  "We  could  joint-ven- 
ture with  some  of  their  clients — China, 
for  example,  which  wants  to  modernize 
its  coal  business.  Fluor  has  been  talking 
to  them,  and  we  might  be  able  to  market 
Chinese  coal.  These  are  farfetched 
things,  maybe,  but  this  is  the  type  of 
synergism  I  think  we  could  certainly 
get." — Nick  Galluccio  and  Steven  Flax 

Interested  observer 

Surely  nobody  in  American  business  is 
watching  Poland's  crisis  more  closely 
than  Occidental  Petroleum  Chairman 
Armand  Hammer,  who  has  an  important 
sulfur  deal  hanging  in  the  balance. 

Oxy's  Hooker  Chemical  division  badly 
needs  sulfur,  a  l<:ey  fertilizer  ingredient, 
and  Poland  needs  hard  currency  to  devel- 
op some  of  its  extensive  deposits.  So 
several  months  ago,  Hammer  negotiated 
a  joint  venture  with  the  Polish  govern- 
ment. Poland  will  put  up  its  sulfur  prop- 
erties, while  Oxy  and  possibly  some  part- 
ners will  furnish  as  much  as  $200  million 
in  hard  currency  to  develop  the  mines. 

So  far,  Hammer  says,  the  Polish  crisis 
hasn't  affected  the  deal.  "Our  people 
have  been  working  right  along,  testing 
reserves  and  dealing  with  transportation 
problems,"  he  says.  In  fact,  he  says,  he 
hopes  to  sign  a  definitive  agreement  later 
this  year. 


Will  Russia  invade  Poland?  Hammer 
says  talks  last  fall  with  Communist  Party 
chief  Leonid  Brezhnev  and  Polish  party 
chief  Stamslaw  Kania  convinced  him  the 
Russians  have  no  intention  of  doing  so. 
Hammer  knows  a  lot  about  the  Russians 
(Forbes,  Apr.  28,  1980),  but  he  had  better 
be  right;  an  invasion  could  clobber  his 
Polish  deal  just  as  the  post-Afghanistan 
U.S.-U.S.S.R.  deep-freeze  has  clouded  his 
20-year,  $20  billion  chemical  exchange 
deal  with  the  Soviets.  Under  that  agree- 
ment, signed  in  1973,  Oxy  was  selling 
the  Soviets  phosphoric  acid,  a  critical 
fertilizer  chemical,  in  exchange  for  Rus- 
sian ammonia,  potash  and  urea.  Al- 
though Oxy  is  still  buying  Soviet  chemi- 
cals for  hard  cash,  it  hasn't  been  able  to 
sell  the  Russians  phosphoric  acid  since 
Jimmy  Carter  imposed  the  trade  embar- 
go last  year. — John  Merwin 

Landing  on  his  feet 

When  Colin  M.  Marshall,  former  execu- 
tive vice  president  of  Norton  Simon,  ab- 
ruptly resigned  in  February,  it  raised  im- 
mediate speculation  that — like  many  an- 
other departed  Norton  Simon  executive — 
he  had  left  under  pressure  from  David  Ma- 
honey,  the  conglomerate's  hard-driving 
chief  executive. 

Marshall,  47,  denies  that.  And  his  new 
post  is  hardly  a  step  down.  On  Apr.  6  he 
took  over  as  deputy  chief  of  Sears  Hold- 
ings, Ltd.  (no  connection  with  Sears, 
Roebuck).  A  $3.5  billion  London-based 
holding  company  deriving  much  of  its 
income  from  footwear,  Sears  Holdings — 
like  Norton  Simon — is  in  a  number  of 
consumer-oriented  businesses. 


rt  Fluor  of  Fluor  Corf). 

to  do  with  the  cashflow. 


<  Occidental's  Armand  Hammer 
Keeping  an  eye  on  Poland. 


Marshall  of  Scars  Holdings 
Out  in  the  nick  of  time. 
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Another  Tenneco  Venture: 


Exploring  the  Gulf  of  Mexico. 

We  'hit'  a  .625  average  in  wildcat 
drilling . . .  great  in  any  league. 


During  1980  Tenneco  drilled  24  wildcat  explor- 
atory wells  in  the  Gulf  of  Mexico. .  .and  dis- 
covered oil  or  gas  in  15  for  a  batting  average 
of  .625!  This  is  far  above  the  industry  success 
ratio  of  about  one  "hit"  in  five  attempts. 

For  20  years  Tenneco  has  been  among 
the  leaders  in  exploring  for  energy  beneath 
the  Gulf  of  Mexico,  and  today  ranks  among 
the  top  three  energy  companies  in  natural 
gas  production  in  this  area.  The  Company  is 
continuing  its  aggressive  Gulf  exploration  pol- 
icy. During  1980  Tenneco  acquired  18  new 
federal  tracts  at  a  cost  of  over  $200  million. 
Several  were  among  the  most  sought-after 
blocks  offered.  In  addition,  the  Company  paid 
$19  million  for  interests  in  state  tracts  off 
Texas  and  Louisiana. 

Tenneco  is  also  active  in  other  offshore 
areas.  The  Company  is  one  of  the  few  to 
have  found  oil  and  natural  gas  in  the  Balti- 
more Canyon  off  New  Jersey,  and  holds 
promising  leases  in  the  Georges  Bank  area 
off  New  England  and  in  the  Beaufort  Sea 
off  Alaska. 


Onshore  Tenneco  added  more  than 
400,000  acres  of  exploratory  land  in  1980, 
and  now  holds  more  than  6.2  million  acres  in 
the  U.S.,  both  onshore  and  offshore.  The 
Company  is  also  actively  exploring  non- 
conventional  sources  of  energy  such  as  oil 
from  shale  and  gas  from  coal. 

All  of  this  activity  reflects  the  Company's 
basic  strategy  of  increasing  its  search  for  the 
domestic  energy  our  country  needs.  During 
1981  Tenneco  plans  to  invest  over  $1.5  billion 
in  energy  projects,  more  than  double  the  prof- 
its of  the  entire  corporation  in  1980.  And  to 
keep  the  "hitting"  average  high! 

Although  energy  contributes  more  than 
three-fourths  of  Tenneco's  income,  the  Com- 
pany continues  to  provide  other  basic  needs, 
like  food,  construction  and  farm  equipment, 
chemicals,  ships,  automotive  components, 
packaging,  and  insurance. 

That's  Tenneco  today:  growing  in  energy 
...and  more. 

For  more  information  about  Tenneco.  write  to  Dept  F-2 , 
Tenneco  Inc.,  PO.  Box  2511,  Houston,  TX  77001. 


Scars  Holdings  has  just  entered  the 
U.S.  shoe  business  with  the  $100  million 
acquisition  of  Butler's  Shoe  Corp.,  an 
Atlanta-based  shoe  retailer  with  over  500 
outlets. 

Whatever  Marshall's  reasons  for  leav- 
ing Norton  Simon,  it  was  apparently  at 
the  right  time.  In  January  the  company 
reported  a  22%  decline  in  profits,  mostly 
due  to  the  weak  performance  of  Avis, 
one  of  Marshall's  two  main  responsibil- 
ities. Avis,  like  its  major  competitor, 
Hertz,  has  been  hurt  by  less  travel  and  a 
weak  used-car  market.  Some  analysts 
now  forecast  a  24%  drop  in  Avis'  profits 
for  the  year,  with  earnings  up  only  mod- 
estly for  Hunt-Wesson  Foods — Mar- 
shall's other  main  job.  The  offer  from 
Sears  Holdings,  says  the  London  native, 
"made  me  look  at  where  I  stood  at  Nor- 
ton Simon." — Carol  E.  Curtis 

Is  anybody  getting  rich? 

David  Stockman  reportedly  hands  them 
out  like  jellybeans.  Ronald  Reagan  gives 
them  to  his  friends.  White  House  tie 
clips?  Presidential  cuff  links'  No — copies 
of  social  philosopher  George  Gilder's 
new  book,  Wealth  &  Poverty. 

Published  a  few  months  ago,  the  book 
is  popular  with  the  public,  too;  so  far  it 


has  sold  more  than  100,000  copies,  un- 
usual for  a  work  on  economics. 

One  reason  might  be  that  Gilder's 
thesis  is  easy  to  understand.  America, 
he  says,  has  become  obsessed  with 
taxes,  and  with  tax  shelters.  "There  is  a 
vast  preoccupation  with  tax  shelters  in 
every  home  in  the  land  with  substantial 
earnings,"  he  says,  and  in  most  cases, 
shelters  are  a  delusion.  To  have  a  tax 
shelter,  obviously  you  must  have  a  loss. 
Better  to  decrease  taxes  themselves, 
which  are  inflationary — the  author  cred- 
its Forbes  (Nov.  15,  1976)  with  first 
writing  on  that  idea. 

Gilder,  41,  a  Harvard  graduate  now 
with  the  New  York  think  tank,  the  Inter- 
national Center  for  Economic  Policy 
Studies,  has  written  two  other  books.  He 
says  the  U.S.  has  fallen  into  the  same- 
trap  as  European  countries  where  "they 
are  just  desperately  afraid  that  some- 
where, someone  might  get  rich."  In  Swe- 
den, England  and  Denmark,  for  example, 
personal  income  taxes  are  astronomical 
while  corporations  get  off  relatively 
lightly.  The  aim  is  capital  formation, 
"but  when  you  look  at  the  capital  forma- 
tion, it  turns  out  to  be  cars  and  new  suits 
for  executives." — Alyssa  A.  Lappen 

A  sweet  little  monopoly 

It  may  still  be  reeling  from  November's 
disastrous  fire  in  Las  Vegas,  but  MGM 
Grand  Hotels,  Inc.  does  have  a  few  good 
things  to  look  forward  to.  One  is  the 
prospect  of  a  monopoly  on  casino  gam- 
bling in  Massachusetts. 

Massachusetts?  Yes:  The  state  legisla- 
ture is  considering  legalizing  gambling  in 


Sucial  philosopher  Gilder 
Limousines  through  the  loophole. 


MGM  Grand  Hotel  President  Alvin  Benedict 
Gambling  on  a  one-casino  town. 


two — and  only  two — of  Massachi 
depressed  areas — Hull,  a  seaside 
just  south  of  Boston,  and  Adams,  . 
mill  town  in  the  western  part  t 
state.  Gambling  would  still  be  ille 
the  rest  of  the  state — and  only  one  c 
would  be  permitted  in  each  town. 

In  Hull,  MGM  is  first  in  line 
company  has  signed  a  $325,000  pur 
agreement  on  a  54-  to  60-acre  site  \ 
it  plans  to  build  a  400-room  hote 
casino  if  the  legislation  passes.  So  f; 
the  first  casino  company  to  buy  pre 
there.  And,  in  Adams,  "We're  neg 
ing  for  an  option  on  a  1,164-acre 
says  MGM  President  Alvin  Benedic 

Despite  financial  crises  impose 
many  Massachusetts  municipaliti 
Proposition  2Vi  (Forbes,  Nov.  24,  i 
Massachusetts  citizens  may  nc 
quite  ready  for  the  roll  of  the 
While  Hull  residents  voted  almost 
to-one  over  three  years  ago  in  fa\ 
gambling,  in  1978  Berkshire  Cou 
except  for  the  town  of  Adams — 
in  opposition.  Perhaps  that's  wfp 
state  legislature  wants  to  start  sl« 
limiting  it  to  a  single  casino  per  t 
Whatever  the  motive,  though,  tb 
feet  will  be  to  create  a  couple  of  $ 
little  monopolies  in  Massachusetts 
Benedict  says  as  much:  "The  ke 
our  interest  is  that  we'd  be  in  a 
casino  town." — Barbara  Rudolph 

The  fund  fighter 

Attempts  to  cripple  money  market  1 
have  been  beaten  back  in  at  least 
state  legislatures.  But  the  industry  il 
out  of  the  woods  yet.  The  U.S.  Leag 
Savings  Associations,  which  repre 
4,440  S&Ls,  has  quietly  launched 
tional  campaign  "to  restrain  the 
billion  monster." 

The  metaphor  is  from  William  O' 
nell,  the  league's  chief  executive  oi 
"The  funds  will  bleed  country  bank: 
savings  associations  white  in  coi 
months  unless  something  is  done„ 
says.  O'Connell  wants  Congress  to) 
power  the  Fed  to  impose  reserve  reqj 
ments  on  money  market  funds  and 
wants  a  ceiling  on  how  much  the> 
pay.  He  also  suggests  a  requirement 
the  funds  put  a  fixed  percentage  of 
into  Treasury  securities. 

Yet  even  if  O'Connell  gets  wha 
wants,  the  problems  of  his  membi 
over  60%  of  whom  are  currently  op 
ing  in  the  red — will  not  be  solved, 
funds  make  an  easy  target,  but  the 
villain  is  inflation.  The  thrifts  nowi 
12%  or  more  for  new  money  they  ust 
get  for  less  than  6%,  and  must  use 
finance  mortgage  portfolios  yieldim 
average  9% . 

O'Connell  is  optimistic  about  his  c 
paign.  Says  he:  "Enormous  pressure: 
going  to  build  and  force  Congress  to 
action."  Maybe,  but  a  more  likely 
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nnell  of  U.S.  League  of  Savings  Associations 

lite  his  efforts,  the  "monster"  may  keep  on  growing. 


=  is  that  common  sense  and  con- 
er  opposition  will  prevail  just  as  they 
n  the  legislatures  of  Utah,  Georgia, 
ihoma  and  Arkansas,  where  the  law- 
ers  came  to  realize  that  money  funds 
small  savers  one  of  the  best  ways  to 
inflation.  If  the  funds  were  put  out 
usiness,  small  savers  would  either 
to  take  a  skimpy  5'/2%  on  passbook 
lgs  accounts  or  lock  up  their  money 
■c-month  savings  certificates  that  are 
iquid  and  currently  pay  less  than  the 
s.  Institutions  and  wealthy  individ- 
on  the  other  hand,  could  continue 
lil  down  high  yields  in  commercial 
r,  bonds  or  Treasury  bills, 
ven  that,  there  seems  no  restraining 
funds  if  O'Connell's  campaign,  as 
is  probable,  does  not  succeed.  As 
'  he  concedes:  "If  nothing  is  done, 
issets  of  money  market  funds  will 
1  $200  billion  in  a  very  short  period 
ne." — Thomas  O'Donnell 


Silver  Spirits, 
crown  jewels 

auto  business  in  general  is  a  disaster 
these  days,  but  George  Fenn,  52- 
old  chief  executive  of  Britain's 
i-Royce  Motors  (now  a  division  of 
2is  Ltd.),  expects  his  company  will 
y  set  another  record  in  1981.  To 
e  that,  Fenn  was  in  New  York  last 
th  to  introduce  two  new  four-door 
.  sedans — the  Silver  Spirit  and  Silver 
— that  will  replace  the  legendary  Sil- 
■hadow  and  Silver  Wraith,  the  best- 
lg  models  in  Rolls'  75-year  history, 
lew  models  were  introduced  last  fall 
irope  and  the  Middle  East,  and  sales 
[  are  already  up  20%.  In  the  U.S., 
are  up  30%,  with  the  impact  of  the 
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new  models,  of  course,  yet  to  be  felt. 

Fenn  is  superstitious  enough  not  to 
claim  that  Rolls  is  recession-proof. 
"That  would  be  tempting  fate,"  he 
says,  but  clearly  Rolls'  well-heeled  cus- 
tomers are  among  the  last  to  cut  back 
personal  expenditures  when  the  econo- 
my takes  a  nose-dive,  and  they  haven't 
had  to  do  that  in  memory.  What  limits 
Rolls'  sales  volume,  Fenn  explains,  isn't 
demand.  It's  the  difficulty  of  increasing 
production  of  a  car  that  takes  four 
months  to  make  without  sacrificing 
Rolls'  quality.  So,  as  it  has  in  most 
recent  years,  production  will  be  up 
maybe  7%  this  year,  to  70  cars  a  week, 
or  3,500  a  year.  "If  we  produced  more," 
Fenn  says,  "we  could  sell  them,  but  we 
couldn't  produce  them  to  our  standard 
of  quality." 

Rolls  normally  sells  40%  of  its  output 
in  the  U.K.,  mostly  to  corporations,  and 
30%  each  in  the  U.S.  and  elsewhere, 
mainly  to  individuals.  Although  it  has 
something  of  a  monopoly  in  its  narrow 
market,  Rolls  nonetheless  avoids  any 
temptation  toward  monopoly  pricing. 
That  may  seem  hard  to  believe,  however, 
considering  the  $109,000  and  $117,000 
price  tags  on  the  new  models  and  the 
$155,000  price  tag  on  its  top-of-the-line 
Corniche  convertible.  Fenn  blames  this 
on  inflation  and  the  strength  of  the 
pound,  and  insists  that,  like  other  auto- 
makers, Rolls  prices  its  products  on  the 
basis  of  costs.  Long  term,  that  has  meant 
it  has  netted  10%  on  the  sales  dollar — 
maybe  $25  million  last  year.  Besides, 
though  Rolls  may  not  have  much  auto 
competition  to  worry  about,  at  those 
prices  you're  not  competing  with  auto- 
makers, you're  competing  with  other 
claims  on  the  rich  man's  dollar — yachts, 
jewels,  swimming  pools,  racehorses. 


Own  a  bottle. 

Its  worth  the 
price  to  have  at  least  one 
thing  in  your  life  that's 
absolutely  perfect. 


Tanqueray  Gin.  A  singular  experience. 
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TIME 


Reach for 

the  gold  ring. 

The  impulse  that  prompted  man  to  reach  for  the 
great  gold  rings  of  Saturn,  the  instinct  to  explore, 
may  be  one  reason  for  mans  success  as  a  species. 

Curiously  enough,  we  do  not  take  curiosity 
very  seriously.  But  it  has  done  great 
things  for  mankind.  It  is  the  larval  stage 
of  every  great  achievement,  from  polio  vaccine 
to  space  exploration. 

One  reason  for  the  enormous  success  of 
TIME  Magazine  is  that  it  takes  intelligent  curi- 
osity very  seriously  indeed,  and  works  hard  to 
satisfy  it. 

For  instance,  consider  TIME'S  recent 
award-winning  cover  story  on  Voyager's  Saturn 
adventure.  To  see  the  pictures  made  one  want 
to  know  all  about  them.  And  TIME  came 
through  in  characteristic  style:  thorough, 
accurate,  readable,  memorable. 

TIME'S  ability  to  breathe  life  into  any 
subject  is  rarely  more  welcome  than  in  the  field 
of  science,  where  so  much  happens,  and  so 
much  of  it  is  hard  to  understand.  Clarifying  the 
opaque  and  the  esoteric  has  its  rewards:  some 
of  TEME's  best-selling  issues  have  been  those 
featuring  scientific  subjects,  from  sociobiol- 
ogy  and  backache  to  insect  sexuality. 

Indeed,  TIME'S  way  with  science  may 
have  been  a  harbinger  of  a  publishing 
phenomenon,  the  proliferation  of  specialized 
magazines  treating  scientific  subjects  for  the 
layman.  All  are  extensions 
of  TIME's  basic  mission:  to 
make  it  easy  to  understand 
the  things  you  need  to 
understand. 

TIME.  Millions  more 
people  read  it  every  week. 
Because  we  work  so  hard  to 
put  more  into  it. 

More  goes  into  It. 
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Faces 

Behind  The  Figure 


says  he  would  have  virtually  nc 
costs.  "I'm  probably  one  of  the  ver 
people  in  the  U.S.  who  smiles  every 
fuel  costs  go  up,"  he  says. 

Brazier  admits  sail  power  is  no  o 
answer  to  OPEC.  But  it  does  have 
cation  to  certain  areas  such  as  Lo 
land  Sound,  he  says,  or  perhaps  the 
Lakes — large,  unbridged  bodies  of 
lying  between  populous  and  indu 
areas. — Jeff  Blyskal 


George  Fenn  of  Rolls-Royce  Motors 

"We  could  produce  more,  but  not  to  our  standard  of  quality.' 


Besides  the  Spirit,  the  Spur  and  the 
Corniche,  Rolls  also  produces  the  Ca- 
margue  and  the  Bentley  Mulsanne.  But 
it's  not  a  replacement  market.  Of  the 
85,000  Rolls-Royce  motorcars  produced 
since  the  beginning  of  time,  more  than 
half  are  still  in  operation,  and  the  newest 
models  should  run  well  into  the  21st 
century.  Fuel  consumption  has  improved 
20%  over  the  past  decade,  but  only  to  1 1 
mpg  on  average.  But,  to  paraphrase  J.R 
Morgan  on  the  subject  of  yachts,  if  you 
have  to  worry  about  the  cost  of  gas,  you 
shouldn't  be  driving  a  Rolls. 

Today's  Rolls-Royce  is  descended  from 
the  aircraft  engine  combine  that  went 
bankrupt  in  1971,  but  it  remains  one  of 
the  crown  jewels  of  the  industrial  world. 
In  merging  with  Vickers,  it  is  far  from 
being  the  junior  partner  in  the  deal.  It 
may  have  contributed  only  20%  of  last 
year's  $1.3  billion  or  so  in  sales,  but  it 
easily  kicked  in  more  than  half  of 
Vickers'  net  income  and  has  already  pro- 
duced Vickers'  new  chief  executive,  Da- 
vid Plastow,  whom  George  Fenn,  a  pur- 
chasing specialist,  succeeded  as  head  of 
Rolls-Royce  Motors  last  fall.— James  Cook 

Racing  with  the  wind 

Building  a  boat  in  your  backyard  is  noth- 
ing new,  but  Greg  Brazier,  a  35-year-old 
college  administrator  is  building  one  that 
should  really  be  something:  a  70-foot 
steel  cargo  ship  to  be  equipped  with  two 
65-foot  masts  and  seven  dacron  sails. 

A  wind-powered  cargo  ship?  Brazier 
believes  so  fervently  that  his  Phoenix 
(named  after  the  mythical  bird  that  rose 
up  from  the  ashes)  will,  as  he  puts  it, 
"mark  the  rebirth  of  the  sail-powered 
cargo  hauling  industry"  that  he  has  sunk 
his  $100,000  life's  savings  into  the  proj- 


ect. Standing  in  his  cluttered  backyard 
drydock  at  East  Islip,  Long  Island,  he  lays 
out  his  reasoning:  Small  businesses  on 
Long  Island  sometimes  have  to  wait  two 
days  before  a  truck  fills  up  so  their  cargo 
can  move  out  on  the  120-mile,  three- 
hour  journey  to  New  England.  When  the 
20-ton-capacity  Phoenix  goes  into  oper- 
ation in  June,  it  will  sail  16  miles  across 
Long  Island  Sound  to  Bridgeport,  Conn, 
in  only  two  hours  and  at  rates  that  are 
25%  to  35%  cheaper  than  those  the 
truckers  now  charge. 

The  Phoenix  will  have  a  small  backup 
diesel  engine  to  keep  it  on  its  10  a.m.  and 
2  p.m.  departure  schedules  should  the 
wind  give  out,  but  even  at  that,  Brazier 


Man  in  the  middle 

Britain's  new  Social  Democratic 
spent  some  $228,000  on  publicity 
advertising  last  month  to  annourn 
founding.  The  founding  fathers 
mothers,  ex-Labourites  and  ex-Cc 
vatives,  had  only  about  $182,000  i 
coffers.  Clive  Lindley,  chairman  c 
SDP's  finance  committee,  clearly  h 
work  cut  out.  Lindley  figures  it  wil 
at  least  $2  million  a  year  to  run  the 
and  he  wants  most  of  it  to  come 
individuals  in  order  to  avoid  too 
ties  with  either  business  or  unions 
won't  accept  money  with  condition 
A  businessman  himself  (his  priv 
held  catering  companies  last  year  j 
$1.4  million  on  sales  of  $47.9  mill 
Lindley  believes  Britain's  prob 
won't  be  met  merely  by  founding  a 
party,  even  if  it  is  successful.  To  iroi 
political  extremes  in  the  U.K.  and- 


Shipbuilder  Greg  Brazier 
$100,000  to  the  wind. 


SDP  money  man  Lindley 

In  the  center  and  in  the  red. 
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lentally — give  the  fledgling  party  a 
r  chance  of  winning  some  seats  in 
ection,  the  SDP  is  pushing  for  elec- 

reform  to  bring  about  proportional 
sentation.  That  concept,  he  says, 
strong  support  in  industry,  which 

it  almost  impossible  to  plan  for  the 
e  when  it  is  faced  with  a  complete 
:h  of  political  climate  every  three  or 
years. 

usinessmen  have  been  cured  of  their 
jsiasm  for  Mrs.  Thatcher  because  of 
has  happened  to  them,"  says  Lind- 
We're  starting  with  a  clean  sheet  of 
I  We  can  learn  from  the  others' 
ikes — and  successes." — Barbara  Ellis 

Starting  from  scratch 

more  vivid  examples  exist  of  the 
dependence  between  academe  and 
stry  than  California's  Silicon  Valley 
Massachusetts'  Route  128,  respec- 
1  nurtured  by — and  nurturing — 
ord  University  and  Harvard/MIT. 
former  NASA  executive  George 
president  of  New  York  State's  ven- 
e  Rensselaer  Polytechnic  Institute, 
ring  to  build  a  new  Silicon  Valley 
scratch. 

lure  high-technology  companies, 
57-year-old  university  has  set  aside 
00-acre  technology  park  near  the 
ius,  and  is  investing  $3  million  to 
il  roads  and  utilities.  Low  hopes  it 
)ecome  the  kind  of  laboratory  "that 
st  can't  duplicate  on  campus."  Engi- 
ng  and  physics  can  be  taught,  he 

much  more  effectively  than  their 
:ation  to  business:  "What's  very 
to  teach  is  what  it  takes  to  bring  a 
ict  to  the  marketplace." 
v,  54,  a  prewar  refugee  from  Austria 

still  speaks  with  a  soft  accent, 


Galbraith  the  Younger 

Peace  in  the  family  when  it  comes  to  the  important  things. 

graduated  from  Rensselaer  in  1948  and 
spent  27  years  with  the  U.S.  space  pro- 
gram, rising  to  head  the  Apollo  moon- 
landing  program  before  coming  to  RPI  in 
1976.  Struck  by  the  synergy  between 
Stanford  and  Silicon  Valley  during  a  visit 
there  in  1976,  he  decided  to  try  to  dupli- 
cate it  in  the  Hudson  Valley.  Two  years 
ago,  RPI  set  up  a  Center  for  Manufactur- 
ing Productivity,  persuading  Boeing, 
General  Motors  and  General  Electric  (of 
which  Low  is  a  director)  to  put  in  up  to 
$500,000  each  as  initial  sponsors. 

Students  at  the  center  work  on  manu- 
facturing problems  proposed  by  the  cor- 
porate sponsors — like  computer  simula- 
tions of  robot  work  on  production  lines. 
That  approach  grew  from  Low's  feeling 
that  top-notch  students  consider  manu- 
facturing a  bore  compared  with  the  sys- 
tems glamour  of  aerospace  and  computer 
science.  "We  want  to  make  manufactur- 
ing exciting,"  he  says.  "Now,  it  doesn't 
have  the  elitism  of  some  other  disci- 
plines, so  nobody  wants  to  go  into  it." 

What  was  it  like  for  Low  to  move  into 
the  private  sector?  "That  moon  project 
was  something  very  hard  to  come  down 
from,"  he  says.  On  the  other  hand,  "in 
the  last  five  years,  RPI  has  been  a  growth 
company.  NASA  hasn't." — Van  Wallach 


Like  father . . . 

The  sons  of  famous  fathers  sometimes 
turn  out  to  be  rebels  to  their  fathers' 
views,  but  if  you  thought  that  would  be 
the  case  with  John  Kenneth  Galbraith's 
son,  forget  it. 

When  it  comes  to  the  Reagan  Admin- 
istration's supply-side  economics,  says 
29-year-old  James  Kenneth  Galbraith, 
the  new  executive  director  of  Congress' 
Joint  Economic  Committee,  "we  share 


complete  in-the-family  harmony."  The 
harmonious  consensus:  It  won't  work. 

"Supply-side  economics  is  Keynesian- 
ism  for  the  wealthy,"  says  young  Gal- 
braith. "It's  demand-side  economics  and 
supply-side  drag"  which  won't  dramati- 
cally change  the  economic  situation. 

Galbraith  supervises  the  13  Democrats 
on  the  26-member  economic  staff  of  the 
joint  committee,  and  since  the  Demo- 
crats control  the  House  of  Representa- 
tives, he  also  has  overall  responsibility 
for  committee  administration. 

A  graduate  of  both  Harvard  (B.A.)  and 
Yale  (M.A.),  Galbraith  has  completed 
work  for  a  doctorate  at  Yale.  He  does  have 
some  areas  of  agreement  with  Reagan.  He 
has  no  major  complaints  about  the  mag- 
nitude of  the  Administration's  planned 
budget  cuts,  for  example:  "I  just  find  it 
very  easy  to  quarrel  with  the  choice  of 
targets."  In  his  opinion,  the  $52  billion 
budget  ax  is  aimed  at  spending  programs 
essential  to  the  poor,  to  business  invest- 
ments and  to  state  and  local  govern- 
ments. "The  Administration  came  up 
with  $52  billion  in  cuts  out  of  something 
like  30%  of  total  spending,"  he  says. 
"This  is  a  very  difficult  act  to  persevere." 

Can  the  committee's  Democratic  and 
Republican  members,  drawn  from  both 
House  and  Senate,  work  together?  Ac- 
cording to  Galbraith,  who  once  served  on 
the  House  Banking,  Finance  and  Urban 
Affairs  Committee  staff,  there's  broad 
agreement  on  three  items:  raising  the 
rates  of  investment,  productivity  and 
growth;  accelerating  depreciation;  and 
increasing  job  investment.  "In  princi- 
ple," he  says,  "there's  even  a  lot  of  sym- 
pathy on  the  Republican  side  for  invest- 
ments in  infrastructure  and  labor  force 
training." — Desiree  French 
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mentioning  it  to  an  agent  might  i 
prudent.  The  more  recent//ow/o  Su 
Tax  Audit  by  Mary  L.  Sprouse  (Douh 
$1 1 .95)  focuses  almost  exclusively 
audit  experience,  and  in  a  gentle 
According  to  Sprouse,  getting  aud 
really  no  big  deal — provided  you  can 
ment  what  you  have  claimed.  Tt 
course,  is  easy  for  her  to  say — she  ha 
on  the  other  side  of  the  desk  throug 
1,000  audits.  So  it  is  not  so  surpri 
and  she  makes  a  strong  case  of  it- 
courtesy  can  go  a  long  way  with  i 
auditor. 

Sprouse  also  makes  a  good  case  f 
bringing  a  representative  with  y< 
sending  one  in  your  stead,  if  yc 
called  in  for  an  office-level  audit 
reasoning:  Only  you  know  the  an 
to  the  questions  the  auditor  is  lik 
ask.  If  you  do  run  into  a  problem 
you  can  call  in  your  accountant,  en 
agent  or  tax  attorney.  And  them 
sense  in  paying  for  such  professions 
until  it  is  actually  needed.  "Witho 
necessary  receipts,  you  can  expect 
more  tax.  A  representative  isn't  go 
change  that,"  she  writes. 

On  the  other  hand,  if  you  ai 
upper-income  taxpayer,  you  mig. 
ready  be  paying  for  the  help  of  a 
needed.  (Many  professional  tax  p 
ers  are  well  accustomed  to 
through  the  audit  process  and  car 
lot  less  emotional  and  a  lot  more  p 
sional  about  the  whole  business 
you  would  be.)  Moral:  If  you  don't 
tinize  how  your  preparer  or  fin; 
adviser  does  your  return,  don't  fat 
audit  without  him  or  her,  or  si 
send  your  preparer  in  your  stead; 
are  likely  to  flub  things  on  your  c 

How  exactly  are  you  notified  i 
have  been  singled  out  for  an  audit 
IRS  can  contact  you  by  phone,  lettl 


Personal 
Affairs 


Edited  By  William  G.  Flanagan 

Turing  moments 

By  now,  let's  hope  your  tax  return 
for  1980  is  already  in  the  hands  of 
the  IRS  or  soon  will  be.  (If  not,  and 
you  need  more  time  to  file,  it's  a  snap  to 
get  an  automatic  extension.  Simply  file 
Form  4868  and  you .  get  a  two-month 
grace  period.  But,  with  the  request  for  an 
extension,  you  are  supposed  to  enclose  a 
check  for  anything  you  owe,  or  face  a 
penalty  later.  And  that,  of  course,  is  pret- 
ty tricky  if  you  haven't  figured  out  your 
tax  tab  yet.  Such  is  the  Catch-22  wisdom 
of  the  IRS.) 

With  your  return  filed,  now  the  wait- 
ing begins.  For  many,  it's  a  refund  that  is 
awaited.  For  most,  it's  an  audit  that  is 
feared.  Most  Americans  (close  to  75%) 
traditionally  overpay  their  tax  bills  and 
thus  expect  refunds.  Exactly  how  long  it 
takes  to  get  your  interest-free  loan  to  the 
government  back  depends  on  when  you 
filed.  According  to  the  IRS,  it  takes  at 
least  ten  weeks  to  get  your  refund  if  you 
file  close  to  Apr.  15.  If  you  file  earlier  in 
the  year,  the  check  will  usually  be  in  the 
mail  to  you  within  eight  weeks  unless 
there  is  something  amiss  in  processing 
your  return. 

Now  let's  examine  your  audit  chances. 
The  absolute  number  of  tax  returns  that 
are  audited  is  really  quite  small — only 
2%  or  so.  The  odds  shorten  as  your  in- 
come climbs.  Or,  if  you  are  in  a  profes- 


sion which  the  IRS  chooses  to  target  for 
one  reason  or  another.  Dentists,  enter- 
tainers, artists,  lawyers,  doctors  and  ac- 
countants have  had  more  IRS  scrutiny  in 
the  past  than  the  general  public.  Remem- 
ber, too,  some  taxpayers  are  audited  to- 
tally at  random — so  the  IRS  can  better 
sniff  out  tax  cheats,  and  arrive  at  certain 
norms  for  "grading"  returns.-  The  Tax- 
payer Compliance  Measurement  Pro- 
gram audit  is  a  killing,  item-by-item  ex- 
amination. But  the  odds  of  being  hit  are 
long  indeed — about  2,000-to-l . 

Of  course,  certain  types  of  deductions 
common  to  big  earners  automatically  in- 
vite close  IRS  scrutiny.  If  you  are  in- 
volved in  a  tax  shelter,  for  example,  and 
the  limited  partnership  shows  annual 
writeoffs  of  $25,000  or  more,  the 
chances  of  an  audit  are  about  l-in-4.  Hef- 
ty travel  and  entertainment  expenses, 
interest-free  loans  to  relatives  and  in- 
come-splitting techniques  will  also  lift 
the  eyebrows  of  many  an  IRS  auditor. 

But  the  moral  is  clear:  It's  wise  to 
expect  an  audit  sooner  or  later.  You  are 
not  likely  to  be  disappointed.  And  that 
means  being  prepared  to  document  ev- 
erything that  is  on  your  1040  and  other 
tax  forms.  Remember,  the  IRS  just  loves 
paperwork.  You  can  promise  them  any- 
thing, but  give  them  the  proof. 

In  the  past  year,  two  excellent  guides  to 
dealing  with  an  audit  were  published — 
and  both  were  written  by  former  IRS 
agents./*//  You  Need  to  Know  About  the  IRS  by 
Paul  N.  Strassels  and  Robert  Wool  (Ran- 
dom House,  $1 1.95)  is  lively  and  informa- 
tive about  how  the  IRS  wins  through  in- 
timidation. It  should  be  on  every  highf  ive- 
or  six-figure  earner's  bookshelf.  But  one 
word  of  caution:  The  authors  are  less  than 
kind  in  their  descriptions  of  a  typical  IRS 
auditor.  By  now,  it's  a  good  bet  lots  of  IRS 
auditors  aren't  crazy  about  the  book.  So 
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A  new  partnership 
has  been  launched 


£  Standard  Chartered 

SI  Bank  Limited 


TRAVELLERS 
CHEQUES 


Travellers  all  over  the  world  can  now  ben^ 
the  combined  strength  of  the  Standard  Chartei 
and  Visa,  two  great  names  who  have  joined  forces  to 
offer  travellers'  cheques  you  can  purchase  and  use  with 
confidence. 


Successful  partnerships  come  naturally  to  Standard 
Chartered,  the  London-based  international  bank  formed 


by  the  merger  of  The  Standard  Bank  and  The  Chartered 
Bank.  With  more  than  1500  offices  in  some  sixty  countries 
around  the  world,  Standard  Chartered  is  Britain's  largest 
independent  international  bank. 

Standard  Chartered/Visa  Travellers'  Cheques  are 
easy  to  buy,  honoured  the  world  over  and  immediately 
refundable  through  a  worldwide  network  of  refancL^^k 
locations.  Wherever  you  see  the  Stand^d^^^^^Bj 


|  IP 


&]  Standard  Chartered 

y  VisaTravellers  Cheques 

A  great  partnership  for  travellers  to  bank  on. 


Personal 
Affairs 

rare  ly,  in  person.  If  you  arc  contacted  in 
person,  you  are  not  required  to  admit  the 
auditors  into  your  home  or  to  talk  to 
them  at  any  length.  In  fact,  you  will 
probahly  jeopardize  your  position  (if  you 
have  any  position  to  jeopardize,  that  is) 
by  doing  so. 

By  far  the  most  common  means  of 
informing  taxpayers  that  their  returns 
are  being  examined  is  by  letter;  the  noti- 
fication will  instruct  you  to  contact  the 
auditor  within  ten  days  to  set  up  an 
appointment.  But  if  you  want  to  delay 
things,  you  Certainly  can,  despite  what 
the  IRS  says. 

If  you  fail  to'*set  up  an  appointment 
after  the  initial  aVntact,  according  to  the 
letter,  "we  have  to  act  on  available  return 
information  that  n\ay  be  incomplete." 
The  implication,  according  to  Charles 
Maxwell  Berg,  a  Beverly  Hills  tax  attor- 
ney with  Berg  &  Alltjn,  is  that  failure  to 
act  will  mean  you  wifll  owe  a  lot  of  mon- 
ey. But,  insists  Bergj  that  simply  isn't 
the  case.  f 

Failure  to  respon^  to  the  original  letter 
only  means  you  wfill  eventually  receive 
another  notice.  Tftat  one  will  show  an 
actual  assessment/You  are  urged  to  either 
sign  an  agreement  of  the  deficiency  or 
contact  the  agendy  about  the  matter.  You 
are  told  that  if  thjc  IRS  doesn't  hear  from 
you  in  30  days,  'lit  will  have  to  process 
your  case  on  tho  basis  of  adjustments 
shown  in  the  examination  report." 

If  you  still  take  no  action,  yet  another 
letter  follows.  Yo;u  will  then  be  given  ten 
days  to  reply.  ,' 

"All  of  these/letters  are  calculated  to 
intimidate  you  into  action,  yet  legally 
you  are  under  no  obligation  to  act  or  say 
anything,"  says  Berg.  The  serious  stage 
comes  when  you  receive  a  "Notice  of 
Deficiency."  That's  when  you  have  to 
pay,  period.  But  that  could  only  come  as 
long  as  a  year  or  more  after  the  initial 
contact — not  the  I0-to-30-day  intimida- 
tion periods  stated  in  the  letters. 

If  you  don't  want  to,  Berg  says,  you 
don't  have  to  act  at  all  until  that  final 
Notice  of  Deficiency  arrives.  (Of  course, 
it  may  not  be  in  your  best  interests  to 
wait  that  long — you  may  already  have 
waived  some  rights — but  that  is  the  peri- 
od of  time  you  can  legally  stall  before  you 
must  pay.) 

But  note.  You  may  be  tempted  to  put 
things  off  in  the  hope  the  Internal  Rev- 
enue Service  will  "lose  your  audit."  This, 
alas,  is  about  as  rare  as  an  auditor's  send- 
ing you  flowers. 


Moving  events 

It's  traumatic  enough  to  change  loca- 
tions because  of  your  job,  but  when 
you  throw  in  the  possibility  of  real 
economic  loss — despite  increases  in  sala- 
ry and  benefits — it's  not  surprising  that  a 
lot  of  companies  are  having  a  hard  time 
relocating  employees. 

Yet,  while  the  number  of  executive 
moves  is  down,  move  some  must.  And 
that  means  the  company  doing  the  mov- 
ing has  to  come  up  with  a  lot  more  cash 
to  make  the  move  worthwhile.  Not  in 
salary  or  fringes,  but  in  outright  moving- 
related  outlays. 

According  to  Homequity,  the  na- 
tion's largest  relocation  firm — which 
last  year  handled  30,000  household 
moves  for  nearly  400  corporate  cli- 
ents— the  cost  of  moving  a  family  of 
four  a  distance  of  1,000  miles  now  to- 


tals $34,000.  That  is  up  from  $20,500 
for  a  transfer  only  two  years  ago,  a 
staggering  increase  of  70%. 

If  you  are  being  transferred,  or  are  con- 
sidering relocation,  here's  what  you  can 
expect  the  company  to  pay  for  the  move 
(or  what  you  should  bargain  for  before 
accepting  the  move).  Figures  are  aver- 
ages, of  course. 

•  The  initial  trip  to  the  site  to  meet 
the  new  boss  and  make  a  quick  tour  of 
the  housing  available:  $375. 

•  The  search  to  look  for  a  home  at  the 
new  location  (with  spouse  along,  of 
course):  $1,900. 

•  Temporary  living  accommodations 
for  you  and  your  family  until  new  home 
is  ready  for  occupancy:  $2,300. 

•  Interest  on  the  bridge  loan  that's  re- 
quired to  make  a  down  payment  on  the 
new  house:  $720. 

•  Cost  of  selling  the  old  home  (includ- 
ing the  services  of  an  agent  such  as 


Homequity):  $1 1,900. 

•  Shipment  of  household  goods:  %'. 

•  Expenses  while  traveling  to  nc 
cation:  $500. 

•  Interim  living  for  family,  just 
furniture  arrives:  $235. 

•  Incidental  costs  of  new  homt 
chase  (points,  closing  costs,  etc.):  SI 

•  Miscellaneous  allowance  to 
such  items  as  appliance  hookups 
drapes,  carpet-laying,  pet  care  (in  a 
nel),  driver's  license,  etc.:  $2,650. 

•  Interest  differential  between 
vious  lower  mortgage  rate  and  new 
er  one  (based  on  a  three-year  reiml 
mcnt  period):  $7,300. 

Offset  of  income  taxes  created  b 
tain  moving  expense  reimburser 
that  boosted  the  taxpayer  into  a  r 
tax  bracket  for  one  year:  $1,465. 
member,  most  moving  expense: 
credited  to  you  by  the  company  as  s 
income;  it's  up  to  you  to  deduct  m< 
those  expenses.  But  your  gross  salar 
be  upped,  meaning  a  higher  overa 
rate  on  nonmoving-related  income. 

Obviously,  companies  have  ha 
consider  just  about  everything  in 
suading  employees  to  move.  Yet  th 
still  considerable  resistance,  mej 
companies  may  have  to  increase  tl 
ducements  even  more. 

Robert  Kunish,  president  of  1 
equity,  ticks  off  three  obvious  re. 
why  transfers  are  turned  down.  Firs 
scarcity  of  mortgage  money.  Seconc 
prohibitive  cost  of  switching  from  a 
interest  to  a  high-interest  mortgage 
third,  spouses  may  be  unwilling  to 
up  their  jobs  or  change  careers. 

There  are  other,  subtler,  reasons 
says  Kunish.  For  one  thing,  transf 
have  a  hard  time  accepting  the  fact 
their  homes  may  be  worth  less  right 
than  they  were  only  a  short  time 
during  the  peak  of  the  housing  ma 
And  they  want  comparable  or  b 
housing  at  their  new  locations  wit 
any  additional  financial  burden — of 
very  hard  thing  to  do. 

People  who  are  transferred  alsoi 
that  they  are  forced  into  a  weak  bar, 
ing  position  when  they  are  selling 
homes,  because  they  cannot  wait  fa 
best  offers.  Finally,  people  being  t: 
ferred  perceive  the  cost  of  living  wi 
higher  at  the  new  location  than  at 
old  one,  even  if  that  is  not  the  case. 

Kunish  feels  that  companies  sh 
tread  very  carefully  when  broachinj 
subject  of  a  move  with  a  valued  em] 
ee,  and  emphasize  what  they  will  c 
ameliorate  the  shift.  "Potential  tran 
ees  cannot  always  see  the  intent 
behind  an  employer's  relocation  pc 
and  the  difficulties  in  administerii 
during  such  unstable  economic  cri 
tions.  The  transferees  resent  what 
consider  to  be  unfair  demands  or  i 
equate  assistance." 
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QKrdg 

ould  it  be  that  almost  a  million 
senior-level  executives  never  got 
beyond  the  seventh  grade?  In 
s  of  their  reading  speed  and  com- 
msion  level,  according  to  Xerox 
ling  Systems,  the  answer  is  yes. 

a  subsidiary  of  Xerox  Corp.,  figures 

the  typical  exec  reads  only  250 
s  per  minute  with  70%  compre- 
ion.  He  spends  15  hours  a  week 
ting  some  1  million  words  just  to 
|  day-to-day  decisions.  That's  why 

brought  out  a  speed-reading  kit 
d  "Speed  Reading  Self-Taught"  con- 
tig  reading  material  and  instruc- 

you'll  need  to  double  or  even  qua- 
le your  speed  in  ten  hours — with 
er  comprehension.  As  the  name 
;sts,  it  is  not  a  course  requiring 
:s  of  classroom  attendance  or  reli- 

on  electronic  aids  for  speed-read- 
rhe  time  and  place  to  study  is  up  to 
The  kit  helps  you  develop  a  strate- 
ays  an  XLS  spokesman,  "to  know 
you're  reading  and  then  decide 
her  you  should  pursue  it  further." 

came  up  with  the  kit  after  ten 
i  of  group  training  sessions  for  ex- 
ves  of  Forbes  500  companies, 
e  is  also  a  package  designed  for 
)anies.  Minimum  order  is  ten  kits, 
more  information,  write  to  Speed 
ing  Self-Taught,  Xerox  Learning 
:ms,  One  Pickwick  Plaza,  Green- 
,  Conn.  16830.  Cost  is  $80. 

Blighty  bound? 

ondon's  hotels  come  in  three  dis- 
tinct categories:  excellent  and  ex- 
pensive; mediocre  and  expensive; 
Ireary  and  expensive.  Ergo,  the  best 
ften  jammed  (include  the  Ritz,  the 
;ley,  Claridge's,  the  Connaught,  Inn 
he  Park,  the  Dorchester,  Carlton 
:r,  Grosvenor  House,  the  Inter-Con- 
ital)  and  the  Savoy  Hotel. 
:quent  visitors  to  London  might 
ider  joining  a  new  club  open  to 
:s  at  nominal  membership  ($100  an- 
[y  for  individuals,  $500  for  corpora- 
).  St.  James's  Club  is  small  (46  suites 
itudios),  geared  to  executive  travel- 
Telex,  direct-dial  phones,  chauf- 
d  Rolls  available)  and  reasonable  by 
.ty's  standards  ($150  per  night  for 
os,  $240  to  $350  for  suites;  no  extra 
^e  for  double  occupancy).  First-time 
?rs  can  get  temporary  membership 
I  hours'  notice.  Contact  in  the  U.S.: 
rt  Reid  Associates,  1270  Avenue  of 
Lmericas,  New  York,  N.Y.  10020. 
r  long  stays,  or  if  your  company  has 
gh  traffic  to  London,  you  might  con- 
a  "service  flat."  Usually  available 
iree  weeks  or  longer  at  a  time,  these 
ments  run  the  gamut  from  luxuri- 
to  barely  habitable,  though  most 
d  proclaim  themselves  "deluxe." 
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Newspaper  ads  are  risky.  Egon  Ronay's 
Lucas  Guide  19X1  ($12.95)  lists  detailed 
information  (price,  location,  style  of  ac- 
commodation, amenities  and  a  rating 
system — up  to  three  crowns)  on  22  estab- 
lishments renting  740  furnished  apart- 
ments for  periods  of  up  to  a  year.  Ronay 
gives  his  best  rating  to  One  Carlos  Place. 
Weekly  rates  for  its  1 1  apartments  range 
from  $1,100  to  $4,700. 

Incidentally,  this  year  the  following 
restaurants  in  London  rate  as  Ronay's 
best:  Chelsea  Room  in  the  Carlton 
Tower;  Carrier's;  Connaught  Hotel  res- 
taurant; Interlude  de  Tabaillau;  Le  Gav- 
roche;  Ma  Cuisine;  Mirabelle;  and  La 
Tante  Claire. 


At  the  St.  James's  Club  in  London 

A  bargain  for  Yanks— by  British  standards. 


Optional  extras 

Do  the  accessories  you  add  to  a 
brand-new  car  pay  for  themselves 
when  you  resell  the  car? 
That  question  has  probably  passed 
through  the  minds  of  most  new-car  buy- 
ers, and  all  kinds  of  assurances  have 
slipped  through  the  lips  of  the  new-car 
salesmen.  But  Runzheimer  &  Co.  of 
Rochester,  Wis.,  which  compiles  all 
kinds  of  data  on  cars  for  major  fleet  oper- 
ators, recently  analyzed  the  question  for 
fleet  owners.  Alas,  the  answer  is  not  a 
simple  one.  Much  depends  on  the  car  and 
on  the  accessory. 

However,  there  are  some  rules  of 
thumb.  With  compact  and  larger  vehi- 
cles, some  accessories  are  practically 


"musts"  or  the  car  will  be  a  slow  mover 
on  the  used  car  lot  (and  will  thereby  bring 
a  lower  trade-in  price  from  the  new-car 
dealer).  At  the  very  least,  midsize  and 
large  cars  should  have  automatic  trans- 
mission, power  steering,  power  brakes, 
air-conditioning,  whitewalls  and  wheel 
covers.  In  addition,  the  appropriate  body 
paint,  special  moldings  and  deluxe  mir- 
rors will  also  add  significantly  to  the 
car's  resale  value. 

On  the  other  hand,  subcompact  cars 
fare  better  on  the  auction  block  with 
more  economical  standard  transmis- 
sions. Still,  says  Runzheimer,  they  too 
ought  to  be  dressed  up  to  look  sporty. 
And,  no  matter  what  size  car  you  are 
talking  about,  pin-striping  is  a  valuable 
sales  aid,  according  to  the  auctioneers 


What  it  costs  for  the  extras 

Here  is  what  it  will  cost  each  year  to  own  various  1981  Chevys,  equipped  with 
various  options.  All  costs  are  based  on  three-year,  60,000-mile  use.  Expenses 
include  gasoline  at  $1.60  per  gallon,  oil,  maintenance,  tires,  licensing,  depreci- 
ation, financing  and  insurance.  Costs  also  include  standard  accessories — 
power  steering,  power  brakes,  tinted  glass  and  AM  radio. 

Chevrolet  mode! 

Manual       Manual  Auto- 
trans        with  AC  matic 

 Automatic  transmission  

with       with  cruise    with  AC, 
AC          control    cruise  contr 

Impala  6-cyl 

— *         — *  $4,880 

$5,013     $4,903  $5,040 

Malibu  Classic  6-cyl 

$4,589    $4,720  4,677 

4.801       4,699  4,820 

Citation  4-cyl 

3,998      4,142  4,133 

4,289       4,154  4,307 

Chevette  4-cyl 

3,620     3,761  3,733 

3,875          — *        — * 

'Option  not  available. 

Source  Runz/ximer  &  Co 

that  Runzheimer  surveyed. 

One  veteran  auction  executive 
holds  that  a  lot  of  extras  on  luxur) 
sions  of  certain  models  pays  off.  Fc 
ample,  ordering  a  Caprice  Classic 
tilt  wheel,  cruise  control,  etc.,  will 
stantially  increase  its  resale  value  c 
standard  car. 

Figuring  out  exactly  which  access 
will  carry  their  weight  on  the  used  c 
is  a  bit  tricky.  A  1981  Chevrolet  In 
6,  for  example,  equipped  with  autor 
transmission,  air-conditioning 
cruise  control,  will  fetch  $436  ma 
resale  than  the  same  car  equipped 
only  an  automatic  transmission.  B! 
own  and  operate  those  two  options- 
conditioning  and  cruise  control- 
$160  per  year  Isee  table).  The  air-o 
tioning  affects  mileage,  of  course,, 
thus  increases  annual  operating  cos 
assuming  you  trade  in  your  car 
three  years,  it  will  cost  you  only  $■ 
total  for  the  air-conditioning  optio 
your  Chevrolet  Impala  6. 

The  same  is  true  of  an  autor 
transmission.  Over  a  three-year  pe 
a  Chevrolet  Malibu  Classic  6  will 
$264  more  to  own  and  operate  th 
similar  car  with  standard  transmis 
(because  of  mileage  difference).  Yei 
automatic  transmission  means  a  hi 
resale  price  three  years  hence — 
more.  So  the  total  cost  to  the  d 
of  having  a  less  efficient  auton 
transmission  is  actually  a  net  gai 
some  $75. 

Small  wonder,  then,  that  most  ni 
fleet  operators  opt  to  put  quite  ai 
accessories  on  their  cars.  They 
more  to  own  and  operate  each  year, 
most  of  that  cost  is  recouped  whet 
car  is  resold. 
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Hart  Schaffner  & 
Metropolitan 


An  assertion  of  personal  flair  from  the  Metropolitan  Collection.  Dacron "  polyester,  wool  and  mohair  suit. 


Hart  Schaffner  &  Marx 


36  South  Franklin  Street,  Chicago.  Illinois  60606    Hart  Services.  Inc. ©1981 


How  an  industrial  product 
from  Colt  Industries 
helps  give  a  substantial  boost 
to  American  productivity. 


The  Forbes/ Wilshire  5000  Review 


DOO 


:  Market  value  of  Wilshire  5000:: 
$1,433.2  billion  as  of  4/3/81 


500 


Wilshire  5000  Equity  Index 

All  stocks  with  daily  price  quotations, 
weighted  by  market  value   


+  1.4 


Dow  Jones  industrial  average 

The  sum  of  the  market  prices 
of  30  blue-chip  industrial  stocks 


000 


■  —  ■  .  r. — i.  - 
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Percent  change  in  last  two  weeks  - 

T 
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1980 


1981 


The  Dow  is  sending  false  signals.  It  is  now  outpacing 
lie  Wilshire — at  least  over  the  most  recent  two  weeks, 
'hat's  when  Wall  Street's  most  quoted  indicator  regular- 
!  closed  above  the  magic  1000  mark.  Sober-sided  inves- 
ts, however,  need  more  than  just  a  four-digit  Dow  to 
lei  their  optimism.  Much  of  this  recent  rise  comes  from 

spurt  in  just  one  stock,  American  Can.  Its  share  price 
imped  by  30%  in  the  wake  of  recent  divestiture  propos- 
Is.  Such  is  the  stuff  of  solid  market  advances. 

Over  the  longer  four-week  period,  however,  the  index- 
s  are  behaving  largely  as  they  did  in  1980.  The  strongest 
ains  are  coming  from  the  ASE  and  NASDAQ,  with 


NYSE  blue  chips  bringing  up  the  rear.  The  big  winners  of 
the  moment  are  companies  that  did  so  well  last  year — 
high  volatility,  high  P/E,  high  growth  issues.  One  month 
ago,  of  course,  the  trend  was  just  the  opposite. 

The  sudden  turnabout  typifies  Wall  Street's  overall  con- 
fusion. Investors  have  fast-changing  and  contradictory 
feelings  about  the  future.  One  moment  interest  rates  are 
falling  and  stocks  surge  ahead.  Two  days  later,  inflation  is 
rampant  and  stocks  collapse.  Nobody  is  really  sure  what's 
happening,  so  everybody  changes  his  mind  at  the  slightest 
provocation.  Result:  The  market  manages  a  succession  of 
short,  impressive  turns — and  never  really  moves. 


Close*up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

ASE  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

4.9 

4.4 

4.9 

9.6 

6.4 

in  last  52  weeks 

35.9 

28.4 

34.8 

55.7 

56.3 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility  * 

P/E  Multiple 

Dividend  yield 

Growth  profile  t 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

9.3 

4.9 

7.2 

6.0 

4.7 

9.0 

8.6 

6.3 

6.8 

9.0 

in  last  52  weeks 

85.7 

25.1 

86.5 

37.1 

20.8 

60.8 

69.2 

38.8 

43.0 

58.8 

\  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable. 
A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


[ote:  All  data  for  periods  ending  4/3/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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WhereThe  Action  Is 


Keep  your  eye  on  the  top  row  of  charts.  Since  1981 
began,  Wall  Street  has  been  on  the  prowl  for  new  leader- 
ship. Now,  each  of  these  groups — capital  goods,  consum- 
er durables  and  nondurables — is  posting  impressive 
gains.  What's  more,  if  the  concepts  of  technical  analysis 
are  any  guide,  trend  lines  are  robustly  bullish. 

The  solidest  performance,  of  course,  still  comes  from 


the  transportation  sector.  It  may  even  surge  above  lasf 
year's  highs:  Airlines  are  popular  once  again,  and  the 
resource-rich  rails  are  gaining  back  some  of  the  ground 
they  gave  up  when  energy  stocks  collapsed  last  year. 

That  debacle  may  be  over.  But  consider  this:  Oil  stocks 
have  performed  worse  over  the  past  52  weeks  than  any 
other  groups  except  finance  and  utilities. 


Percent  change  in  last  two  weeks 


Technology 


+75% 


■'ill  Ill  I  i  I  I  I  I  I 

'80  -81 


Consumer  durables 

+  75% 

+50 

1 

i  I  i  i  1  I  1  1 

 i  i  1 1 1  i  1 1 

i 

1 1 1 1 

'80 

'81 

Finance 

+75% 

+50 

+25 

0 



1  1  1  1  1  1  II  1  1  II  !  | 

1  1  1  1  1 

'80  1 

-81 

Consumer  nondurables  and  services 


+  75% 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


•80 


|+1.8 
i  i  I  i  i 


'81 


Raw  materials 


1-75% 


+50 


I  I  i  l  i  I  I  I  I  I  I  I  I  I  l  I  I  I  I  I  I 


'80 


I  I  I 


•81 


Utilities 


+75% 


+  50 


+25 


i  I  i  l  l  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  1  I  I  I 


'80 


"81 


Note:  All  data  for  periods  ending  4/3/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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BRINGING  IMAGINATION 
TO  THE  BUSINESS  OF  ENERGY 


Vhen  we  built  our  first  LP-gas 
ipeline  in  I960,  some  people 
nought  we  were  crazy. 

Well,  we've  been  crazy  enough 
d  grow  handsomely  in  sales  and 
avenues,  profits  and  dividends, 
very  year  since  that  first  pipeline 
/as  built. 


Today,  we're  a  uniquely  balanced 
energy  company.  Our  various  di- 
visions produce  and  market  coal, 
LP-gas,  oil,  gas  and  liquid  fertilizers. 
And  yes,  we  continue  to  expand 
and  operate  our  7,8 1 6-mile  net- 

¥>  MAPCO 


work  of  pipelines. 

In  the  next  few  years,  we  think  it 
will  take  a  certain  kind  of  company 
to  make  it  in  the  energy  business. 

It  will  take  more  than  oil  wells, 
coal  mines,  or  even  7,8 1 6  miles  of 
pipeline. 

It  will  take  imagination. 


MAPCO,  INC.  •  1800  S.  BALTIMORE  AVE.  •  TULSA,  OK,  741  19  •  SYMBOL  MDA/NYSE/MWSE/PSE 
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IN  THE  WORLD:  POLITICS,  CONSCIENCE,  CASH. 

The  business  of  nations  affects  business  among 
them.  An  act  of  social  change  can  send  ripples 
around  the  globe.  The  men  and  women  whose 
world  is  international,  require  and  demand  the 
focus  of  an  international  perspective. 


Newsweek  Inc. 


'!;<»  „///"'" 


n  f  i  *  / 1 

Michel  Folon 


Unique  to  Newsweek  International:  exclusive,  weekly  interviews, 
from  George  Ball  of  the  U.S.  to  Indira  Ghandi  of  India;  each  a  per- 
sonal perspective  on  the  events  of  today-,  a  staff  of  international 
editors  closely  attuned  to  the  impact  of  personalities  on  interna- 
tional affairs.  One  more  reason  why,  each  week,  more  than 
2,000,000  readers  in  193  countries  turn  to  Newsweek  Interna- 
tional as  the  magazine  to  fill  their  needs.  As  do  more  than  600 
advertisers.  Shouldn't  you  be  among  them  ? 


SALES  OFFICES:  New  York-  Chicago' Los  Angeles- San  Francisco- London- Amsterdam 
•  Frankfurt/ Main  -  Geneva  -  Paris-  Rome-  Hong  Kong-  Manila- Sydney-  Tokyo 
CONTACT:  Harold  L  Leddyjr.  444  Madison  Avenue.  New  York  NY  10022 
Tel  212/350-2565  Telex  RCA  23401 1 /m 420395/ WUI 620364 


A  MAGAZINE, 
NOT  AN  EDITION 


Capital  Markets 


mild  case  of  takeover  fever  is  giving  the 
ond  market  an  interesting  glow. 

WHEN  BBBS  BECOME 

AAAs 


By  Ben  Weberman 

_^mmJ~  I  What  is  nicer  than 
/f^^^^ifck      owning  Kennecott 

wm\    Corp.  common  at  26 
Ipg     when  Standard  Oil 
—  °^  Ohio  says  it  will 

V     *m      Pay  $^2  a  share  sub- 
jf      iect  to  shareholder 
j/^^Li   approval    in  May? 

■  fl  The  stock  quickly 
m  fmy    mm   I  t  uns  up  to  54.  You 

■  i!Hf  wH  more  than  double 
iur  money  overnight. 

Most  people  aren't  aware  of  it  but 
ime  of  this  excitement  spills  over 
to  the  bond  market. 
Standard  Oil  Co.  of  Indiana  took  over 
yprus  Mines  Corp.  after  offering 
ock  and  cash  in  September  1979.  At 
lat  time,  the  Indiana  Standard  debt 
as  rated  Aaa  by  Moody's  and  AAA  by 
andard  &  Poor's — the  two  services 
iat  evaluate  the  prospects  for  timely 
lyment  of  debt  and  principal.  Cyprus 
as  rated  Baa  and  BBB  by  the  agencies. 
Ratings  of  Baa  and  BBB  are  charac- 
rized  by  the  agencies  as  the  lowest 
nvestment  grade."  In  today's  mar- 
;t,  a  long-term  Baa-rated  bond  would 
ive  about  1.5%  more  interest  than 
l  Aaa-tagged  issue. 
Indiana  Standard  needed  about  a 
:ar  and  a  half  to  decide  to  stand 
•hind  the  Cyprus  debt.  When  it  did, 
e  backing  of  Indiana  Standard  raised 
e  quality  tag  on  Cyprus  credit  to 
aa.  fust  before  the  March  1981 
ove,  you  could  have  purchased  a  Cy- 
us  8V2  %  sinking  fund  debenture  due 
2001  for  58  to  yield  15.2%.  At  the 
me  time,  an  Indiana  Standard  8%% 
•benture  maturing  in  2005  was  sell- 
gat  65  V2  to  yield  13.2%. 
The  two  issues  are  not  strictly  com- 
irable,  but  it  is  safe  to  say  that  the 
yprus  obligation  was  undervalued  by 
)  or  1 1  points.  That's  the  equivalent 
a  12%  appreciation  in  price  due  to 
lange  of  rating. 


n  Weberman  is  economics  editor  of  Forbes 
igazine. 


A  potential  California  Standard- 
Amax  deal  would  link  an  Aaa-rated  oil 
giant  with  an  A-rated  metals  miner. 
In  today's  market,  the  SoCal  8%s  due 
in  2005  trade  in  price  to  yield  12.8%. 
An  Amax  9%%  debenture  due  in 
2000  carries  a  market  yield  of  14.3%. 
If  the  merger  goes  through  and  if  the 
oil  company  agrees  to  assume  the 
miner's  debt,  look  for  a  big  price  jump 
in  the  Amax  issue.  A  14.3%  bond  that 
moves  to  a  yield  of  13.2%  would  gain 
roughly  8  points. 

Of  course,  not  all  of  the  mergers 
carry  only  good  news.  When  Kraft, 
Inc.  joined  with  Dart  Industries  of 
drug  and  plastic  note,  Kraft  carried  the 
highest  rating,  AAA.  Dart,  on  the  oth- 
er hand,  held  a  so-so  rating  of  A.  The 
rating  agencies  decided  that  neither 
sector  of  the  new  company  over- 
whelmed the  other.  As  a  conse- 
quence, the  rating  was  split  down  the 
middle.  Dart's  former  debt  was  lifted 
from  A  to  AA,  while  the  AAA-quality 
obligations  of  Kraft  were  dropped  one 
notch  to  AA.  The  investor  who  pur- 
chased 13.5% -yielding  Dart  IVt.%  de- 
bentures due  in  1996  came  out  much 
better  than  the  one  who  acquired 
Kraft  6%%  obligations  maturing  in 
1996  priced  to  yield  1 1.9%. 

Because  the  return  is  so  low, 
buying  U.S.  savings  bonds  can 
be  recommended  only  for  those  who 
feel  the  need  for  forced  savings,  for  a 
long-term  automatic  savings  pro- 
gram. A  likely  increase  in  the  rate  to 
9%  from  8%  on  May  1  would  en- 
hance the  appeal,  although  at  9%,  the 
savings  bond  is  still  no  bargain.  A 
Mar.  31  auction  of  conventional  sev- 
en-year Treasury  notes  carried  an  av- 
erage yield  of  13.34%. 

As  with  all  Treasury  issues,  interest 
is  exempt  from  state  and  local  income 
taxes.  In  addition,  savings  bonds  do 
carry  a  major  benefit.  Federal  taxes  on 
interest  can  be  deferred  until  the  bond 
is  redeemed.  Hold  the  bond  until  after 
retirement,  when  income  and  tax 
rates  drop  for  most  of  us,  and  the 
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interest  can  be  accumulated  almost  as 
generously  as  with  a  Keogh  or  Individ- 
ual Retirement  Account  plan.  Howev- 
er, that  provides  scant  compensation 
at  a  time  when  you  can  buy  high- 
grade,  tax-exempt  bonds  and  get  an 
aftertax  yield  of  9%  or  better. 

There's  always  a  gimmick.  Latest 
in  the  bond  market  is  the  origi- 
nal-issue deep-discount  bond.  These 
are  not  bonds  that  go  to  a  deep  dis- 
count because  of  rising  interest  rates 
or  falling  creditworthiness  of  the  bor- 
rower. They  are  brand-new  bonds  sold 
at  a  deep  discount.  There's  been  a  lot 
of  these  lately  and  they've  sold  well. 
Here's  a  typical  one: 
In  mid-March  Transamerica  Finan- 
cial brought  to  market  $200  million 
(face  value)  in  A-plus-rated  debentures 
carrying  a  6.5%  interest  coupon.  To 
compensate  for  the  low  coupon,  the 
bonds  were  sold  for  $480.67  per 
$1,000  bond.  The  current  return  is 
13.5%;  return  to  maturity,  13.8%. 

On  the  same  day,  A-quality  Grey- 
hound Leasing  &  Financial  Corp. 
brought  to  market  $75  million  of 
14%%  10-year  notes.  The  price:  par, 
100  cents  on  the  dollar. 

Which  of  the  two  is  the  better  buy? 
Depends  on  what  you  want.  The 
Greyhound  notes  pay  a  better  return, 
and  the  market  exposure  is  a  lot  lower 
in  a  10-year  bond  than  a  30-year  bond. 
But  the  Transamerica  bond  would  not 
be  called  before  maturity  unless  inter- 
est rates  came  way,  way  down. 

The  appeal  of  the  otherwise  conser- 
vative Transamerica  bonds  is  a  specu- 
lative one.  If  interest  rates  go  way 
down,  the  bonds  should  go  way  up  in 
price,  enabling  the  holder  to  take  a 
substantial  capital  gain  well  before 
maturity.  (Don't  think,  however,  that 
there  are  any  tax  advantages  in  buying 
the  deep  discounts:  Internal  Revenue 
has  ruled  that  the  annual  increase  in 
value  from  $480.67  to  $1,000  over  30 
years  is  taxable  income,  even  though 
no  income  is  received.) 

So  the  real  tradeoff  between  the  two 
issues  is  capital  gain  potential  and  call 
protection  on  the  one  hand,  versus  a 
better  interest  rate  and  less  market 
risk  on  the  other  hand. 

Now  that  deep-discount  bonds  are 
accepted,  can  zero-coupon  bonds  be 
far  behind?  At  least  one  such  bond 
issue  has  been  placed  privately  for  a 
soft-drink  company.  An  investor 
would  pay  about  27  to  the  company  to 
receive  a  $100  par  value  bond  due  in 
30  years.  No  money  would  change 
hands  in  the  interim.  No  interest,  no 
sinking  fund.  That's  faith  for  you.  US 
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Unwind  in  this  exclusive  vacation 
hideaway  down  where  the  trade 
winds  play. 

Here  in  a  millionaire's  South  Pacific 
paradise,  you  will  escape  from  your 
hectic  executive  world  on  a  private 
resort  island  in  the  Fijis. 

Flying  to  Australia  on  business? 

This  is  the  perfect  place  to  break 
your  trip  for  a  few  days  ( or  weeks ) 
of  big  game  fishing  or  just  luxurious 
relaxation  among  the  friendliest 
natives  in  the  South  Seas. 

Diving  or  Sport  Fishing 

Our  coral  reefs  teem  with  rainbows 
of  rare  tropical  fish.  Or  fish  for  the 
big  ones  from  our  fully  equipped 
deep-sea  boats. 

Laucala's  luxury  accommodations 
and  ambience  include  tennis,  swim- 
ming, the  finest  food  and  service,  all 
in  an  exclusive  paradise  for  those 
who  can  afford  the  best. 

For  complete  details  on  rates,  trans- 
portation and  a  color  brochure, 
write: 


Noel  Douglas 

Forbes  Magazine,  60  Fifth  Avenue 
New  York,  NY  10011 


Name . 


Address. 
City  


State. 


■  Zip . 


There  is  likely  to  be  a  shift  to  a  new  set  oj 
winners  in  the  wealth-creation  sweepstakes. 

THE  LENDERS' 
REVOLT 


By  Richard  B.  Hoey 


Lenders  are  up  in 
arms  after  enduring 
40  years  of  losing 
the  purchasing  pow- 
er of  rheir  assets. 
Forty  years  ago  to- 
day, four-year  gov- 
ernment bond  yields 
were  slightly  less 
than  1%  and  Trea- 
sury-bill yields  were 
one-tenth  of  1%.  For  the  following  40 
years,  while  interest  rates  lagged  infla- 
tion, the  real  wealth  of  lenders  was 
expropriated  by  inflation,  while  many 
of  the  most  aggressive  borrowers  be- 
came multimillionaires. 

But  now  the  lenders  are  in  revolt. 
Big  institutional  lenders  are  shorten- 
ing maturities  and  demanding  a  piece 
of  the  action  in  the  form  of  equity 
kickers.  Small  savers  are  shifting  their 
funds  out  of  passbook  savings  ac- 
counts into  higher-yielding  money 
market  funds.  As  a  result,  borrowers 
are  being  forced  to  pay  much  higher 
interest  rates. 

Because  of  inflation  and  high  taxes, 
the  real  yield  to  lenders  has  been  nega- 
tive in  recent  years.  So  has  the  after- 
tax interest  burden  on  borrowers.  It's 
one  reason  we're  in  the  mess  we  are 
in:  In  an  environment  of  negative  real 
aftertax  yields  and  accelerating  infla- 
tion, it's  easier  to  build  net  worth  by 
hoarding  real  assets  than  by  investing 
in  financial  assets,  which  provide 
funds  for  productive  investment. 

Things  are  changing,  though.  Pre- 
tax real  yields  are  now  high  and  after- 
tax real  yields  are  positive  for  borrow- 
ers in  low  to  moderate  tax  brackets. 
As  marginal  tax  rates  and  inflation 
drop,  it  will  be  possible  to  prevent  a 
return  to  an  inflationary  negative  real 
yield  environment,  even  with  declin- 
ing interest  rates.  In  addition,  we  ex- 

Richard  B  Hoey  is  a  vice  president,  economist 
and  investment  strategist  at  Bache  Halsey 
Stuart  Shields. 


pect  direct  incentives  for  financial  in 
vestment  to  be  legislated  by  Congres; 
over  the  next  several  years.  With 
rise  in  real  yields  and  passage  of  law; 
to  stimulate  investment,  financial  as 
sets  may  begin  to  outperform  real  as 
sets.  That  would  be  a  sharp  break 
with  the  recent  past. 

House  prices  have  tripled  on  aver 
age  since  1967.  Someone  who  bor 
rowed  three-fourths  of  the  purchase 
price  of  his  house  in  1967  at  a  mort 
gage  rate  of  about  6.5%  has  had  ar 
increase  of  about  1 1  times  the  value  ol 
his  equity  in  the  house.  That's  much 
more  than  the  2.6  times  increase  it 
consumer  prices  over  that  period. 

In  the  meantime,  his  mortgage 
might  bring  the  lender  perhaps  65 
cents  on  the  dollar  today  if  that  lendei 
wanted  to  sell  it.  But  that's  only 
worth  about  25  cents  on  the  dollar  in 
constant  1967  purchasing  power, 
suspect  that  there  may  be  one  last 
cycle  of  house  price  inflation  as  a  re- 
sult of  reduced  construction  of  new 
homes  today  and  falling  mortgage 
rates  over  the  next  several  years. 

But  unless  the  U.S.  moves  into  hy- 
perinflation— which  we  doubt — the 
days  of  the  sure  thing  for  leveraged 
borrowers  may  finally  come  to  an  end 
in  the  next  several  years.  Currently, 
the  aftertax  mortgage  interest  rate  for 
someone  in  the  40%  bracket  works 
out  to  about  9%,  close  to  the  trend 
rate  of  inflation  in  the  U.S.  If  the 
future  rate  of  gain  of  house  prices  is 
about  the  same  as  the  aftertax  cost  of 
borrowing,  then  the  great  middle- 
class  real  estate  bonanza  may  draw 
slowly  to  a  close,  but  without  any  sign 
of  the  great  dramatic  collapse  in  home 
prices  that  the  superbears  forecast. 

All  the  major  winners  in  the 
wealth-creation  sweepstakes  in  the 
last  two  decades  were  beneficiaries  of 
accelerating  inflation:  Spot  crude  oil 
prices  increased  about  30  times,  gold 
increased  roughly  25  times  to  its  peak 
and  silver  increased  more  than  50 
times  to  its  peak. 

We  believe  that  there  is  likely  to  be 
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shift  to  a  new  set  of  winners  in  the 
;alth-creation  sweepstakes  in  the 
xt  decade.  Common  stocks  are  a 
ime  candidate.  In  the  last  20  years, 
mdard  &  Poor's  500  Stock  Price 
dex  has  only  doubled.  There's  a 
hting  chance  that  the  persistent  up- 
ird  shift  in  the  basic  inflation  rate 
11  be  halted  in  the  next  decade  with- 
t  a  cataclysmic  credit  collapse.  If  so, 
e  returns  on  common  stocks  in  the 
xt  decade  are  likely  to  be  excellent. 
So,  now  that  everyone  in  America 
ows  for  sure  that  the  smart  thing  to 
is  to  go  deeply  into  debt  to  buy 
tlation-hedge  assets,  it's  probably 
ne  to  do  the  opposite.  Inflation  ex- 
ctations  among  investors  are  gradu- 
y  shifting  from  inflationary  to  dis- 
:lationary.  This  can  be  seen  in  the 
ucture  of  the  stock  market  in  the 
it  several  months  as  oil  stocks  fell, 
lile  the  broad  market  rose.  We  con- 
tue  to  accumulate  evidence  of  this 
.inflationary  shift  in  expectations 
our  "decision-makers'  polls"  of  key 
ititutional  portfolio  managers.  For 
ample,  they  have  raised  their  esti- 
ites  of  the  odds  in  favor  of  a  bal- 
ced  budget  within  the  next  five 
ars  from  1  out  of  4  to  50-50  just  in 
i  last  six  months.  That  represents  a 
ijor  improvement. 
Despite  the  recent  advance  in  stock 
ces,  many  stocks  are  available  at  a 
)dest  valuation.  We  still  favor  the 
)d  stocks.  For  example,  Pillsbun<  (44) 
auld  earn  $6  this  fiscal  year  and 
.70  next  fiscal  year,  for  a  price/earn - 
;s  multiple  in  the  6-to-7  range.  The 
lg-term  trend  of  earnings  growth  is 
ely  to  be  near  15%. 
We  still  favor  the  Florida  bank 
>cks.  One  attractive  value  isAtlantic 
ncorporation  (20).  The  company 
med  $2.95  in  1979,  $3.28  in  1980 
d  should  earn  about  $3.70  this  year, 
ok  value  should  reach  about  $29  by 
ir-end  1981.  The  company  has  a 
iservative  loan-to-deposit  ratio, 
d  sells  at  about  5.5  times  this  year's 
imated  earnings. 

Mack  &  Decker  (18)  was  once  a  glam- 
r  stock,  with  a  sky-high  price/earn- 
;s  multiple.  But  it's  now  more  rea- 
lably  priced.  Earnings  per  share 
re  $2.14  in  the  fiscal  year  ended 
jtember  1980  and  should  drop  to 
mt  $1.75  in  fiscal  1981.  But  in 
cal  1982,  a  surge  to  approximately 

is  likely.  The  company's  short- 
on  vulnerability  to  weak  foreign 
imomies  is  offset  by  the  prospect 
.powerful  earnings  gains  thereafter, 
think  it's  a  good  buy  for  the 

ient  investor  looking  for  long- 
m  capital  gains.  ■ 


THE  LEVERAGED  BUYOUT  MANUAL 

"HOW  TO  BUY  ANY  COMPANY  WITH  OTHER  PEOPLE'S  MONEY! 


by:  Nicholas  Wallner,  Ph.D. 


Previously  available  only  at  private  seminars  costing  $350  and  more,  this  incredibly  detailed  manual  can  be  your  step-by- 
step  guide  to  finding,  screening  and  evaluating  companies  for  acquisition.  Learn  what  price  to  pay,  how  to  finance  and  how  to 
negotiate  any  sized  buyout.  Truly,  everything  you  need  to  undertake  a  sophisticated  leveraged  buyout  for  yourself,  based  on 
the  personal  experiences  of  the  author,  Nicholas  Wallner,  Ph.D.,  who  has  closed  more  than  50  acquisitions,  mergers  and 
divestitures,  as  president  of  three  publicly  traded  companies  and  as  a  private  investor.  AMR  International  calls  this  monu- 
mental work  "the  most  exciting  blueprint  for  creating  wealth  in  the  industrial  scene  in  the  past  50  years  .  .  by  one  of  the 
nation's  leading  private  buyers  in  the  field  of  leveraged  buyouts." 


The  Leveraged  Buyout  Manual  is  not  just  another 
handbook  on  mergers  and  acquisitions,  but  the  only 
complete,  comprehensive  and  authoritative  text  on 
the  specific  subject  of  leveraged  buyouts 
Written  primarily  for  private  and  corporate  buyers  who 
wish  to  capitalize  on  the  current  leveraged  buyout  boom 
of  spin-offs,  public  corporations  and  private  companies 
Learn  why  the  "buyers'  market''  of  the  1 980' s  will 
bring  lower  prices,  better  terms,  lower  interest  rates, 
more  deals,  fewer  buyers  .  .  .  and  unprecedented 
opportunities  to  do  leveraged  acquisitions 
Learn  why  rampant  inflation  makes  leveraged  buy- 
outs the  best  financing  hedge  available,  in  periods  of 
economic  dislocation,  whether  mild  recessions  or 
severe  depressions 

Find  out  why  the  leveraged  buyout  is  today's  hottest 
form  of  financing  by  sophisticated  investors,  manage- 
ment and  entrepreneurs  Dr  Wallner  chronicles  its 
growth  into  a  technique  that  makes  sense  in  an  era  of 
tight  credit  but  unparalleled  business  opportunity 
Learn  who  the  sellers  and  the  buyers  are,  and  what 
motivates  them,  why  sellers  sell,  and  when  they  sell. 
Learn  the  roles  of  third  party  lenders  and  investors, 
what  they  want  to  see  and  what  their  investment 
goals  are  in  leveraged  deals. 
A  complete,  step-by-step,  how-lo-do-it  manual  on 
how  to  organize  for.  locate,  screen,  evaluate,  price 
negotiate,  finance  and  close  a  leveraged  buyout,  from 
the  seller's,  buyer's  and  lender's  viewpoint 


The  ABCs  of  doing  leveraged  deals  for  a  beginner  or  a 
veteran  ...  for  acquiring  very  large  or  very  small 
companies  in  good  or  bad  times ...  for  any  investor, 
investment  group,  manager  or  employee  group. 
Over  770  pages  of  facts,  examples,  case  studies, 
bibliographies,  indexes,  check  lists,  proposals,  legal 
documentation,  offering  circulars,  financing  pack- 
ages, lenders  documentation,  sources  of  financing 
and  ten  leveraged  deals  analyzed  in  depth. 
Includes  lists  of  banks,  venture  capitalists,  com- 
mercial finance  companies,  insurance  companies  and 
investment  bankers  for  debt  and  equity  financing. 
At  $85.00  The  Leveraged  Buyout  Manual  may  be  the 
most  you'll  have  to  pay  out  of  your  own  pocket  to  buy 
someone  else's  company 


THE  WALLNER  COMPANY  $85.00* 

1205  Prospect  Street.  Suite  542 

La  jolla.  CA  92037.  (714)  454-1166 

'  California  resident  add  6  „  sales  tax.  $85.00  includes 

postage  and  handling.  Please  send  copies  of  The 

Leveraged  Buyout  Manual  by  Nicholas  Wallner.  Ph.D..  to: 

Name  

Address   

City  State  Zip  

Enclosed  is  my  check  lor 


or  my  □  Master  Charge  or  □  VISA  number 
10  day  satistaction  guarantee  ■  allow  2  to  3  wks  fcr  delivery 


Everybody  in  the  pool 


. . .  the  Pooled  Income  Fund  of  the 
American  Cancer  Society. 

By  participating,  you  can  accom- 
plish three  very  important  things. 
First,  you  can  receive  an  income 
for  yourself  or  any  current  or  suc- 
cessor beneficiaries.  Second,  you 
can  enjoy  some  significant  tax 
benefits  right  now.  Third,  you  can 
help  in  the  fight  against  cancer  by 
providing  long-range  support  of  the 
Society's  programs  of  research, 
education  and  patient  service. 

The  Pooled  Income  Fund  is  our 


newest  tool  to  help  thousands  of 
people  who  now  have  cancer  and 
the  many,  many  thousands  more 
who  may  develop  it. 

Find  out  how  you  can  participate 
in  the  Fund  and  the  fight  against 
cancer.  For  further  information, 
call  your  local  ACS  Unit,  or  write 
to  the  Crusade  Department  of 
the  American  Cancer  Society, 
777  Third  Avenue,  New  York, 
N.Y.  10017. 

american  cancer  society 
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Nobody  likes  to  admit  being  wrong,  and 
that  is  what  successful  commodities  traders 
must  do  on  about  six  of  every  ten  trades. 

NOT  AN  IMPOSSIBLE 
DREAM 


By  Stanley  W.  Angrist 


About  once  a  year 
my  colleague  John 
Train  writes  a  col- 
umn that  details  the 
evils  of  commod- 
ities trading.  Train 
has  concluded,  ap- 
parently based  on 
the  letters  he  re- 
ceives, that  the 
game  is  inherently 
rigged  against  everybody,  and  that  it  is 
impossible  to  win.  He  is  dead  wrong. 
But  first  let's  review  why  so  many 
people  do  lose  in  this  activity. 

The  one  strategy  that  most  fre- 
quently does  newcomers  in  is  the 
handling  of  mistakes.  In  securities 
you  can  put  your  mistakes  in  a  safe- 
deposit  box  and  no  one  but  your  ex- 
ecutor will  ever  know  what  they 
were.  Since  every  commodities  con- 
tract has  a  time  associated  with  it, 
mistakes  cannot  be  put  out  of  sight 
and  out  of  mind.  They  must  be  recog- 
nized (and  that  means  they  must  be 
realized).  Nobody  likes  to  admit  being 
wrong  and  that  is  what  successful 
commodities  traders  must  do  on 
about  five  or  six  of  every  ten  trades. 

No  one  ever  said  that  commodities 
trading  is  easy,  but  it  is  almost  a  zero 
sum  game.  That  means  that  for  every 
dollar  made  another  dollar  is  lost;  ex- 
cept for  what  drops  through  the 
cracks  to  the  broker.  (More  on  that 
later.)  That  does  not  mean,  however, 
that  for  every  trader  that  loses  a  dol- 
lar, another  trader  makes  a  dollar.  The 
commodities  markets,  in  my  opinion, 
mirror  life — the  many  to  a  large  ex- 
tent wind  up  supporting  the  few. 

A  recent  study  of  21  publicly  offered 
commodities  funds  was  done  by  the 
National  Association  of  Futures  Trad- 
ing Advisors.  It  covered  a  three-year 
period  ended  Dec.  31,  1980,  and  re- 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


vealed  that  13  of  these  21  funds  were 
profitable  over  this  period.  The  aver- 
age annual  return  to  the  investor  was 
17%.  Commissions  were  about  10% 
of  the  average  equity  of  the  funds; 
management  and  incentive  fees  were 
about  8%  of  the  average  equity.  Com- 
missions and  fees  are  considerably 
higher  than  those  normally  experi- 
enced in  securities  trading,  but  the 
average  rate  of  return  is  also  higher. 

There  is  no  doubt  in  my  mind  that 
the  majority  of  individual  commod- 


evaluated  in  depth.  Furthermore, 
ular  results  are  presented  on  th 
funds  or  pools  that  are  kept  ur 
continuous  monitoring.  So  invest 
have  access  to  an  independent  sol 
on  professional  money  managers. 

In  the  table  I  have  presented  rrac 
results  for  three  privately  mana 
pool  accounts  and  three  publicly 
fered  commodities  funds.  These  w 
chosen  from  the  ones  monitored 
Managed  Account  Reports.  In  e 
type  of  fund  I  selected  one  with 
best  12-month  performance, 
worst  12-month  performance  and  • 
near  the  middle.  All  percent 
changes  are  computed  after  the  p 
ment  of  all  commissions,  mam 
ment  and  incentive  fees. 

It  is  very  clear  from  the  hmi 
amount  of  data  presented  below  t 
not  all  managers  are  equally  skil! 
But  why  would  one  expect  them 
be?  The  19  publicly  offered  fu 
tracked  by  MAR  had  an  average 
crease  of  4.2%  in  January  1981  < 
14.2%  for  the  year  ended  Jan. 


All  managers  are  not  created  equal 


Professional  money  managers  are  able  to  do  what  most  individual  trader; 
cannot  do — put  their  emotions  aside  and  take  money  from  the  marke 
consistently.  Just  as  you  would  expect,  they  are  not  all  equally  gifted. 


Unit 

Change 

Change 

Annual 

Start 

Start 

value 

for 

last  12 

compour 

Name  of  pool 

date 

value 

1/31/81 

Jan.  1981 

months 

return 

Private  pools 

Capital  Commodity  Traders 

10/74 

$1,000 

$  5,027 

-16.1% 

+30.7% 

+29.9 

Commodity  Trend  Fund 

1/72 

1,000 

25,091 

+2.8 

+  50.7 

+43.0 

T.W.  Young  Associates 

1/78 

1,000 

4,457 

+  18.1 

+  116.8 

+64.6 

Publicly  offered  pools 

Aries  Commodity  Fund 

2/80 

1,000 

1,162 

+  2.2 

+  16.2 

+  17.8 

The  Future  Fund 

7/79 

1,000 

2,579 

+  10.9 

+65.3 

+  88.1 

Harvest  Futures  Fund  II 

2/80 

970 

508 

+0.6 

-47.6 

-50.6i 

All  (Una  (rum  Managed  Account  Reports  except  for  annual  compound  rate  of  return 


ities  traders  lose  money.  They  are  un- 
successful because  they  lack  the  disci- 
pline to  carry  out  a  successful  trading 
program.  But  the  story  is  very  differ- 
ent indeed  when  one  examines  the 
track  records  of  the  individual  profes- 
sionally managed  accounts,  pool  ac- 
counts and  publicly  offered  commod- 
ities funds.  By  and  large  these  endeav- 
ors are  profitable.  Why?  Because  their 
managers  have  the  experience  and  the 
discipline  to  manage  risk  funds  in  a 
highly  speculative  activity.  The  evi- 
dence for  this  statement  is  publicly 
available.  Managed  Account  Reports 
(200  Joseph  Square,  Columbia,  Md. 
21044)  systematically  evaluates  a 
number  of  professional  money  man- 
agers. Normally,  each  month  a  differ- 
ent manager's  fund  or  pool  will  be 


1981.  Evidence  to  date  indicates  t. 
the  privately  managed  pool  accou; 
average  profits  about  30%  higher  tf 
the  publicly  offered  funds.  This 
probably  so  because  the  private  poc 
which  are  smaller,  can  enter  and  le; 
the  markets  without  disturbing  th 
as  much.  The  computation  of  an  . 
nual  rate  of  return  does  not  mean  tl 
profits  are  accrued  in  a  nice  orde 
manner.  One  should  expect  hi 
swings  in  equity  as  a  matter  of  cour 
Trading  commodities  profitably  i 
difficult  and  demanding  enterpri 
but  it  is  far  from  impossible,  as  1 
been  stated  on  several  occasions 
this  magazine.  I  hope  that  the  e 
dence  presented  here  will  show  wl 
can  be  done  by  knowledgeable  a 
skilled  traders.  ■ 
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Setting  your  share? 


]y  1979,  the  value  of  Arab  imports  from  the  U.S.  had 
irown  to  $11  billion  from  only  $1  billion  in  1970. 


Described  as  one  of  the  most  exciting  areas  of 
consumerist  activity  in  history,  the  Arab  World 
also.sorely  needs  and  actively  seeks  arrange- 
lents  with  the  financial  and  investment  markets  in  the 
/est.  Arabic-speaking  countries  must  expand  and 
iversify  their  economies  through  business  alliances 
ith  companies  in  industrialized  nations.  They  are 
nxious  to  convert  their  oil  wealth  into  factories, 
ower,  schools,  houses,  water  resources,  improved 
griculture — in  short,  a  better  standard  of  living  for 
leir  citizens. 

Is  your  company  communicating  effectively  with  the 
lergy-rich,  affluent  countries  of  the  Middle  East? 
re  you  taking  advantage  of  the  opportunities  offered 
/  this  burgeoning  market  with  the  greatest  potential 
>r  rapid  growth  in  history?  Forbes  is  the  solution. 

'orbes  in  Arabic- 
tie  proven  communicator 

ow  you  can  discover  the  proven  effectiveness  and 
jvertising  efficiency  available  to  you  in  the  pages  of 
e  upcoming  7th  Annual  Forbes  Arabic  Issue.  Last 
?ar,  Forbes  Magazine  became  the  first  non-Arab 
jblisher  to  survey  the  readers  of  its  Arabic-language 
jblication.  For  example,  you  will  learn  in  the  study 
idings  that  98%  of  the  respondents  reported  that  the 
)rbes  Arabic  Issue  is  of  interest  and  importance  to 
em  and  that  they  want  to  continue  to  receive  it. 
Without  obligation,  the  enlightening  results  of  this 
iprecedented  survey  among  leaders  of  the  Arab 
orld  are  yours  for  the  asking. 


"<3*v 


Forbes  7th  Annual 
Arabic  Issue 


The  1 981  Arabic  issue  will  be  distributed  to  more  than 
25,000  of  the  most  important  influential  in  the  Arab 
World.  Foundation  of  the  issue  is  its  "Report  on 
American  Industry,"  which  consists  of  the  "Forbes 
Sales  500,"  the  "Forbes  Industrial  Groups,"  and  the 
"Forbes  Directory."  Together,  in  Arabic,  they  com- 
prise the  single,  most  revealing  source  of  information 
available  on  American  business.  Additionally,  Forbes 
will  rank  and  provide  important  statistical  data  on  the 
top  1 00  companies  outside  the  U.S.  In  all,  the  Forbes 
7th  Annual  Arabic  Issue  will  contain  over  1 00  pages  of 
editorial  written  specifically  to  meet  the  needs  of  those 
in  positions  of  influence  throughout  the  Arabic-speak- 
ing world. 


Details  of  advertising 
participation 

Distribution  date: 

September,  1981 

Closing  dates: 

Fractional-page  ads 

May  1 

Full-page  ads 

May  15 

Space  availabilities  and  rates: 

Back  cover 

$5,250 

Four-color  page 

4,350 

Two-color  page 

3,530 

Black  and  White  page 

3,000 

Less  than  one  page 

2,260 

(Black  &  White  only) 

Send  today  for  the  revealing  survey  of  leaders  of  the 
Arab  World  and  for  more  information  on  the  Forbes 
1 981  Arabic  Issue.  It  can  provide  you  with  the  key  to 
your  company's  trading  future  with  the  wealth  of  the 
Middle  East.  Simply  call  or  write: 

Mr.  Stephen  Nicoll 

Director  of  Advertising,  Forbes  Magazine 
60  Fifth  Avenue,  New  York,  NY  1001 1 
(212)  620-2228 


Forbes:  CapitalistTbol 


For  a  tax-deductible  fee 
and  less  than  $8  an  hour, 

you  can  take  on  a 
bright  college  business 
major  from  another  country 
for  2  to  18  months. 


Got  a  special  project  nobody 
has  time  for  that  needs  brains 
and  initiative  as  well  as  a  pair  of 
hands?  Or  want  to  give  someone 
from  another  country  on-the-job 
assessment  before  your  company 
decides  to  hire  him  or  her  back 
home?  Take  on  an  AIESEC 
college  graduate. 

For  over  30  years  AIESEC* 
has  provided  a  chance  for  inter- 
national business  training  for 
over  100,000  highly  motivated, 
articulate  and  intelligent  college 
students,  including  over  8,000 
Americans. 

They  benefit.  You  benefit— 
whether  you  are  internationally 
minded  or  not. 

Thousands  of  smart  compa- 
nies, both  domestic  and  inter- 
national, both  large  and  small,  tap 
AIESEC  brains.  Why  don't  you? 
It's  not  often  you  can  get  one  at 
such  a  bargain.  May  we  talk? 

Write  AIESEC,  622  Third  Ave- 
nue, N.Y.,  N.Y.  10017.  Or  phone 
collect:  (212)  687-1905.  Some- 
one from  one  of  our  60  offices 
around  the  U.  S. 
will  contact  you. 


*AIESEC  (Eye'sec)  stands  for  Association 
Internationale  des  Etudiants  en  Sciences 
Economiques  et  Commerciales.  In  plain 

English  that  means  International  Association 
of  Business  and  Economic  Students. 


*** 

_  N.Y  Tillies 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
NYC.  753-8450-1 


Financial  Strategy 


/  feel  that  everyone  needs  reserves,  and 
gold  has  a  place  in  those  reserves. 

GOLD:  A 
CONTRARY  VIEW 


By  John  Train 


I'm  getting  inter- 
ested in  gold  again, 
which  I  last  suggest- 
ed at  about  $170 
(Forbes,  May  1, 
1978).  As  I  men- 
tioned then,  it's  a 
speculative  football, 
which  you  should 
buy  when  people 
want  to  sell  it  to 
you — and  vice  versa.  Today  I  note  a 
remarkably  bearish  consensus  among 
the  pundits — after  gold  has  already 
dropped  40% !  One  should  be  prepared 
to  continue  buying  on  a  scale  down 
though,  should  the  price  go  on  down. 

To  be  sure,  far  more  people  own 
gold  now  than  did  in  1978,  so  another 
wild  runup  isn't  likely.  But  I  feel  that 
everyone  needs  reserves,  and  gold  has 
a  place  in  those  reserves.  Treasury 
bills  or  the  equivalent  should  be  one's 
basic  reserves,  but  after  taxes  and  in- 
flation they  often  have  a  negative  true 
return.  And  municipals,  although  tax 
free,  start  out  with  a  negative  return 
from  the  first.  Gold  keeps  up  with 
inflation  without  current  tax,  and  is 
the  only  convenient  inflation  hedge 
that  is  always  negotiable.  There  is 
something  wrong  with  every  other 
"hard"  store  of  value. 

Diamonds,  for  instance,  lose  a  good 
30%  of  their  worth  if  bought  from 
Cartier,  carried  across  the  street,  and 
resold  to  Harry  Winston.  Gold,  on  the 
contrary,  trades  with  an  extremely 
narrow  spread.  Then,  precious  stones 
cannot  be  divided  into  handy  units.  If 
there  is  real  trouble  and  you  want  to 
raise  $1,000,  it's  troublesome  to  slice 
up  your  ruby.  And  it's  very  hard  to 
determine  what  precious  stones  are 
worth,  even  if  they  are  genuine — un- 
like a  maple  leaf  or  krugerrand. 


John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  autljor  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


Works  of  art  are  an  impossible 
game  for  the  amateur.  Their  prices  an. 
whatever  a  circle  of  insiders  says  the) 
are,  and  the  buy-sell  spread  is  at  leasi 
40%.  Furthermore,  contrary  to  genet 
al  belief,  almost  all  works  of  art  de 
cline  steadily  in  real  terms  from  the 
day  they  arc  first  sold  until  they  disap 
pear  from  view  altogether. 

Land  is  fine,  but  you  can't  carry  il 
alongif  youhave  tomove  in  ahurry,  anc 
it's  all  too  easy  to  tax.  Indeed,  a  lot  ol 
people  pay  higher  taxes  on  their  houses 
than  one  paid  in  rent  in  the  old  days. 

Silver  is  too  bulky.  While  you  could 
carry  the  best  part  of  a  million  dollars 
of  gold  in  a  cigar  box,  the  same  value 
of  silver  couldn't  be  lifted  at  all. 

About  "collectibles"  as  an  emergen- 
cy reserve,  the  less  said  the  better. 
Just  try  and  sell  your  collection  oi 
19th-century  cuckoo  clocks  during  a 
bank  holiday!  And  clearly  they're  in  a 
speculative  bubble. 

So  one  always  returns  to  gold  as  the 
one  convenient  and  tax-efficient  store 
of  value — imperishable  and  easily  ne- 
gotiable under  any  circumstances, 
even  the  most  difficult. 

The  next  question  is,  are  we  con- 
demned to  further  inflation,  so  that 
gold  can  be  counted  on  to  rise  again  in 
dollar  terms  from  whatever  level  it 
settles  at  in  its  current  slide? 

I  expect  that  inflation  will  continue, 
although  Mr.  Reagan's  team  may 
achieve  its  goal,  which  is  only  to  bring 
down  the  inflation  rate.  Here  is  my 
reasoning: 

First,  throughout  history  the  prime 
reason  to  inflate  has  been  that  the 
state  got  too  far  into  debt  and  re- 
solved to  pay  off  its  creditors  in  de- 
preciated coin.  That's  our  situation 
today.  The  average  family  in  the  U.S. 
has  direct  governmental  and  private 
liabilities  of  about  $60,000,  and  sev- 
eral times  that  if  you  count  unfunded 
indirect  governmental  obligations, 
notably  Social  Security.  That  debt 
cannot  be  paid  off  in  real  terms.  Ulti- 
mately it  has  to  be  extinguished, 
most  probably  via  inflation. 
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MONEY  &  INVESTMENTS 


Another  cause  of  inflation  through- 
Dut  history  has  been  wartime  expen- 
iitures.  We  are  not  at  war,  but  we 
must  vastly  increase  our  military 
spending  to  protect  our  vital  interests, 
[est  we  be  forced  into  war  on  adverse 
terms.  The  Russian  bear  is  out  of  the 
:age,  and  we  will  have  to  "arm  to 
sarley,"  as  Churchill  used  to  say.  It's 
*oing  to  be  a' very  expensive  affair. 

Then,  the  oil  problem  isn't  going 
iway.  We  will  be  transferring  out  of 
:he  country  about  $100  billion  a  year 
:hat  we  didn't  have  to  transfer  be- 
fore— 10%  of  the  value  of  all  the 
stocks  on  the  New  York  Stock  Ex- 
:hange,  to  give  an  idea  of  it.  Synfuel 
A^ill  only  start  to  help  significantly 
ater  in  the  decade. 

Finally,  our  national  character  has 
weakened  compared  with  that  of 
some  other  countries.  We  exalt  free- 
lorri  and  leisure,  instead  of  compe- 
tence and  the  obligation  to  work  hard 
:or  family,  employer  and  community. 
When  people  want  more  out  of  the 
system  than  they  put  in,  the  body 
politic — like  a  starving  person — runs 
i  fever,-  that  fever  is  called  inflation. 
And,  in  a  vicious  circle,  inflation 
tontributes  to  the  decline  of  the  civic 
sense.) 

A  column  I  wrote  last  year  called 
'Inflation:  A  Moral  Fever  Chart,"  sus- 
ained  this  thesis.  To  my- surprise,  I 
eceived  a  letter  from  the  White 
-louse  signed  by  the  President's  chief 
nflation  fighter,  saying  that  he  fully 
igreed.  It's  a  commonsense  argument. 
>Uch  great  trends  eventually  change, 
)ut  it  involves  experience  and  pain. 
Max  Shapiro's  recent  book,  The 
'enniless  Billionaires ,  Times  Books, 
515,  describes  the  process.) 

To  sum  up,  I  am  not  optimistic 
ibout  really  controlling  inflation,  and 
im  pessimistic  about  eliminating  it. 
rhere's  not  much  of  a  constituency 
or  stopping  inflation  entirely. 

And  who  can  say  there  will  never  be 
m  international  political  or  economic 
crisis?  The  possible  causes  are  there 
:o  see. 

On  a  tactical  level,  the  pundits  gen- 
ially don't  point  out  that  much  of 
;he  recent  decline  in  gold  has  really 
ust  been  strength  in  the  dollar, 
inked  to  recent  high  interest  rates 
lere.  In  Swiss  franc  or  deutsche  mark 
erms,  for  instance,  the  movement 
las  been  less  remarkable.  I  distrust 
xonomic  forecasts,  but  if  interest 
:ates  continue  to  drop,  then  the  dol- 
lar will  weaken  somewhat  and  gold 
vill  rise  in  dollar  terms. 

So,  for  some  of  one's  reserves,  gold 
emains  attractive. ■ 


Value  Line  looks  at . . . 

STOCKS  PRICED  BELOW 
NET  WORKING  CAPITAL 

And  at  discounts  up  to  72%  off  tangible  book  value 

These  are  very  special  situations— something  like  cash  at  a  discount. 
The  per-share  liquidating  values  of  these  stocks  are  greater  than 
their  recent  market  prices. 

A  company's  net  working  capital  is  the  current  assets  (cash  and 
equivalents)  that  would  remain  if  ALL  liabilities  and  preferred  stock 
were  to  be  retired. 

Of  1700  stocks  under  review  by  The  Value  Line  Investment  Survey, 
we  now  pinpoint  16  stocks— including  some  big  names — currently 
selling  below  net  working  capita!  per  share  (Value  Line  3/13/81) 
and  as  much  as  72%  below  tangible  book  value  per  share. 

SPECIAL  STOCK  SELECTORS 

The  list  of  stocks  in  the  above  category  will  come  to  you 
automatically  under  the  offer  below.  .  .  along  with  several  other 
Special  Stock  Selectors  now  updated  every  week  in  the  expanded 
Value  Line  Survey,  including: 

HIGHEST  YIELDS— The  yields  recently  ranged  from  12.3%  to 
15.3%.  (Value  Line  3/13/81) 

HIGHEST    APPRECIATION  POTENTIAL— The  potentials 
recently  ranged  from  205%  to  510%.  (Value  Line  3/13/81) 

MOST  TIMELY  STOCKS— The  100  stocks  currently  ranked  1 
(Highest)  and  the  300  ranked  2  (Above  Average)  by  Value  Line  for 
Probable  Price  Performance  in  the  Next  12  Months — relative  to  all 
1700  stocks  under  regular  review. 

CONSERVATIVE  STOCKS— The  stocks  ranked  1  (Highest)  and 
2  (Above  Average)  for  Safety— re/a r/Ve  to  all  1700  stocks. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  introductory  10-week  trial 
subscription  to  the  Value  Line  Investment  Survey  for  only  $33 — 
about  half  the  regular  price — providing  you  or  any  member  of  your 
family  has  not  had  a  subscription  in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you  will  receive  the  2000-page  In- 
vestors Reference  Service  (covering  more  than  1700  stocks)  which 
will  be  updated  every  week — and  the  96-page  booklet,  "Evaluating 
Common  Stocks."  Filing  takes  less  than  a  minute  a  week.  All  this 
material  is  so  organized  in  your  binder  "that  you  can  quickly  turn  to  a 
continually  updated  report  on  almost  any  leading  stock. 

mjSBk  CALL  TOLL-FREE: 

WM  If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


THE  VALUE  LINE  INVESTMENT  SURVEY  \- 


ARNOLD  BERNHARD  &  CO., INC., 71 1  THIRD  AVE. , NEW  YORK, N.Y. 10017 

Department;  8I6M27 


INTRODUCTORY  OFFER 

Begin  my  10-week  trial  subscription  for  $33 
to  The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the 
two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 
Begin  my  1-Year  (52  issues)  subscription  for 
$330  and  send  me  the  two  bonuses  listed 
above.  There  are  no  restrictions  with  this  an- 
nual subscription. 
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given  to  you  when  you  order 
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For  years  Pueblo  remained  un- 
charted and  unknown. 

Then,  suddenly,  the  secret  was  out. 
Pueblo  is  the  city  that  sends  out  the  free 
Consumer  Information  Catalog. 

Now  everyone  knows. 

And  now  everyone  can  send  for 
their  very  own  copy  of  the  Consumer  In- 
formation Catalog.  The  new  edition  lists 
over  20C  helpful  Federal  publications, 
more  than  half  of  them  free.  Publica- 
tions that  could  help  with— money 
management,  car  care,  housing  hints, 
growing  gardens,  food  facts.  All  kinds  of 
consumer  information. 

Get  your  copy  now.  Send  us  your 
name  and  address  on  a  postcard.  Write: 

CONSUMER 
INFORMATION 
CENTER,  DEPT.  6, 
PUEBLO,  COLORADO 
81O09 


Psychology  &  Investing 


Short-sellers  have  been  employing  a  new 
strategy,  and  an  unusual  tenacity,  in 
recent  months.  It  could  lead  to  an  upside 
blowoff  if  the  market  continues  strong. 

RUNNING  FOR  COVER 


By  Srully  Blotnick 


"I  guessed  wrong," 
said  Jimmy.  "I 
thought  the  market 
would  bang  its  head 
against  the  ceiling 
one  or  two  more 
times  and  then  fall 
off  its  ladder." 

Sandy  concurred: 
"There  is  enough 
bad  news  around  to 
make  anyone  want  to  hedge.  I've  been 
certain  all  along  that  the  market 
would  soon  be  heading  south."  Note 
the  tone  of  doubt:  "I  thought,"  "I've 
been  certain."  Past  tense. 

For  the  first  time  in  a  year,  the 
majority  of  shorts  in  my  sample  are 
thinking  of  running  for  cover.  After 
having  been  confidently  bearish  for 
months,  Jimmy,  Sandy  and  most  of 
those  on  the  short  side  finally  have 
begun  to  consider  cutting  some  of 
their  losses.  "I'll  have  another  oppor- 
tunity to  go  short  at  much  higher 
prices  and  really  clean  up,"  said  Jim- 
my. Sandy's  view  is  similar:  "Enough 
is  enough — for  now.  But  I'll  be  back." 

On  balance,  these  two  are  not  un- 
happy. Their  primary  short  positions 
were  in  the  oil  sector,  and — thus  far  at 
least — their  profit-and-loss  picture  for 
the  year  has  brought  them  to  the 
breakeven  point.  "I  made  a  bundle  on 
Murphy's  ride  down,"  Sandy  said. 
That  is  true,  but  it  leaves  out  the  flip 
side:  He  lost  a  small  fortune  earlier  as 
the  oil  stocks  soared.  Yet  he  and  Jim- 
my have  more  than  made  up  for  the 
red-ink  bath  they  were  taking  late  in 
1980,  since  they  shorted  the  oil  stocks 
right  to  their  peaks. 

Most  of  the  investors  in  my  sample, 
however,  weren't  so  lucky.  Mark  is 
typical.  He  simply  took  the  package 
approach  to  shorting.  "I  didn't  want 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


to  short  Chrysler,  International  Har 
vester  or  any  of  the  other  sitting 
ducks,"  he  said.  "Too  many  peopli 
have  pounded  them  already.  Look  a 
Chrysler's  current  short  position:  2. 
million  shares!  I  picked  a  few  other 
instead  that  I  think  have  become 
overpriced — Kodak,  United  Technol 
ogies  and  Union  Carbide — and  would 
sink  if  the  market  declined  broadly." 

Henry's  strategy  was  even  more 
typical,  for  he  avoided  high-yielding 
stocks.  (Keep  in  mind  that  the  short- 
seller  must  pay  the  dividend  to  the 
buyer,  who  cannot  be  expected  to  be 
penalized — in  yield  terms — just  be 
cause  he  bought  the  issue  from  some- 
one who  is  shorting  it.)  "I  chose  Mac 
rodyne — which  I  think  is  a  dog — and 
Delhi  Oil  on  the  American  Ex 
change,"  he  said,  "and  National  Semi 
conductor  on  the  Big  Board." 

One  of  the  most  fascinating  devel- 
opments in  recent  years  has  been  pre- 
cisely the  wider  range  of  selections 
now  being  used  by  short-sellers.  In  the 
late  Sixties  and  early  and  mid-Seven- 
ties, it  was  common  for  investors 
who  decided  the  market  had  topped 
out  to  choose  one  or  at  most  two 
issues  and  short  them.  The  stocks  de- 
cided upon  usually  represented  the  es- 
sence of  the  major  fad  of  the  times. 
For  instance,  at  the  height  of  the  con- 
glomerate craze  in  the  late  Sixties, 
Ogden  and  LTV  were  favorites  for  the 
short-sellers,  who  did  very  well  when 
the  stocks  sank  rapidly.  No  more: 
Now  short-sellers,  like  ordinary  inves- 
tors and  speculators,  are  interested  in 
diversification. 

The  recent  shift  in  the  dominant 
approach  from  rifles  to  shotguns,  from 
one- issue  to  as  many  as  ten,  makes 
the  opportunity  to  short  an  entire  in- 
dex significantly  more  appealing  than 
it  has  ever  been  before.  As  Henry  put 
it:  "I'd  love  to  short  the  Amex,  in- 
stead of  having  to  try  to  guess  which 
stocks  there  are  most  vulnerable." 

There  is,  of  course,  a  price  to  be 
paid  by  the  optimistic  investor  (who 
is  going  long)  for  diversifying  his  port- 
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alio.  Of  ten  stocks  he  chooses,  if  one 
r  two  skyrocket  by  100%  or  200%, 
tie  return  on  the  portfolio  as  a  whole 
lay  be  very  high  indeed.  Neverthe-/ 
;ss,  the  laggard  eight  or  nine  decrease 
tie  average  gain.  Diversification  re- 
uces  your  risk  and  your  reward,  by 
ringing  the  portfolio's  performance 
lore  in  line  with  market  averages. 
It's  the  same  story  on  the  short 
ide,  but  has  proved  to  be  something 
?ss  than  pessimistic  investors  (who 
ad  gone  short)  bargained  for.  When 
itton  plummeted  from  120  to  6  at 
le  end  of  the  Sixties,  the  short-sell- 
r's  ride  was  exhilarating — and  profit- 
ble.  Diversification  would  merely 
ave  decreased  his  performance,  since 
le  market  as  a  whole,  as  measured  by 
le  S&P's  composite  between  De- 
smber  1968  and  May  1970,  fell  only 
9%,  not  95%. 

The  upshot:  Short-sellers  not  only 
ave  been  seeing  diminishing  gains  in 
;cent  months  because  of  their  shot- 
on  strategy,  they  have  been  display- 
lg  uncharacteristic  tenacity,  main- 
lining a  short  position  far  beyond  the 
oint  at  which  they  typically  closed  it 
ut  in  the  past.  You  can  see  why:  If 
ou  bet  a  bundle  by  shorting  a  stock  at 
D  and  it  zooms  to  80,  you  are  likely 
)  be  scared  into  covering;  not  so  if 
:'s  only  one  stock  out  of  ten  or  so  that 
ou  are  short,  and  if  you  are  showing 
rofits  on  some  of  them. 

What  has  this  got  to  do  with  the 
:ock  market  as  a  whole?  Just  this: 
fe  all  know  that  the  existence  of  a 
irge  short  position  in  a  stock  can  be 
ullish;  it  represents  potential  buying, 
fith  the  new  situation,  with  the 
lort-selling  widely  dispersed  across 
le  list,  the  potential  buying  is  simi- 
trly  spread  across  the  entire  list. 

In  short,  the  possibility  exists  of  a 
awerful  upside  blowoff  as  increasing 
umbers  of  short-sellers— who  up  to 
ow  have  been  sticking  to  their 
uns — lose  their  nerve  and  begin  cov- 
ring  a  wide  variety  of  stocks.  At  mid- 
larch  the  New  York  Stock  Exchange 
lort-interest  figure  was  74  million 
lares.  But  the  number  masks,  rather 
lan  reveals,  the  basic  dynamics. 

If  the  market  continues  strong,  and 
nally  stampedes  the  shorts  into  a 
ill-fledged  covering  binge,  there'll  be 
lore  buyers  chasing  more  stocks — 
elatedly — than  has  been  the  case  in 
le  past.  Many  are  now  convinced 
lat,  as  Henry  put  it,  "a  thousand  on 
le  Dow  is  the  floor,  not  the  ceiling." 
>nce  that  view  becomes  widely 
lared,  we're  likely  to  see  a  signifi- 
int  short-term  top,  as  a  major  upside 
>rce  is  expended.  ■ 


MONEY  MARKET 
YIELDS,  NOW 
TAX-DEFERRED. 


Now  you  can  defer  current  taxes*  on 
FDIT's  high  money  market  yields  with 
Fidelity  Income  Plus. 

With  this  variable  annuity  plan,  you 
can  speed  up  accumulation  of  assets  for 
retirement  or  other  long-term  goals. 
100%  of  your  income  dividends  will  com- 
pound without  current  taxes  until 
withdrawn. 

The  plan  offers  these  important 
benefits: 

□  Tax-deferred  compounding. 

□  Low  annual  cost. 

□  No  sales  charge. 

□  Your  choice  of  FDITor  five  other  funds. 

□  Tax-free  exchanges  within  the  plan. 

□  $5,000  minimum,  no  maximum. 

For  more  information  on  FDITand 
Fidelity  Income  Plus,  call  today. 

Fidelity  Income  Plus  has  been  filed  in  all  states  except  New- 
York  and  Rhode  Island,  but  may  not  yet  be  available  in  all 
states  where  filed. 

*The  Internal  Revenue  Service  has  issued  a  revenue  ruling  in 
Sept.  1980  which  questions  the  tax  deferred  status  of  variable 
annuities  funded  by  savings  and  loan  accounts.  Fidelity  Income 
Plus  has  received  an  opinion  of  tax  counsel  that  this  ruling 
does  not  affect  the  tax  status  of  Fidelity  Income  Plus.  Fidelity 
Income  Plus  is  the  Fidelity  Variable  Annuity  Account,  a  sepa- 
rate account  of  Pacific  Fidelity  Life  Insurance  Company. 
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(The  Fidelity  Variable  Annuity  Account) 

P.O.  Box  832,  Dept.  JB  042781 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  fees  and  expenses, 
please  write  or  call  for  prospec- 
tuses. Read  them  carefully  before 
you  investor  send  money. 


Fidelity  Over  $9  billion  ol  assets  under 
GrOUp  mana8ement 
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Follow  through... 
with  your  help 
to  prevent 
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Defects. 
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Observations 


People  arent  as  dumb  as  the  economists 
seem  to  think  they  are.  That's  why  . . . 

ECONOMETRIC 
MODELS  DON'T 
ALWAYS  WORK 


By  Ashby  Bladen 


When  David  Stock- 
man, President  Rea- 
gan's Director  of  the 
Office  of  Manage- 
ment &  Budget, 
hired  the  previously 
obscure  Claremont 
Economics  Institute 
to  predict  the  results 
of  the  new  Adminis- 
tration's policies  by 


running  them  through  its  own  econo- 
metric model,  he  created  a  major  furor 
among  the  country's  professional 
economists.  Most  of  the  issues  are 
technical,  but  there  are  some  that 
should  concern  all  of  us. 

I'll  start  by  pointing  out  that  an 
econometric  model  is  simply  a  series 
of  algebraic  equations  that  record  how 
changes  in  the  important  economic 
magnitudes  have  been  related  to  each 
other  in  the  past.  There's  an  obvious 
fallacy  in  that  approach  to  forecasting. 
It  is  this:  Occasionally  something 
happens  that  changes  those  funda- 
mental relationships;  then  the  fore- 
cast goes  sailing  off  into  the  wild  blue 
yonder.  This  is  what  led  to  the  econo- 
metricians'  obsession  with  recession 
during  the  powerful  and  sustained  ex- 
pansion of  1974-79.  For  many  years 
the  savings  rate  in  the  U.S.  had  fluctu- 
ated narrowly  around  an  average  of 
6Vi%  of  personal  disposable  income; 
and  so  the  models  assumed  that  it 
would  always  be  about  6'/2% .  This  led 
the  econometricians  to  predict  a  re- 
cession that  never  came. 

It  never  came  because  ordinary  peo- 
ple aren't  as  stupid  as  the  econometri- 
cians figured.  By  the  mid-1970s  peo- 
ple had  come  to  realize  that  a  rising 
and  now  inflation-proofed  level  of  So- 
cial Security  benefits  made  personal 
saving  less  necessary,  and  accelerat- 
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ing  inflation  made  it  foolish.  So  dur- 
ing the  last  four  years  they  have  re- 
duced their  savings  rate  to  about 
5'/2%  of  disposable  personal  income. 
But  the  models  tried  to  push  it  back 
up  to  6'/2%  by  forecasting  a  fall  in 
personal  spending  and,  therefore,  a  re- 
cession. The  trouble  was  compounded 
by  the  fact  that  most  econometricians 
are  mathematical  types  who  are  fasci- 
nated by  algebraic  models  but  aren't 
very  interested  in  what  real  people 
actually  do  out  there  in  the  real  world. 
So  it  takes  them  a  long  time  to  wake 
up  to  fundamental  changes  in  people's 
habits. 

David  Stockman  has  a  different 
problem  with  the  popular  economet- 
ric models.  Their  equations  show  that 
inflation  cannot  be  reduced  without 
substantial  unemployment;  but  the 
Administration  proposes  to  substan- 
tially reduce  the  rate  of  inflation  by 
creating  greater  incentives  to  work  at 
increasing  the  supply  of  real  goods  and 
services  available  to  be  purchased.  So 
Mr.  Stockman  went  out  and  found  a 
model  that  shows  that  Reaganomics 
will  work. 

No  one  outside  the  Claremont  Insti- 
tute has  yet  had  a  good  look  at  the 
equations  in  their  model,  so  it  is  im- 
possible to  analyze  accurately  how 
they  differ  from  the  more  prominent 
models.  However,  it  is  known  to  be  a 
monetarist  model,  in  which  the  main 
cause  of  changes  in  the  rate  of  eco- 
nomic growth  and  the  rate  of  inflation 
is  changes  in  the  growth  rate  of  the 
money  supply.  Several  of  the  Admin- 
istration's key  policymakers  are  also 
monetarists,  so  let  us  take  a  look  at 
these  theories. 

Keynesians  and  monetarists  alike 
implicitly  assume  that,  in  order  to 
make  a  loan,  you  first  have  to  have 
the  money  on  hand.  They  assume, 
therefore,  that  if  the  rate  of  money 
growth  is  moderate  the  rate  of 
growth  of  total  debts  will  also  be 
moderate  and  noninflationary.  That 
sounds  reasonable  enough,  but  the 
practical  managers  of  financial  insti-  i 
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tutions  know  that  it  simply  isn't  j 
As  long  as  we  already  own  a  portfo 
of  loans,  and  someone  who  wanti 
new  loan  is  willing  to  pay  more  th 
the  going  rate  of  interest,  we 
happy  to  accommodate  him.  We 
that  by  selling  some  of  the  loans 
already  own  on  the  market,  or  ple< 
ing  them  at  the  bank  as  collateral 
a  loan  to  us,  and  then  we  relend  h 
the  money. 

As  long  as  the  financial  markets  ; 
liquid,  the  system  can  create  an  ir 
nite  amount  of  new  loans  more  or  1< 
regardless  of  the  growth  rate  of  t 
money  supply.  (I  say  more  or  less 
gardless  because  the  process  is  in  p. 
circular — some  of  the  newly  creat 
evidences  of  debts  will  be  counted 
money  under  some  definitions  of  t 
money  supply.)  The  economic  theo 
ticians  have  simply  failed  to  grasp  t 
implications  of  the  liquidity  of  fins 
cial  instruments. 

Why  is  it  that  the  financial  markc 
are  usually  liquid?  The  Cent: 
Bank— in  this  country,  the  Fed — m 
bilizes  the  credit  of  the  National  St£ 
to  keep  it  liquid  by  making  loans 
financial  institutions  and  buying  < 
curities  from  the  market.  But  as  lo 
as  it  does  that,  and  as  long  as  peop 
want  to  borrow  and  buy  real  things 
order  to  stay  ahead  of  the  inflatic 
the  rate  of  inflation  will  accelerate. 

The  only  thing  that  is  likely 
break  this  vicious  circle  is  a  financi 
crisis  that  leaves  people  more  afraid 
bankruptcy  than  they  are  of  inflatio 
and  thus  restores  prudence  and  mo 
eration  with  respect  to  borrowing  ai 
lending.  It  will  be  a  painful  expe: 
ence,  but  it  is  absolutely  essential 
we  are  to  avoid  a  progressive  acceler 
tion  of  inflation  into  eventual  ruinoi 
hyperinflation. 

I  have  inquired  as  carefully  as 
could  into  the  views  of  the  Reag; 
Administration's  economic  polic 
makers.  They  have  not  developt 
what  I  would  consider  to  be  an  ad 
quate  theory  of  the  financial  system 
but  several  of  them  realize  as  a  pract 
cal  matter  that  they  will  not  get  infl 
tion  ujider  control  without  a  cris 
that  will  slow  down  the  rate  of  cred 
creation.  Once  you  accept  that  thesi 
it- is  politically  desirable  to  get  th 
crisis  over  and  done  with  as  long  b 
fore  the  1982  congressional  electior 
as  possible.  Sound  financial  theory  ii 
dicates  that  a  crisis  is  inevitable  soon 
er  or  later.  My  political  guess  is  that 
is  imminent.  As  I  have  said  repeated! 
in  past  columns:  Stay  liquid  if  ya 
want  to  be  a  winner,  rather  than 
loser,  when  the  crunch  comes.  ■ 


184 


FORBES,  APRIL  27,  1 


New¥)rk, 
It's  a  Shemtontown. 


The  Sheralon  Cent  re" 

7th  Avenue  at  52nd  Street 

If  it  happens  in  New  York,  it  happens  right 
here.  New  and  lavish!  The  Sheraton  Towers 
for  elegant  rooms  on  the  top  floors.  Rainier's 
for  grand  northern  Italian  cuisine.  La  Ronde 
for  sizzling  nightclubbing.  Next  door  to 
business  and  the  theatres. 

St  Regis  Sheraton 

5th  Avenue  at  55th  Street 

Built  in  1904  by  John  Jacob  Astor  to  bring  the 
grand  European  hotel  tradition  to  Manhattan. 
Now  with  a  renaissance  restoration,  it  is, 
more  than  ever  before,  New  York's  most  fash- 
ionable hotel,  located  on  legendary 
Fifth  Avenue. 

Sheralon  City  Squire 

7th  Avenue  at  52nd  Street 

Broadway's  latest  smash  hit!  New  lobby  and 
bar!  Dazzling  new  guest  rooms!  It  all  glitters 
like  the  theatres,  sights  and  shops  that  are 
only  a  short  walk  away.  Enjoy  a  big  indoor 
swimming  pool.  Parking  garage.  And  New 
York's  only  Mdvenpick  restaurant. 

For  brochures,write  The  Sheraton  Centre, 
Sales  Dept.,  7th  Avenue  at  52nd  Street, 
New  York,  N.Y.  10019,U.S.A. 

For  reservations,  call  toll-free 
800-325-3535. 

In  Eastern  Canada  800-268-9393. 
In  Western  Canada  800-268-9330. 


Sheraton  Russell 

Park  Avenue  at  37th  Street 

New  York's  intimate  gem  of  a  hotel.  In  style, 
it  is  American  colonial.  In  service,  it  is  like 
a  deluxe  English  country  inn.  Quiet,  lovely 
and  central  to  everything  in  New  Yojk.  Close 
to  the  Empire  State  Building. 


Sheraton  Hotels  in  Newark 


Our  competition  ran  its  big  story 
after  he  was  elected. 

We  ran  ours  before  he  was  nominate 


We  don't  fit  the  mold 
We  break  it. 


Newsweek 


Oil-patch  wisdom  says  the  number  of  new 
wells  will  grow  and  grow.  The  number  of  rigs 
to  drill  them,  however,  may  grow  even  faster. 


Derricks,  derricks 
everywhere 


Ihe  Streetwal 
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By  Toni  Mack 


At  the  Southwest  Energy  Confer- 
ence in  Costa  Mesa,  Calif,  last 
month,  Chairman  Rudy  Munzer 
of  Petrolane,  Inc.  spoiled  the  fun  by  pre- 
dicting that  by  1983  as  many  as  400 
onshore  drilling  rigs  would  be  idle.  "I 
thought  the  other  speakers  were  going  to 
burn  him  at  the  stake,"  chuckles  one 
observer.  "It  was  heresy.  Why,  every- 
body knows  that  the  drilling  market  will 
go  onward  and  upward  forever!" 

Until  recently,  investors  seemed  to 
agree.  Domestic  drilling  increased  about 
60%  in  the  last  two  years  but  prices  of 
onshore  drilling  stocks  have,  on 
average,  more  than  quadrupled. 
Price  earnings  multiples  of  com- 
panies like  Helmench  &  Payne 
and  Noble  Affiliates  neared  30 
late  last  year.  Now,  however, 
some  1,600  to  2,000  onshore 
rigs  should  flood  the  market 
over  the  next  couple  of  years, 
and  the  prospects  for  the  indus- 
try are  decidedly  murky.  Shud- 
ders one  analyst:  "I  wouldn't 
touch  a  land  driller  with  a  10- 
foot  pole." 

No  one  in  the  oil  patch  actu- 
ally predicts  demand  for  rigs 
will  decline.  The  problem  is 
that  supply  is  growing  too  fast. 
The  number  of  onshore  rigs 
could  increase  by  up  to  50%  by  1983 — 
in  part  because  of  tax-shelter  financing 
pumping  new  money  into  the  business. 
Much  of  the  current  drilling,  on  the 
other  hand,  is  being  done  in  old  reser- 
voirs that  became  economic  after  oil 
decontrol.  That  backlog  of  known  re- 
serves could  dry  up  sometime  next  year. 
Munzer  predicts  the  rise  in  drilling  will 
then  settle  to  a  more  decorous  7%  to 
8%  a  year.  Hardly  the  stuff  of  top-tier 
earnings  multiples. 

What's  a  poor  investor  to  do?  Advises 
one  analyst,  "Sell  your  land  drilling 
stocks  at  any  rally  in  the  market — espe- 


cially smaller,  newer  companies  with 
nothing  else  to  fall  back  on."  Kenai  Corp. 
and  Unit  Drilling  are  examples  he  cites. 

There  are,  of  course,  exceptions.  Hel- 
merich  &  Payne  and  Noble  Affiliates  are 
popular  on  Wall  Street  because  oil  and 
gas  exploration  and  production  provides 
a  third  and  a  half  of  their  respective 
earnings.  George  Gaspar  of  Milwaukee's 
Robert  W.  Baird  &  Co.  favors  Parker 
Drilling,,  which  specializes  in  deep  drill- 
ing— 15,000  feet  and  below — and  thus 
has  less  competition  than  the  shallow 
drillers.  "It's  a  kingpin  company  with  a 
high  degree  of  sophistication,"  says  Gas- 
par,  "and  it  gets  over  half  its  rig  revenues 


from  the  less  crowded  overseas  market." 

The  future  is  less  clear  for  the  offshore 
drilling  industry,  which  includes  such 
recent  highflyers  as  Global  Marine  and 
Santa  Fe  International.  Higher  building 
costs — up  to  $100  million, vs.  $10  million 
for  a  land  rig — and  longer  construction 
times  make  for  a  lengthening  in  the 
buildup  of  supply.  Ask  experts  whether  a 
glut  of  rigs  is  imminent,  and  the  answers 
range  from  "The  market  will  stay  strong 
for  years"  to  "It's  a  given."  And  often,  in 
between,  "Gee,  it's  hard  to  tell." 

Over  220  offshore  rigs  are  on  order 
today,  enough  to  fatten  the  fleet  by  over 


40%,  and  more  orders  are  comin 
most  of  those  rigs  will  go  to 
long-term  contracts,  they  may 
market   overhang  reminiscent 
mid-1970s.  That  was  when  Bnl 
geria,    Indonesia    and  Malays 
slapped  heavier  taxes  on  oil  coi 
which  promptly  fled.  As  new  r» 
delivered,  the  day  rates  fell  to  I 
their  former  highs.  Stock  prices  t 
too.  Earl  Stolz,  an  industry  wai 
New  Orleans-based  Howard  \ 
bouisse  &  Friednchs,  points  out 
shore  drillers'  multiples  dropped 
average  of  27  to  7  in  the  fi; 
months  of  1974. 

It's  unlikely  that  any  comin; 
turn  will  be  as  severe.  But  at  h 
offshore  driller  thinks  that  busin 
is  due  for  a  change.  "There's  no 
my  mind  that  contractors  are  ov 
ing  now,"  says  President  Hugh 
Ocean  Drilling  &  Exploratic 
world's  largest  offshore  driller 
wryly:  "However  heroic  an  efj 
customers  make,  we  at  some  p 
ourselves  in." 

Marks  Hinton,  an  analyst  at  H< 
Underwood,  Neuhaus,  agrees:  "fl 
offshore  rig  utilization  gets  above 
and  it  got  there  during  the  p* 
years — then  building  surges  and  c 
rise  until  the  internal  rate  of  red 
rig  reaches  15%  that  holds  until  r 
start  coming  onto  the 
and  then  day  rates  9 
drop."  Hinton  figures  dri 
which  generally  drill  in  d 
ter,  will  be  the  first  to 
jack-ups  will  follow.  Ne 
on-order  rigs  are  iack-i 
expects  a  softening  in  th 
ket  by  year-end  1983.  S* 
mersibles,  which  drill  in 
and  rougher  water  and  c 
3  times  as  much  as  jack.- 
coming  onto  the  markt 
slowly  and  thus  should  h 
year  longer. 

Still,  there  are  two  mo: 
of  good  earnings  gro\ 
come  for  the  offshore  drii 
it's  hardly  bail-out  time  i 
Offshore  drilling  stocks  took  a 
early  this  year,  some  by  as  much  ; 
but  prices  are  already  swinging  uj 
Western  Co.  of  North  America 
broker's  darling  now  because  76° 
revenues  and  68%  of  its  operating 
come  from  well  completion  and  si 
tion.  SEDCO,  most  of  whose  drilli 
enues  come  from  the  more  secur 
submersible  market,  is  also  popi 
an  earnings  multiple  of  32,  it's  p 
but  for  a  few  good  reasons.  One  is 
also  has  a  10%  interest  in  a  pro 
oilfield  off  the  Ivory  Coast. 

The  most  conservative  advice,  1 


188 


FORBES,  APRIL 


0  consider  locking  up  profits  on 
;  company  stocks  now — especially 
qualify  for  capital  gains  treatment, 
pens  again  and  again,"  says  Philip 
of  F.  Eberstadt  &  Co.  "People  as- 
lat  where  I'vebeen  making  money, 
making  money."  There's  always  a 
pull  back — even  in  the  oil  patch. 

Pick  a  Dow, 
any  Dow 

e  falls  in  the  forest  and  nobody 
loes  it  make  a  sound?  Not  in  the 
s  of  Wall  Street,  apparently:  The 
mes  industrial  average,  the  mar- 
nost  venerable  indicator,  has 
d  its  most  venerable  bar- 
gaining unwaveringly 
the  1000  mark  for  a 
bur-week  period. 
)ld  Dow  Jones  industrial 
,  that  is.  Back  in  June 
the    Dow    Jones  folks 

1  the  30  stocks  that  make 
ndex,  replacing  Chrysler 
>mark  with  IBM  and 
Such  shuffles  come  peri- 
i,  says  Senior  News  Editor 
;  Stabler,  who  oversees 
anges,  because  "we  try  to 
e  list  of  stocks  generally 
the  importance  of  differ- 
jstries  to  the  economy." 
l  the  outlook  for 
:r  and  Esmark  at  the 
:  seemed  as  though  that  switch 
>e  good  for  the  Dow's  health.  No 
igined  that  Chairman  Don  Kelly's 
isset  shuffling  at  Esmark  would 
s  stock  an  eye-popping  135%  over 
t  22  months.  Meanwhile,  IBM, 
and  even  Chrysler  have  traded 
relatively  narrow  ranges.  The  re- 
le  old  Dow  has  been  running  re- 
ibout  30  points  ahead  of  the  new 
vhich,  as  everyone  knows,  has 
staying  above  the  magical  1000 
r  more  than  a  few  days  at  a  time, 
ider  the  implications:  the  mil- 
i  profits  the  programmed  sellers 
lave  foregone  by  sticking  to  the 
v  for  their  decisions.  Then  there 
troops  that  plan  to  start  buying 
le  index  crosses  and  stays  over 
Tiey  might  have  driven  the  old 
to  1200  by  now.  It's  like  contem- 
the  Second  Coming. 

moral  of  this  story?  Read  the 
Vilshire  5000  Review.  It's  on 
1. — Newcomb  Stillwell 

mart:  What's  at  the 
rainbow's  end? 

i  good  news.  K  mart,  the  nation's 
largest  retailer,  is  now  the  most 
le.  Last  year  its  $260  million  in 
:asily  topped  those  of  Sears,  Roe- 
etail  division. 

ad  news  is  that  K  mart's  earnings 


were  down  by  nearly  $100  million.  It 
beat  Sears  only  because  the  Chicago- 
based  company  was  reeling  from  mer- 
chandising misfortunes  that  drubbed  re- 
tailing profits  by  an  even  bigger  43%. 

Sears'  problems,  of  course,  have  been 
well  known  for  years.  K  mart,  a  $14 
billion-a-year  general  merchandiser  that 
grew  20%  annually  during  most  of  the 
Seventies,  had  a  better  image.  It  still 
looks  successful  in  the  shadow  of  its  lag- 
ging larger  competitor,  but  not  when 
compared  with  the  likes  of  Caldor,  Tar- 
get and  Wal-Mart.  Over  the  past  few 
years  such  smaller,  more  aggressive 
chains  have  been  taking  business  away 
from  K  mart — and  for  the  immediate  fu- 


ture, at  least,  that  seems  likely  to  contin- 
ue. Where  did  the  Troy,  Micbigan-based 
giant  go  wrong? 

"In  K  mart's  heyday,  it  really  had  little 
strong  competition,"  says  Brean  Murray 
Foster  securities  analyst  Robert  Jordan. 
"Today  these  discounters  provide  better- 
looking  stores  and  more  attractive  mer- 
chandise. To  put  it  charitably,  K  mart  let 
its  stores  stay  very  ordinary."  In  short, 
too  many  K  mart  outlets  have  poor  light- 
ing, open  cartons  of  underwear  piled  on 
tables  and  popcorn  dispensers  up  front  by 
the  door.  "Today  when  the  young  folks 
want  to  say  something  looks  cheap, 
they'll  say,  'It  looks  as  if  it  came  from  K 
mart,'  "  explains  First  Boston's  Margaret 
Gilliam.  "That's  a  hell  of  an  image  to  try- 
to  overcome  at  a  time  when  consumers 
are  trading  up  and  looking  for  quality." 

It  took  a  long  time  for  K  mart's  manag- 
ers to  recognize  this  problem.  Executives 
figured  that  all  they  had  to  do  was  offer 
good  prices  on  low-end  branded  and  pri- 
vate-label goods  and  open  lots  of  new 
stores.  That  strategy  worked  when  com- 
petitors were  the  likes  of  W.T  Grant. 
But  eventually  the  magic  formula  began 
wearing  thin.  K  mart's  stock,  in  fact,  hit 
a  high  of  51  in  1973  and  it  has  been 
trailing  down  steadily  since  1976.  "After 
20  years  of  opening  over  1,800  outlets," 
says  Mesirow  &  Co.  analyst  John  Land- 
schulz,  "they  never  closed  a  single  store. 
Now  K  mart  is  a  maturing  company,  and 


that  thinking  has  got  to  change,  especial- 
ly in  the  Midwest,  which  is  a  depressed 
area." 

Investors,  too,  have  been  slow  to  rec- 
ognize K  mart's  deep-seated  problems. 
Many  professional  investors — even 
though  they  realized  K  mart's  growth 
was  slowing — figured  that  its  stock  was 
still  a  buy  as  recently  as  1979,  when  it 
was  trading  in  the  low-to-mid-20s.  Still, 
K  mart's  shares  fell  below  16  last  year  as 
sales  and  earnings  sagged.  Now,  along 
with  a  general  resurgence  in  retailing 
stocks  caused  by  a  decline  in  interest 
rates,  they  are  back  to  20.  But  few  ana- 
lysts expect  K  mart  to  outperform  its 
competitors  in  the  immediate  future. 

An  exception  is  Goldman, 
Sachs,  which  has  just  put  out  a 
buy  recommendation  on  K 
mart.  Arthur  Charpentier,  its 
retail  analyst,  sees  reasons  for 
long-term  optimism  instead  of 
short-term  gloom.  "One  posi- 
tive factor  was  the  elevation  of 
Bernard  Fauber  to  chairman  last 
year,"  he  explains.  "Fauber  has 
a  fresh  view  of  what  the  com- 
pany's direction  needs  to  be.  He 
is  willing  to  look  at  outside 
ideas  and  is  dealing  with  mer- 
chandising problems,  not  just 
physical  growth." 

Shortly  after  Fauber  took 
over,  for  example,  K  mart  an- 
nounced it  was  going  to  give  its 
stores  a  major  new  face-lift  at  a  cost  of 
$300,000  to  $400,000  each.  That  may 
lure  slightly  more  affluent  customers 
than  the  blue-collar  crowd  that  K  mart 
has  typically  catered  to  in  the  past.  The 
women's  apparel  section — a  notorious 
sore  point — is  trading  some  low-priced 
goods  for  costlier  items  with  some  fash- 
ion content. 

Already,  these  changes  have  been 
made  in  9  Indianapolis  stores  with  good 
results.  By  the  end  of  this  year  another 
100  outlets  will  be  upgraded,  and  other 
stores  will  get  new  fashion-oriented  ap- 
parel departments  with  department- 
store-style  racks  and  eye-level  counters 
as  opposed  to  the  old  discount  store  pipe 
racks  and  waist-level  counters.  K  mart  is 
also  improving  inventory  control  and 
point-of-sale  equipment  and  is  adding 
four  new  distribution  centers  to  the  six  it 
already  has. 

Such  improvements  will  be  costly,  and 
integrating  the  distribution  centers  may 
prove  especially  troublesome.  That 
makes  most  analysts  somewhat  skepti- 
cal that  K  mart  can  engineer  a  quick  fix. 
Says  First  Boston's  Gilliam,  "It's  not  go- 
ing to  be  easy  for  K  mart  to  upgrade  its 
image.  The  others  have  already  beaten 
them  to  the  punch."  In  short,  with  K 
mart  shares  trading  at  a  multiple  of  10 
times  earnings,  there  is  other,  more  at- 
tractive merchandise  on  the  retailing 
shelf. — Howard  Rudnitsky 
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Statistical  Spotlight 


During  the  first  quarter,  investors  rekindled  some  old  flames.  Toa 
new  sweethearts?  Airlines,  manufactured  homes  and  restaurants. 


Wall  Street's 
changing  affections 


By  Steve  Kictaen 


COMPANIES  THAT  HAD  BEEN  OUt  of 
favor  on  Wall  Street  for  the  last 
few  years  showed  some  of  the  best 
gains  in  the  first  quarter  of  1981.  Our 
Winners  list  is  laden  with  fonner  pariahs 
in  such  industries  as  airlines,  manufac- 
tured homes,  apparel,  electronics  and 
restaurants.  The  market  boosted  these 
stocks  even  though,  in  many  cases,  earn- 


ings are  still  at  a  subpar  level. 

Few  things  can  push  the  price  of  a 
stock  up  faster  than  a  juicy  acquisition 
offer,  and  takeover  action  boosted  sever- 
al stocks  dramatically.  Among  the  more 
notable  Winners  and  their  potential  ac- 
quirers: Kennecott  and  Standard  Oil  of 
Ohio;  Oscar  Mayer  and  General  Foods; 
AVC  and  Raybestos-Manhattan. 

Neither  Winners  nor  Losers  are  overly 
generous  with  dividends.  Few  of  these 


recently  volatile  stocks  pay 
yields,  and  61  of  the  90  companies 
pay  any  dividend.  By  plowing  baq 
ings  many  of  these  firms  can  t 
their  potential  for  future  growth. 

So  it  may  come  as  little  surpr 
few  of  today's  Losers  become 
row's  Winners.  And  if  the  turn 
candidates  in  the  Winners  section 
perform  as  expected,  they  just  mi 
come  future  Losers. 


Winners  and  losers 


The  market  composite  indexes  finished  the 
first  quarter  of  1981  with  generally  modest 
gains — the  NYSE  index  was  up  a  mere 
0.5%,  the  Amex,  a  more  respectable  3.3%, 
and  the  NASDAQ,  3.9%.  But,  as  usual,  a 


large  number  of  stocks  did  much  better  or 
worse  than  the  market  averages.  Below  are 
the  15  biggest  gainers  and  losers  on  the 
New  York  and  American  stock  exchanges 
and  the  over-the-counter  market. 


0/ 


Price 


Price 


change 

as  of 

range: 

Latest 

Price/ 

Ann 

since 

Recent 

Dec.  31, 

Ian.  1  to 

12-months 

earnings 

Indicated 

Indicated 

revei 

Company/principal  business 

Jan.  1 

price 

1980 

present 

EPS 

ratio 

dividend 

yield 

(mi 

New  York  Stock  Exchange 

Winners 

Kennecott'/copper  mining 

106% 

55% 

26% 

55%-23 

$2.79 

19.8 

$1.40 

2.5% 

$2,21 

Texas  International/oil  and  gas 

105 

39 'A 

19% 

46%-17'/8 

0.86 

45.6 

0.05 

0.1 

Mobile  Home  Industries/mfd  homes 

100 

4% 

2'/4 

4%-  2% 

0.14 

32.1 

Armstrong  Rubber/tire  and  rubber 

97 

38% 

19l/2 

39%-19% 

4.13 

9.3 

1.20 

3.1 

44 

LITCO  Bancorp  NY2/banking 

90 

24% 

13 

26%-13% 

1.90 

13.0 

1.00 

4.0 

11 

Piedmont  Aviation/airline 

90 

24 

12% 

24%-ll% 

3.32 

7.2 

0.20 

0.8 

41 

First  Pennsylvania  Mortgage  Tr/real  estate 

89 

2% 

ll/8 

2%-  % 

d0.49 

d 

Oscar  MayerVprocessed  meats 

79 

28% 

16 

28%-15% 

1.62 

17.7 

1.20 

4.2 

1,7 

Farah  Manufacturing/apparel 

74 

12% 

7% 

12%-  6% 

0.73 

17.2 

1 

Frigitronics/eye-care  products 

74 

15'/4 

8% 

15%-  8% 

1.23 

12.3 

0.30 

2.0 

Culbro/cigars,  snack  foods 

73 

17% 

10% 

19%-10% 

1.10 

16.1 

44 

Dillingham4/building 

72 

31% 

18 

32%-17% 

2.64 

11.7 

0.70 

2.2 

1,3* 

Keystone  Consolidated  Ind/specialty  steel 

70 

15% 

87/8 

15%-  9% 

d5.37 

d 

34 

Stone  Container/paper  containers 

69 

25% 

15% 

27%- 14% 

2.78 

9.2 

0.64 

2.5 

3; 

Philips  Industries/manufactured  homes 

68 

12 

7% 

12%-  6% 

1.17  • 

10.2 

0.40 

3.3 

25 

Losers 

Modular  Computer  Sys/computer  services 

-44 

13'/4 

23% 

24  -11% 

0.81 

16.3 

t 

Beker  Industries/fertilizer 

-37 

15 

24 

25  -13% 

2.49 

6.0 

25 

Empire  Inc/liquid  propane  gas 

-35 

27% 

43% 

49% -24% 

1.71 

16.2 

0.40 

1.4 

33 

Coastal  Corp/refining,  marketing  oil 

-35 

29% 

46% 

46%-28% 

4.63 

6.4 

0.50 

1.7 

5,1 

Charter  Co/oil  and  gas 

-35 

12'/2 

19% 

2oy8-n% 

1.59 

7.8 

1.00 

8.0 

4,5^ 

'Standard  Oil  of  Ohio  made  acquisition  offer  at  $62  per  share,  ^anca  Commerciale  ltaliana  of  Milan  made  acquisition  offer  at  $35  per  share  Kieneral  Food! 
acquisition  offer  for  $29  cash  and  preferred  stock.  ■'Company  plans  spinoff  of  certain  real  estate  assets.  sContingent  merger  plan  with  Gray  Drug  at  $i 
share.  'Company  agreed  in  principle  to  combine  with  Motor  Oils  Refining  Holding  Co  T-arly  in  1981  Wal-Mart  Stores  terminated  an  agreement  in  principle  to  t 
Kuhn's.  "Merger  pending  with  Raybestos-Manhattan.  "Discussing  possible  merger  with  Hollywood  Park  '"Company  is  in  Chapter  11  d:  deficit  NA.  Now 
able.    NM:  Not  meaningful.  Source:  Standard  &  i 
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and  25  runners-up 

Ranks  each  company  by  total 
foreign  revenues.  Also  reports 
total  revenues,  total  and  foreign 
operating  profits,  plus  total  and 
foreign  assets. 


and  25  runners-up 

Companies  are  ranked  by  total 
fiscal  year-end  sales.  Includes 
data  on  each  company's  net 
profit,  assets,  market  value, 
location,  industry  category 
and  number  of  employees. 


and  25  runners-up 


Take  advantage  of  this  opportunity  to  spotlight  your  com- 
pany's advertising  message  in  this  "must  read"  issue 
where  it  will  be  exposed  to  690,000  Forbes  subscribers — 
the  people  who  own  and  run  American  business. 


Each  company  is  ranked  by  total 
revenues  of  U.S.  affiliates. 
Provides  figures  on  percentage 
of  ownership  in  U.S.  affiliates, 
revenues  and  profits. 


For  further  information,  contact  your  local  Forbes  FoHlP^* 

representative  or  Stephen  G.  Nicoll,  Director  of  p      V   r  Vt  1® 

Advertising,  Forbes  Magazine,  60  Fifth  Avenue,  LtlpluHISl  lOOl 
New  York,  NY  10011  /  (212)620-2228. 
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as  of 
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I'm,/ 

r  riL  t/ 
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Dec.  31, 
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rc  v  i' 
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Jan.  1 

price 

1980 

present 

EPS 

ratio 

dividend 

yield 

(ml 

Centronics  Data  Computer/computer  equip 

1Aty 

■-.34  /o 

ZZ  /4 

IAWa    19 'A 

Z*+  /4-1Z/M 

Zo.U 

— 
3)1/ 

Commodore  Intl/business  machines 

-33 

33  Vi 

493/4 

497.-24 

1.85 

17.9 

12 

Murphy  Oil/oil  and  gas 

-32 

33% 

50 

51 72-33 

4.03 

8.3 

$0.75 

2.2% 

1,96 

Stone  &  Webster/engineering  &  construct 

-31 

33% 

49V8 

4978-3372 

4.97 

6.7 

1.85 

5.5 

25 

Ocean  Drilling  &  Explor/oilfield  services 

-30 

35 

50 

5072-3274 

2.67 

13.1 

0.80 

2.3 

69 

Hi-Shear  Industries/ fasteners 

— oU 

-1  A  3/„ 

1A  1A 
Z4-  /4 

Z^+  /8—  1  O 

A  A 
0.0 

u.r>u 

O.U 

Grow  Group/specialty  coatings 

-30 

87s 

123/4 

1372-  8 

0.97 

9.1 

0.36 

4.1 

22 

Tosco/oil  refining,  coal  prod 

-29 

22 '/4 

31% 

33  -193/4 

2.15 

10.3 

— 

— 

2,38' 

Basic  Resources/oil  and  gas 

-29 

5% 

8'/8 

8%-  5% 

0.29 

19.8 

— 

— 

2! 

Texas  Eastern/gas  line,  petrol  marketing 

-28 

5672 

79 'A 

79%-547s 

8.72 

6.4 

3.20 

5.7 

4,271 

American  mock  exenange 

Winners 

Drug  Fair5/drugstores 

1  1  1 

Vol 

1  ft  1A 

Q 

0 

1  O  /8 —    1  /8 

n  00 
u.yy 

1  O.O 

n  An 

U.4U 

L.L 

T  Ai 
ZoO 

Kirby  Exploration/transportation  services 

112 

293 

138 

3017.-133 

8.10 

36.1 

7; 

Nexus  Industries/apparel 

108 

147s 

7'/s 

15-7 

0.66 

22.5 

4; 

Bethlehem  Corp/metal  fabricating 

107 

7 

3% 

772-  27s 

0.48 

14.5 

1< 

Sparkman  Energy/gas  pipeline 

104 

1 8% 

9 

1872-  9 

0.17 

NM 

2: 

Frequency  Electronics/ electronics 

i  ni 

j4  74 

1  7 

17Vo    1  A3/„ 

0/  /8— 10  74 

n  ao 
u.oy 

/IO  A 

r 

Til  Industries/electronics 

101 

323/4 

16l/4 

33-74-1672 

1.33 

24.6 

IS 

Pizza  Inn/restaurants 

93 

7% 

4 

83/s-  4 

0.59 

13.1 

12: 

Quebecor/publishing 

93 

16 

8V4 

167s-  9 

1.26 

12.7 

0.34 

2.1 

151 

Kit  Manufacturing/manufactured  homes 

92 

3% 

1% 

3%-  l5/8 

d  0.45 

d 

2^ 

aunair  tiecironics/eiecrroniLS 

0  1 

y  1 

1  7 

0  /8 

1  O  /8  —  0/4 

n  rc 

zu.u 

U.jj 

1  1 
z.  1 

1 1 
1 1 

Connelly  Container/paper  containers 

84 

45/s 

2l/2 

57s-  25/s 

0.47 

9.8 

49 

Champion  Home  Builders/mfd  homes 

83 

2% 

l'/2 

27s-  178 

d0.08 

d 





21S 

Inflight  Services/films  aboard  airlines 

81 

5 

23/4 

5%-  274 

0.30 

16.6 





22 

Nortek/textiles 

80 

117. 

6'/4 

1178-674 

1.41 

7.9 

0.80 

0.7 

ll 

 1 

Losers 

/asm ii  Service  /rcidii 

— jZ 

Z  /4 

^3A 

C3A  OlA 

c\  1  n? 

U  1  -Uo 

A 
□ 

Kuhn's  Big  K  Stores7/retaii 

-46 

2% 

SVa 

55/8-  23/4 

d  2.09 

d 

287 

Solid  State  Scientific/semiconductors 

^5 

107z 

19'/4 

1978-107. 

0.66 

15.9 

33 

Dorchester  Gas/natural  gas 

-36 

17% 

28  Vh 

2872-1778 

1.95 

9.1 

0.16 

0.9 

608 

Health-Chem/health  care  supplies 

-35 

I8V2 

287s 

2974-14 

0.33 

56.0 

It 

— A 

Voplex/auto  equipment 

n 

-jo 

1 1 1/. 

1  1  74 

i  7 

1 1 

171/.     11  1/. 
i  /  74  —  1  1  74 

n  co 

ion 
l  y.U 

U.  jZ 

A  A 
4.0 

40 

Rusco  Industries/building  materials 

-33 

l3/4 

2% 

3      -  l5/8 

d  1.02 

d 

701 

Colonial  Commercial/ apparel 

-33 

2 

3 

272-  1 

d  0.86 

d 

301 

Worldwide  Energy/oil  &.  gas  explor  and  dev 

-32 

ll5/8 

17'/4 

173/4-1178 

0.35 

33.2 

43| 

Data  Access  Systems/computer  equip 

-31 

16 

23  Va 

247s-137s 

1.60 

10.0 

0.20 

1.2 

371 

Crown  Central  Petrol/refining,  mktg  oil 

—o  1 

zu 

Ly 

OU     —  lV/2 

Z.oZ 

7  n 
1  .u 

n  on 

a  n 

4.U 

1  1  71\ 

AVC8/metal  fabricating 

-31 

8»/4 

12 

ll3/4-  8 

d2.01 

d 

88 

Horn  &  Hardart  (NY)/mail  order,  restaurants 

-30 

13'/4 

19 

1978-1272 

0.98 

13.5 





128 

Baruch-Foster/oil  and  gas 

-30 

185/8 

267/8 

2878-18 

1.21 

15.3 

— 

— 

3 

Summit  Energy/oil  &  gas  explor  &  dev 

-28 

22'/2 

31% 

317.-2072 

0.62 

36.2 

0.20 

0.9 

61 

Winners 

Digital  Switch/telecom  equipment 

0  70 

LI Z 

Q3/, 
0/8 

1  1/. 

Z74 

Q  3/.  1 
0  78—  Z 

j 
u 

j 
a 

Chaparral  Resources/oil  &  gas  production 

164 

313/4 

12 

313/4-103/8 

d  0.07 

d 

0 

Comm  Corp  of  America/telecom  equip 

163 

ll7/s 

4% 

117s-  4% 

0.47 

25.2 

15. 

First  Newport/real  estate  investment  trust 

149 

93/8 

3% 

95/8-  3% 

0.66 

14.1 

18 

Enzo  Biochem/enzymes 

131 

25  Vi 

]  l 

2774-1072 

d  0.01 

d 

0. 

Morgans  Restaurants/ restaurants 

1  zo 

A 

1 3/ 

l74 

3  74  —  1/2 

A  n  1  C 

A 

a 

□ 
5. 

Groman/electrical  equipment 

123 

2Vz 

17s 

272-  17s 

0.08 

31.2 

22. 

Texas  General  Group/oil  and  gas 

115 

373/4 

17'/2 

383/4-1472 

0.43 

NM 

14. 

Unifi/textiles 

114 

143/4 

67s 

143/4_  g3/4 

1.50 

9.8 

142j 

ProGroup/recreation  equipment 

112 

27s 

1 

27s-  1 

0.19 

11.1 

21. 

i\  111 Ii>l i 'i i  IiiiIiki  rim  /.    i    I.  ' 

/\micscu  liiuusines/  snoes 

i  in 
1 IU 

zl 

1  n 
IU 

oi  0 
z  1    —  y 

J.U1 

A  O 

o.v 

Capitol  International  Airways/airline 

100 

272 

1% 

378-  1 

d  1.76 

d 

93. 

Los  Alamitos  Race  Course9/race  track 

100 

24 

12 

25   -1 1 72 

1.12 

21.4 

0.72 

3.0 

14, 

Sea  Galley  Stores/restaurants 

100 

I6V2 

874 

1672-  87. 

0.82 

20.1 

22.' 

Washington  Corp/REIT 

100 

2% 

1% 

3%-  l3/s 

0.05 

55.0 

"i  1 

Losers 

Meta  Svstems/plf ctmnirs 

AC 
— DJ 

1  /2 

4  /8 

4/4  —  1/2 

U  U.4U 

A 
U 

0., 

Clinical  Sciences/health  care  supplies 

-57 

6V2 

1574 

15%-  674 

d0.07 

d 

3.1 

Gilman  Services/drug  &  cosmetic  distrib 

-56 

57/s 

1372 

20   -  474 

d0.59 

d 

114.1 

TPEX  Exploration/oil  and  gas 

-55 

We 

2% 

25/s-  17s 

0.01 

NM 

OS 

Gulf  Energy/oil  and  gas 

-55 

l5/8 

3% 

35/8-  172 

0.01 

NM 

!. 
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J 


/o 

Price 

Price 

change 

as  of 

range: 

Latest 

Price/ 

Annual 

Recent 

Dec.  31 

Jan.  1  to  12-months 

veil  11111  ^ 

In  rli  m  t  pH 

1  1  HI  1  v  .1 1  S  U 

revenue 

iny/principal  business 

[an.  1 

price 

1980 

present 

EPS 

ratio 

dividend 

yield 

1  mill 

»  Equip  Assoc '"/pollution  cntrl  equip 

-54% 

1% 

3 

3'/4-  l'/s 

$d4.15 

d 

— 

— 

$140.5 

Tech/vacuum  deposited  thin  film 

-48 

3% 

7!/4 

8'/4-  3% 

0.42 

8.9 

— 

— 

10.4 

Pacific/oil  and  gas 

A  C 

Z 

A 
4 

37/s-  1% 

d0.29 

Q 

1 .0 

lelter/land  developer 

-47 

2Vi 

4'/4 

4'/4-  2 

d  1.80 

d 

14.1 

lectronics/elect  tonics 

-46 

3% 

7 

7   -  3V2 

d0.28 

d 

23.3 

lectronics/electr  components  distrib 

-45 

8% 

16 

17    -  7>/4 

1.73 

5.0 

— 

— 

64.8 

ican  Mgmt  Sys/computer  services 

-45 

I8V4 

33 1/2 

34  -18 

1.40 

13.0 

— 

— 

48.6 

lodyne/electrical  equipment 

Al 

13/. 
O  74 

0/2 

6V2-  3Vi 

0.56 

0.0 

zy.u 

Iton  Brothers  Petroleum/oil  &  gas  prod 

-42 

24>/2 

423/4 

423/4-2iy4 

1.37 

17.8 

$0. 10 

0.4% 

111.4 

or/heat  transfer  equipment 

-41 

2 

3V2 

33/4-  2 

dO.  17 

d 

59.2 

rd  Oil  of  Ohio  made  acquisition  otter  at  $62  per  share. 

2Banca  Commerciale  Italiana  of  Milan  made  acquisition  offer 

at  $35  per 

ihare.    Kieneral  Foods  made 

ion  offer  for  $29  cash  and  preferred  stock. 

*Compan\ 

plans  spinoff  of  certain  real  estate 

assets.    5Contingent  merger  plan 

with  Gray  Drug 

at  $20  per 

'Company  agreed  in  principle  to  combine  with  Motor  Oil 

s  Refining 

Holding  Co. 

^arly  in  19H1 

Wal-Mart  Sto 

res  terminated  an  agreement  in  princip 

e  to  acquire 

"Merger  pending  with  Raybestos-Manhattan. 

9Discussing 

pi  >ssible 

merger  with  f 

ollywood  Park 

10Compan\ 

is  in  Chapter  1 1.    d:  deficit.    NA:  Not  available.  NM: 

aningful. 

Source  Sla>uktrti  &  Poor's. 

ulators  are  giving  the  railroad  industry 
%reen  light  to  make  more  money. 

The  rail 
resurgence 


By  Steve  Kichen 

»  ith  the  Penn  Central  bank- 
ruptcy of  1970  and  the  well-pub- 
licized problems  of  carriers  like 
>ck  Island,  the  railroad  industry 
lything  but  the  darling  of  Wall 
Now,  of  course,  all  that  has 
d.  Rail  stocks  are  the  locomotives 
ove  the  market  ahead.  "A  better 
ory  environment,  more  efficient 


routes  from  merged  lines,  new  technol- 
ogies and  new  marketing  concepts  make 
the  railroads  more  attractive  investment 
vehicles,"  says  James  Vail,  transporta- 
tion analyst  of  the  Trust  &.  Investment 
Division  of  Chemical  Bank. 

The  Staggers  Act  of  1980,  for  example, 
cleared  the  track  several  ways.  It  gave 
the  railroads  greater  flexibility  in  estab- 
lishing and  changing  rates  and  permitted 
carriers  to  make  contracts  with  major 


Statistical  Spotlight 


shippers.  What's  more,  the  legislation  led 
to  a  recent  ruling  by  the  ICC  that  allows 
a  minimum  return  of  11.7%  on  railroad 
investments — up  from  11.22%  previous- 
ly. "It  is  quite  likely  that  competition 
from  other  railroads  and  truckers  will 
prevent  companies  from  earning  that  full 
amount  in  every  instance,"  says  Vail. 
However,  the  table  below  shows  most 
lines  still  have  ample  room  to  maneuver 
beneath  the  new  ceiling. 

Many  lines  are  also  favorably  poised  to 
take  advantage  of  the  anticipated  in- 
crease in  coal  traffic.  "In  1980  the  rails 
were  supported  largely  by  coal  and  grain 
shipments,"  Vail  explains.  "Recession- 
ary pressures  kept  general  merchandise 
shipments  down.  A  turnaround  in  mer- 
chandise shipments  on  top  of  coal  and 
grain  shipments  could  result  in  substan- 
tially higher  earnings."  Beyond  that, 
nearly  all  railroads  have  real  estate  and 
natural  resources  on  their  books  at  a  frac- 
tion of  actual  value.  To  get  an  idea  of 
what  that  can  mean,  read  about  Burling- 
ton Northern  on  page  120. 


The  little  engine  that  could 


r  the  past  12  months  most  of  the  railroads  below  have  on  the  more  optimistic  of  our  1981  earnings  estimates  and 
:ast  doubled  in  price.  But  even  at  their  present  values,  few  are  even  close  to  earning  11.7%  on  their  railroad 
t  lines  show  relatively  low  price/earnings  ratios  based    investment — as  provided  for  by  the  Staggers  Act  of  1980. 


Latest 

P/E  based 

Book 

Return  on 

12-month 

on  high 

value 

railroad 

Recent 

price 

-Earnings  per 

share  

estimate 

Indicated 

per 

property 

tad 

price 

range 

1979 

1980 

1981 

E 

for  1981 

yield 

share 

investment 

ington  Northern 

71 

77  -33 

$6.55 

$7.55 

$  7.50-$ 

8.00 

8.9 

1.8% 

$65.28 

4.1% 

52'/« 

55%-41'/k 

6.12 

7.13 

8.00- 

8.50 

6.1 

4.9 

70.32 

NA' 

ouri  Pacific2 

92 

115    -52 '/s 

1 1 .68 

10.70 

11.25- 

12.00 

7.7 

3.9 

58.51 

8.4 

oik  &  Western  Railroad' 

45% 

49i/2_24Y8 

6.36 

7.05 

7.25- 

7.75 

5.9 

5.7 

49.18 

8.9 

a  Fe  Industries 

94 

109  -49% 

8.08 

10.42 

11.50- 

12.00 

7.8 

3.2 

78.62 

5.9 

hern  Pacific 

49  Vi 

52    -30  Vk 

6.67 

5.78 

5.50- 

6.50 

7.6 

5.3 

80.36 

1.6 

hern  Railway4 

88V2 

89'/2-52'/4 

10.39 

11.57 

12.25- 

13.00 

6.8 

4.8 

83.51 

9.1 

>n  Pacific 

74l/2 

96'/4-371/4 

4.01 

4.22 

5.25- 

5.50 

13.5 

2.1 

29.56 

7.6 

posite  figure  for  CSX  not  available.  Return  on  investment,  1979,  for  major  lines  ot  CSX:  C&O  4.6%,  B&O  4.5%,  Western  Maryland  9.6%.  Seaboard  Coast  fine  7  2"... 
jjjle  &  Nashville  5-1%.  Shareholders  to  vote  on  merger  with  Union  Pacific.  Proposed  exchange:  1.1  common  and  0.2^S  preferred  ot  Union  Pacific  tor  1  share  ol 
uri  Pacific.  'Share  for  share  merger  with  Southern  Railway  has  been  approved;  to  form  NWS  Enterprises.  'Merger  with  Norfolk  &  Western  Railroad  approved, 
inge:  1  share  of  Southern  Railway  lor  1.9  shares  of  NWS  Enterprises.    E:  Estimate.    NA:  Not  available.  Source:  Trust  &  ItwestmetU  Division  of  Chemical  Hunk 


APRIL  27,  1981 


19.? 


Forbes /Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


Aetna  Insurance  62 

Airborne  125 

Air  California  54 

Air  Florida  54 

Ajinomoto  |)apan)  46 

Allen  &  Co  ~  33 

Am. ix   175 

Amber|ack  Ltd  12 

American  Airlines  112 

American  Safety  Razor   61 

Amoco   93 

ARCO   120 

Atlantic  reincorporation   177 

Avis   158 

Aztec  Mfg  102 

Baker  Intl  104,  106 

Bank  lulius  Baer  (Switzerland!   62 

Batterymarch   62 

Bayer  AG  ( W.  Germany)   52 

A.G.  Becker   62 

Black  &  Decker   177 

Boise  Cascade  1 10 

Braniff   25 

Burlington  Northern   120 

Burlington  Northern  Air  Freight   125 

CBI  Inds   87 

Caldor   12,  189 

Cananm  Investment  (Canada]  33 

Chrysler   25 

Condec   58 

ConSecur   8 

Consolidated  Controls   58 

Consolidated  Diesels   61 

Denny's  46 

Dresser  Inds   1 06 

Eastern  Air  Lines   1 12 

Emery  Air  Freight   125 

Exxon   8 


Fidelity  Funds 
Fiduciary  Trust  ....... 

Firestone  Tire  is.  Rur 
First  Natl  Bank  of  Bu 
First  Natl  B.ink  of  CI 

Fluor   

General  Electric   

General  Foods   

General  Motors  

Global  Marine   If 

Goodyear  Tire  &  Rubber   93 


.62 
.62 
.93 
.62 
.62 
155 
.58 
.46 
.58 


Greyhound  Leasing  &  Financial   175 

Gulf  Oil   93 

Halliburton   106 

K.  Hatton  &  Co  46 

Helmcrich  &  Payne  188 

Hitachi  (Japan)   46 

Huffy   12 

Hughes  Tool   104,  106 

IC  Inds  93 

Ideal  Toy   34 

International  Harvester  25 

Ito-Yokado  ||apan)   46 

Josten's  16 

K  mart   12,  189 

Kawasaki  Heavy  Inds  (Japan)   60 

Kemper  Financial   62 

Kenai   188 

Kennecott   175 

Kentucky  Fried  Chicken   46 

Leaseway  Transportation   16 

Eh  Lilly  &  Co   51 

Lipper  Analytical  Distributors   108 

Lipper  Analytical  Services   108 

Lombard-Odier  (Switzerland!   62 

MGM  Grand  Hotels   158 

McDonald's   46 

Managed  Account  Reports  178 

Mattel   34 

Merck  &.  Co   51 

Mfgrs'  Hyper-Marche   12 

Miles  Labs  52 

Milex  of  America  93 

Morgan  Guaranty   62 

Murray  Johnstone  |U.K.|   62 

NEC||apan|   46 

NRM   61 

National  Aviation  &  Technology   128 

National  Lead   58,  106 

Nestle'  (Switzerland)   46 

Noble  Affiliates   :  188 

Norton  Simon   155 

Occidental  Petroleum   155 

Ocean  Drilling  is.  Exploration   188 

Omark  Inds   66 

Ozark  Air  Lines   112 

Parker  Bros   34 

Parker  Drilling   188 

J.C.  Penney   :  12 

Pfizer   51 


Piedmont  Aviation   

Pillsbury   

Prudential  Life  is.  Accident   

Robert  Reid  Assocs   

Rolls  -Royce  Motors  (U.K.)   

Runzheimer  &  Co   

Safcty-Kleen   

St.  foe  Minerals  

Santa  Fe  Intl   

Schoenfeld  Inds  

Schwinn   

Scudder,  Stevens  is.  Clark   

Sears  Holdings  Ltd   

Sears,  Roebuck  

SEDCO   

7-Eleven  (Japan]   

Shell  Oil   

Smith  Intl  

SmithKline   

Sony  lap. mi   

Southern  California  Edison   

Southland   

Southwest  Airlines   

Standard  Oil  (Calif.|   

Standard  Oil  (Ohio|   

State  Farm  Mutual  Automobile  Insurance 

Target  

Teleprompter   

Tenneco   

Texaco   

Texas  Instruments  

Texas  Sevens  Resources  

Transamenca  Financial  

Tuneup  Masters   

Unimation   

Union  Oil  of  Calif  

Union  Pacific   

Unit  Drilling  is.  Exploration   

U.S.  Trust  

United  Westland  

Vickers  Ltd  (U.K.]   

Volvo  (Sweden|   

Wal-Mart  

S  C.  Warburg  (U  K  ]   

Warner-Lambert   

Western  Co  of  North  America   

Westgate-Caliiomia   

Westinghouse  Electric  

Worthington  Inds   


Do  you  know  anybody 
who  is  somebody  in  busines 
who  does  not  read 
Forbes  Magazine? 

Iwbes: 
CapitalistTbol 
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Flashbacks 


Edited  By  Dero  A.  Ss  unders 


lie  more  things  change. .  . ." 
as  from  past  issues  of  Forbes 

years  ago  in  Forbes 

ss  men  all  over  the  country 

make  a  point  of  having  a  talk 
leir  bankers   about   the  rates 

for  loans.  A  year  ago  bank  re- 
fere  fully  10%  below  what  they 
ay,  yet  commercial  borrowers 
:n  supplied  funds  at  [lower]  rates. 
2  rentals  charged  a  year  ago  were 
ough,  those  now  imposed  arc 
xcessive.  Instead  of  money  being 
han  it  was  12  months  ago,  it 
now  be  materially  cheaper.  In- 
lere  was  need  for  applying  the 
1  brakes  at  this  time  last  year, 

now  there  is  urgent  need  for 
;  every  legitimate  stimulus." 

years  Dr.  John  H.  Kellogg  has 

the  open  air — not  merely  in  a 
itilated  room,  or  in  an  enclosed 
porch,  but  in  the  actual  open — 
iking  up  of  a  winter  morning  to 
sleeping  bag  covered  with  snow, 
ears  he  has  lived  on  grains,  fruits 
:tables — two  meals  a  day.  At  the 
reek  Sanitarium,  of  which  he  is 
endent,  he  answers  health  ques- 
ery  Monday  night.  His  question 
aently  contains  a  query  like  this: 
level,  now,  Doctor,  don't  you 
iown  and  enjoy  a  big,  juicy  beef- 
a  couple  of  tender  lamb  chops?' 
Doctor,  given  this  lead  for  his 
topic,  will  enthusiastically  ex- 
it he  has  'never  had  any  desire  to 
his  stomach  and  colon  a  potter's 
deceased  animals.'  " 
in  H.  Kellogg  was  a  reflection  of 
19th-century  explosion  of  inter- 
et  and  nutrition.  But  before  dis- 
him  as  merely  flaky,  consider 
had  a  hand  in  starting.  The  grain 
ons  to  which  he  enthusiastically 
d  his  patients — one  complained 
>o  hard  crust  of  bread  broke  her 
i — led  Dr.  John's  brother  William 
*g,  business  manager  of  the  Sani- 
to  try  around  the  turn  of  the 
to  devise  more  palatable  and  di- 
cereals.  A  happy  accident  cre- 
;at  flakes,  soon  followed  by  other 
:  that  became  the  foundation  of 
kfast  cereal  industry, 
le  was  the  fame  of  the  products 
>y  Sanitarium  patients  returned 
at  some  40  companies  sprang  up 
:  Creek  between  1902  and  1904 
the  new  foods.  In  1906  William 
at  46,  gave  it  a  try  himself  by 
W.K.  Kellogg  Co.— still  the  mar- 
it  75  years  later,  with  some  40% 
eakfast  cereal  trade. 


Fifty  years  ago 

"When  Harvey  D.  Gibson  acquired  con- 
trol of  the  Manufacturers  Trust  Com- 
pany of  New  York,  he  told  the  writer 
[Editor  B.C.  Forbes),  'I  want  to  pick 
working  directors.  I  don't  want  figure- 
heads. I'd  rather  pay  Idirectors  who  ac- 
tively help  to  build  up  an  institution  than 
have  figureheads  who  merely  attend 
meetings  and  receive  no  compensation 
except  a  gold  piece.'  .  .  .  Investigation  of 
the  affairs  of  the  failed  Bank  of  United 
States  reveals  that  various  directors 
claim  they  knew  little  or  nothing  of  what 
was  going  on.  .  .  .  But  the  Chief  fudge  of 
New  York's  highest  appellate  court,  up- 
holding indictments  of  such  directors, 
lays  down  this  sensible  rule:  'No  custom 
or  practice  can  make  a  directorship  a 
mere  position  of  honor  void  of  responsi- 
bility, or  cause  a  name  to  become  a  sub- 
stitute for  care  and  attention.  The  per- 
sonnel of  a  directorate  may  give  confi- 
dence and  attract  custom;  it  must  also 
afford  protection.'  " 

But  Harvey  Gibson  was  more  than  a 
New  Englander  with  a  sharp  eye  for  get- 
ting work  from  his  directors.  This  son  of 
a  New  Hampshire  judge  was  also  one  of 
the  truly  creative  bankers  of  his  age. 

As  head  of  a  small  New  York  bank,  in 
the  Depression  he  seized  a  chance  to 
take  control  of  a  shaky  Manufacturers 
Trust  Co.,  then  the  27th-largest  U.S. 
bank,  and  expanded  when  no  one  else 
would.  He  signed  up  new  correspondent 
banks  when  other  big  banks  feared  to, 
lest  they  be  asked  for  loans.  He  had  Man- 
ufacturers act  as  liquidating  agent  for 
nine  failed  New  York  banks;  by  paying 
the  liquidating  dividends  through  MT  of- 
fices he  picked  up  new  depositors  and 
was  able  to  buy  branches  cheap.  More 
branches  came  by  mergers,  still  more  by 
purchase  from  bigger  banks  like  Chase. 
In  a  far  more  crowded  arena,  Gibson 
rivaled  Bank  of  America's  A. P.  Giannini 
as  an  apostle  of  mass  banking:  The  fu- 
ture, he  believed,  belonged  to  the  retail 
banks — not  lordly  wholesale  banks  like 


New  York's  First  National,  now  long 
since  merged  into  Citibank.  Gibson's  ul- 
timate victory  came  after  his  time  when, 
in  late  1961,  Manufacturers  absorbed  the 
stodgy  wholesale  Hanover  Bank  to  clinch 
its  spot  as  the  fourth-largest  U.S.  bank. 

Prim  New  Englander  though  he  was, 
Harvey  Gibson  knew  how  to  live.  He 
liked  to  ride  horseback  each  mornin,"; 
before  6  on  his  Long  Island  estate,  then 
dress  and  eat  a  leisurely  breakfast  on  his 
yacht  taking  him  to  a  9:30  arrival  at  his 
lower  Manhattan  office.  Now  that's 
commuting! 


Manny  Hanny  pioneer  Harvey  Gibsoti 


Quitting  time  at  Lawroice,  Mass.  textile  mill 


"The  outlook  for  women's  apparel  con- 
tinues more  favorable,  especially  with 
the  gradual  disappearance  of  the  flapper 
type  and  the  greater  sanity  in  women's 
dress,  especially  in  the  increasing  num- 
ber of  garments  worn.  This  does  not  take 
into  consideration  the  increasing  style 
consciousness  of  the  American  female 
population,  the  increasing  real  wages  of 
the  female  population,  as  well  as  the  in- 
creasing number  of  women  gainfully  em- 
ployed. The  almost  instant  dissemina- 
tion of  style  information  [by)  the  motion 
picture,  rotogravure  section  and  radio, 
along  with  the  possible  introdu;tion  of 
television,  means  more  ripid  style 
changes  and,  therefore,  a  greater  number 
of  garments  purchased." 

IWenty  five  years  igo 

"For  many  months  it  was  common  gos- 
sip around  Detroit  clubs,  but  now  it  was 
official:  Studebaker-Packard  Corp.,  the 
U.S.'  largest  'independent'  maker  of  mo- 
tor cars  and  possessor  of  two  of  the 
proudest  names  in  autodom,  was  in  seri- 
ous financial  trouble.  [Its)  1956  Studebak- 
ers,  Clippers  and  Packards  just  were  not 
selling.  In  the  first  16  weeks  of  this  year, 
Studebaker's  output  fell  to  35,729  cars, 
off  31%  from  1955;  Packard's  dropped  to 
8,523,  down  a  brutal  66%." 
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Dost  thou  love  life?  Then 
do  not  squander  time,  for 
that's  the  stuff  life  is  made  of. 
Benjamin  Franklin 


Man's  chief  purpose  is  to  live  . 
not  to  exist.  I  shall  not  waste 
my  days,  trying  to  prolong 
them.  I  shall  use  my  time. 
Jack  London 


That  pose  and  those  important 
airs  don't  fit  you  well.  It's 
obvious  that  they're  false. 

JOSEMARIA  ESCRIVA 


Him  whom  a  little  will  not 
content,  nothing  will  content. 
Epicurus 


The  truest  mark  of  being 
bom  with  great  qualities, 
is  being  bom  without  envy. 
La  Rochefoucauld 


A  Text . . . 

And  God  is  able  to  make 
all  grace  abound  toward 
you;  that  ye  always  having 
all  sufficiency  in  all 
things,  may  abound  to 
every  good  work. 
U  Corinthians  9:8 


Sent  in  by  Wm.  R.  Curry,  Ypsilanti,  Mich. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


How  to  conquer  jealousy? 
Conceal  it  consciously. 
To  your  wide  surprise,  one 
day  you  will  not  be  able  to 
trace  it  at  all.  It  will  all 
be  gone,  a  story  of  the  past. 
Sri  Chinmoy 


Envy  is  wanting  what 
someone  else  has  without 
knowing  fully  what  he's  got. 
Frank  Tyger 


Thoughts 

on  the  Business  of  Life 


Do  not  some  of  us  love 
ostentation  overmuch,  and 
are  too  prone  to  ape  those 
better  circumstanced  than 
ourselves?  Such  foolishness 
not  only  costs  money,  but 
squanders  time.  It  leaves 
too  little  leisure  for  mental 
repose  or  for  mental  exertion, 
too  little  opportunity  for 
self-culture,  too  little  time 
for  learning  the  art  of  living, 
which,  after  all,  should  he 
the  end  we  all  have  in  view. 
B.C.  Forbes 


I  have  learned  to  seek  my 
happiness  by  limiting 
my  desires,  rather  than 
attempting  to  satisfy  them. 
John  Stuart  Mill 


Habit  converts  luxurious 
enjoyments  into  dull  and 
daily  necessities. 
Aldous  Huxley 


We  are  all  of  us  richer 
than  we  think  we  are. 
Michel  de  Montaigne 


It  remains  true  that  the  greatest 
injustices  proceed  from  those  who 
pursue  excess,  not  from  those 
who  are  driven  by  necessity. 
Aristotle 


Most  of  us  are  no  better 
than  we  believe  others  to  be. 
Arnold  Glasow 


More  than  3,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Pleasures  of  the  senses  pass) 
quickly;  those  of  the  heart 
often  become  sorrows;  but  i 
pleasures  of  the  mind  are  w 
us  until  the  end  of  the  jourrl 
Spanish  Proverb 


Making  myself  known  is  no 
what  is  uppermost  in  my  mi 
I  am  aiming  at  something 
better:  to  please  myself. 
Gustave  Flaubert 


To  know  what  one  can  have 
and  what  to  do  with  it  is 
the  basis  of  equilibrium. 
Pearl  Buck 


We  all  have  within  us  a  cent 
of  stillness  surrounded  by  siil 
Dag  Hammarskjold 


We  are  all  the  same — 
fools  of  our  own  woes! 
Matthew  Arnold 


Great  men  are  more 
distinguished  by  range  and 
extent  than  by  originality. 
Ralph  Waldo  Emerson 


The  whole  problem  of  life  is 
to  understand  one  another. 
Woodrow  Wilson 


Bees  accomplish  nothing 
save  as  they  work  together, 
and  neither  do  men. 
Elbert  Hubbard 


For,  in  the  final  analysis, 
our  most  basic  common  link 
that  we  all  inhabit  this  small 
planet.  We  all  breathe  the 
same  air.  We  all  cherish  our 
children's  future.  And  we 
are  all  mortal. 
John  Kennedy 


That  which  is  to  be  most 
desired  in  America  is 
oneness  and  not  sameness. 
Stephen  S.  Wise 
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W  THE  TASTE  BEYOND 
12-YEAR-OLD  SCOTCH 


,77/,- 

GLENLIVET 

AGED  12  YEARS 


I. 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  srruxrth- 
ness  and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 


The  Glenlivet 

Unchanged  since  1824. 


GLEMJVtf 

12  YEARS  OLD 
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Why  a  Hasselblad 
costs  more 


'981 


than  other  cameras. 


It  takes  a  full 
year  to  make  a 
Hasselblad  camera. 
Almost  every  part  right  down  to  the 
smallest  screw,  is  made  by  Hassel- 
blad. There  is  no  mass  production 
involved.  All  the  parts  are  assembled 
by  hand,  and  fit  together  with 
extraordinary  precision. 

A  Hasselblad  is  designed  and 
constructed  to  give  long  years  of 
optimum  performance  to  the 
professional  photographer,  who 
depends  on  his  camera  for  his 
livelihood.  Consequently,  a 
Hasselblad  camera  is  both  rugged 
and  sensitive — an  exquisitely 
responsive  photographic  instrument 
of  the  sturdiest  construction. 

Because  a  Hasselblad  gives 
performance  far  beyond  that  of 
other  cameras,  the 
Hasselblad  design 
philosophy 
centers  around 
"continuity" 


rather  than 
"obsolescence".  New  accessories  will 
fit  Hasselblad  cameras  of  20  years  ago. 


In  the  long  run,  a  Hasselblad 
not  only  pays  for  itself  by  its 
performance,  but  also  retains  its 
value.  In  fact,  Hasselblad  cameras 
have  been  sold,  after  years  of  usage, 
for  more  than  twice  the  original 
purchase  price. 

Hasselblad  is  founded  on  the 
principle  of  interchangeability  of 
parts,  so  once  you  own  a  Hasselblad 
camera,  you  have  access  to  the  entire 
Hasselblad  System — the  most 
comprehensive  of  its  kind. 

There  are  four  camera  models  to 
choose  from. 

First,  there  is  the  Hasselblad  500 
C/M,  with  leaf  shutter  and  flash 
synch  speeds  up  to  1/500  second. 

A  more  specialized  camera  is  the 
Hasselblad  Superwide  C/M,  with  a 
built-in  wide  angle  lens  that  gives  a 
distortion-free  90°  angle  of  view. 

The  500  EL/M  motor 
Hasselblad,  ideally  suited  for  fast 
shooting  and  remote  control 
operation. 

And  then,  the  superb  Hasselblad 
2000  FC,  with  an  electron- 
ically-controlled shutter 
that  provides  speeds  up  to 
1/2000  second. 

As  your  needs  grow, 
you  can  modify  your 
Hasselblad  accordingly  by 
interchanging  the  lenses, 
viewfinders  and  film  backs, 
as  well  as  utilizing  any  of 


the  numerous 
accessories. 
You  can  even 
change  film 
formats — something 
you  can't  do  with  other  cameras.  For 
example,  you  can  shoot  in  the  truly 
ideal  2lA"  square  format  that  makes 
it  easy  to  view,  frame  and  focus,  and 
that  results  in  an  image  2>Vi  times 
larger  than  35mm.  Or  simply  snap 
off  the  film  magazine  back  and 
instantly  replace  it  with  a  6  x  4.5  cm 
format  magazine,  which  enlarges  to 
8"  x  10".  Your  third  choice  is  to 
shoot  "superslides"  that  project  on 
any  35mm  projector,  but  give  you 
twice  the  image  area  of  35  mm, 
dramatically  filling  the  screen. 

So,  while  a  Hasselblad  costs 
more,  it's  easy  to  see  why  so  many 
serious  photographers  feel  they  can't 
afford  to  be  without  it. 

See  your  Hasselblad 
franchised  dealer  or  write  for 
one  of  our  bulletins  on 
square  composition,  and  a 
comprehensive  brochure  on 
the  Hasselblad  system  to: 
Victor  Hasselblad  Inc., 
Dept.  A- 14, 
10  Madison  Road, 
Fairfield,  N.J.  07006. 


H  A 

When 


S  S  £  L  B  L  A  D 

you  shoot  for  perfection 


What  is  your 

IUIQ? 

IU  is  a  multi-billion  dollar  diversified  company  involved  in 
some  of  the  most  interesting  businesses  of  the  80s.  Yet  many 
people  don't  know  as  much  as  they  should  about  IU.  How  about 
you?  To  test  your  IU  IQ,  try  answering  these  four  sample  ques- 
tions. Then,  check  your  answers  with  the  right  ones  below. 

Score  25  points  for  each  right  answer.  A  score  of  75  or 
better  means  you  probably  should  be  a  stockbroker  (or  are 
already  an  IU  shareholder).  A  score  of  50  or  less  means  you 
need  a  copy  of  our  1980  annual  report.  Write  to  Corporate 
Affairs  Department,  IU  International,  1500  Walnut  Street, 
Philadelphia,  PA  19102. 

1 Which  of  these  growing  truck  companies  are  IU  opera- 
#    tions?  (a)  Ryder  Truck  Lines,  (b)  Helms  Express,  (c)  Pacific 


Intermountain  Express,  (d)  all  of  the  above,  (e)  none  of  the  above. 


2. 


4. 


IU  is  a  leader  in  environmental  services.  This  $250  million 
business  includes  (a)  pollution  control  for  power  plants,  (b)  handling 
waste  materials  at  steel  mills,  (c)  hazardous  waste  disposal,  (d)  water 
management  services,  (e)  all  of  the  above,  (f)  none  of  the  above. 


Sugar  'n  spice  and  everything  nice  comes  from  C.  Brewer 
&  Company  in  Hawaii.  They  are  world  famous  for  (a)  macada- 
mia  nuts,  (b)  pineapple,  (c)  curry  powder,  (d)  all  of  the  above,  (e) 
none  of  the  above. 


IU  has  restructured  its  business  by  (a)  acquiring 
full  ownership  of  a  major  agribusiness  in  Hawaii,  (b) 
spinning  off  its  ocean  shipping  company  to  share- 
holders, (c)  exchanging  its  control  of  a  Canadian 
utility  for  its  own  common  stock,  (d)  all  of  the 
above,  (e)  none  of  the  above. 
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International 


TO  US, 

1980 WAS 
AVERY 
GOODYEAR. 


In  1980  our  income  from  operations 
reached  a  record  $240  million  ($3.67  per 
share)  on  revenues  of  $4.4  billion. 

In  a  difficult  economic  envi- 
ronment like  1980,  we  think  this 
kind  of  performance  demonstrates 
the  soundness  of  our  basic  strategy, 
which  is  to  operate  as  a  diversified 
company  and  concentrate  our  efforts 
in  businesses  with  strong  growth 
potential. 

We  think  these  record  figures  also 
point  out  our  overall  financial  strength, 
the  added  value  we  bring  to  our  individ- 
ual operations,  the  talents  of  our  people, 
and  of  course,  our  dedication  to  giving  our 
customers  First  Rate  Service  at  a  Fair  Price! 

1980  was,  in  fact,  our  fifth  straight 
record  year.  Over  those  five  years  our 
growth  in  both  earnings  and  dividends  has 
significantly  outpaced  the  Standard  & 
Poors  averages. 

If  you'd  like  more  information  about 
how  our  companies  have  been  doing— in 
financial  services,  travel  and  entertainment 
services  and  manufacturing  of  precision- 
engineered  products— just  send  the 
coupon  at  right  and  we'll  send  you  our 
1980  annual  report. 


Mail  to: 

Transamerica  Corporation 
Corporate  Relations  Dept. 
P.O.  Box  7648 
San  Francisco,  CA  94120 


Please  send  me  a  copy  of 
Transamerica's  1980  Annual  Report. 


Name. 


Address  . 


City/State/Zip. 
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215  The  Forbes  500s: 
Stress  is  the  law  of 
life  for  the  biggest  of 
U.S.  businesses.  In 
1980  they  had  quite  a 
bit  of  it. 


60  Caterpillar  Tractor:  The  vir- 
tues of  keeping  your  word. 


67  The  Up-And- 
Comers:  Hard  times 
may  be  plaguing  the 
auto  insurance  indus- 
try, but  not  Lou  Fos- 
ter's little  20th  Cen- 
tury Insurance. 


118  The  1 10  million  people  and 
six  countries  that  make  up  the 
modern  Russian  empire  are  far 
from  a  monolith.  Consider  the 
Hungarians. 
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xicab  driver. 
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Side  Lines 


A  dilemma  for  the  Kremlin 


Poland  is  the  focus  of  the  news  from 
Eastern  Europe  these  days,  so  why  are  we 
doing  a  major  article  on  Hungary,  that 
little  nation  of  10.5  million  people  that 
has  scarcely  been  heard  from  since  its 
populace  was  crushed  under  the  weight 
of  Soviet  tanks  a  quarter  century  ago? 
The  answer  is  simple.  We  happen  to 
think  that  what  is  going  on  in  Hungary 
may  have  more  significance  in  the  long 
run  than  the  outcome  of  the  more  sensa- 
tional events  in  Poland  and  Afghanistan. 

Hungary  is  finding  ways  of  paying  lip 
service  to  the  demands  of  socialism 
while  adopting  in  practice  more  and 
more  of  the  incentives  of  capitalism.  It  is 
turning  into  what  old-line  Stalinist  types 
bitterly  assail  as  "refrigerator"  social- 
ism— that  is,  socialism  with  a  strong 
bourgeois  strain  in  it. 

In  reporting  the  article  that  begins  on 
page  118,  Lawrence  Minard,  our  Europe- 
an Bureau  Manager,  lunched  in  Budapest 
with  one  of  Hungary's  leading  intellectu- 
als, Dr.  Ivan  Boldizsar,  editor  of  the  New 
Hungarian  Review.  Listen  to  what  the 
bitingly  witty,  courteous  Dr.  Boldizsar 
had  to  say:  "We  have  gotten  rid  of  the 
Russian  model  in  the  economic  sphere. 
But  we  still  need  something  to  replace  it 
in  the  political  sphere.  The  problem  we 
face  is  somehow  finding  new  forms  of 
democracy  without  losing  the  authority 
of  the  [Communist]  Party." 

An  interesting  statement  that;  a  neat 
trick  if  they  can  accomplish  it — to  talk 
communist  but  act  in  an  increasingly  free- 
enterprise  manner.  Already,  Minard 
points  out,  Hungary  has  achieved  a  high 
degree  of  prosperity,  accepting  Soviet  he- 
gemony without  submitting  to  the  despo- 
tism tbat  characterizes  Soviet  puppets 


Forbes'  Lawrence  Minard  ( center)  with 
time  entrepreneur  Istvan  Pelikan  (righi 

like  Cuba,  North  Vietnam  and  Nortl 
rea,  tosaynothingofPolandandRum 

The  degree  of  Hungary's  compar 
prosperity  becomes  clearer  in  the 
that  follows — a  report  by  Minard  or 
mania's  faltering  economy.  Said  ont 
manian  intellectual  to  Minard  in  de 
over  inept  policymaking  combined 
sheer  police  terror:  "There  is  nol 
anyone  can  or  wants  to  do."  The  stc 
on  page  131 . 

These  back-to-back  reports  go  tc 
heart  of  the  dilemma  now  confroi 
the  Soviet  leadership.  If  the  effect  o 
Hungarian  experiment  can  be  conta 
making  ordinary  people  more  willii 
accept  communism  without  ena 
them  to  alter  its  ultimately  repre 
nature,  that  could  be  very  bad  new 
the  cause  of  freedom  there.  But  ii 
experiment  were  to  prove  contagio 
it  were  to  encourage  communist  s 
elsewhere  to  introduce  economic  ir 
tives,  making  these  states  more  hun 
more  human,  that  could  be  good  ne1 
immense  proportions  to  the  caue 
freedom  everywhere. 


The  sun  also  rises . . . 


The  hoary  cliche'  that  U.S.  business  is 
increasingly  dominated  by  a  few  giant 
companies  is  regularly  disproven  by  the 
Forbes  500s.  This  year  is  no  exception. 
The  cutoff  point  for  the  Sales  500  is 
almost  exactly  $1  billion — number  500, 
Square  D,  had  $999  million  in  sales.  That 
means  there  are  now  500  billion-dollar 
public  corporations  in  the  U.S.  While 
some  big  names  dropped  off  through  ac- 
quisition or  otherwise — Allegheny  Lud- 
lum,  Continental  and  Western  airlines, 
GAF,  Scovill,  White  Motor — 33  new 
companies  made  the  list  this  year  in 
industries  as  diverse  as  publishing 
(McGraw-Hill)  and  reinsurance  (General 


Re).  U.S.  business  keeps  getting  bi 
true,  but  the  law  of  life  and  regener; 
applies  in  all  its  dimensions — not  on 
sales,  but  also  in  profits,  assets  and  a 
market  value.  Talking  about  rege: 
tion,  in  fact,  one  of  those  33  "newi 
ers"  is  the  new  Penn  Central,  rec« 
back  from  the  dead.  The  500s  begi 
page  215. 
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The  latest  technological  advances  in  copie 
design  and  engineering  including  an 
advanced  electronic  micro  processor,  a 
straight,  safe  paper  path  and  an  efficient,  c 
toner  system  have  earned  the  Royfax  1 15 
the  highest  reliability  ratings! 

Now  we've  incorporated  this  same 
remarkably  reliable  technology  in  a  copyinj 
system.  The  new  Royfax  130R. 

30  RELIABLE  COPIES  PER 
MINUTE.  The  new  Royfax  130R  delivers 
to  30  clear,  crisp,  permanent,  dry  copies  pe 
minute  on  a  variety  of  paper  stocks  ranginc 
up  to  1 1 "  x  17".  Dual  paper  cassettes  make 
changing  paper  sizes  a  snap! 

RELIABLE  REDUCTION.  The 
Royfax  130R  can  reduce  original  documen 
as  large  as  1 1"  x  17"  down  to  a  manageabl 
8V2"  x  1 1 ".  That  will  take  the  load  off  your 
filing  system,  provide  file  security  and  redu 
mailing  costs,  too. 
RELIABLE  DOCUMENT  FEED  AND  SORTER 
OPTIONS.The  Royfax  130R  has  an  optional  document  feeder  th; 
tomatically  aligns,  feeds  and  "tracks"  each  original  through  the  copy  cycl< 


t  sorter/collator  is  another  option 
to  increase  office  efficiency  and 
productivity. 

IT'S  AFFORDABLE.  The  Royfax 
130R,  with  its  low  "down  time,"  costs 
less  than  even  the  least  expensive 
Xerox  reducing/sorting  system! 

The  new  Royfax  130R.  It  fills  all  your 
copying  needs  at  a  cost  you  can  afford. 


ROYAL  BUSINESS  MACHINES.INC.,  Dept.  510 
150  New  Park  Avenue 

Hartford ,  CT  061 06  fbs-s 

OK,  Royal,  give  me  the  facts  on  the  reliable  Royfax 
copiers  and  how  they  can  increase  office 
productivity  at  a  cost  I  can  afford! 
□  ROYFAX  115  □  ROYFAX  130R 
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Office  Typewriters  •  Plain  Paper  Copiers  •  Electronic  Typewriters  •  Text  Editing  Typewriters  •  Word  Processing  •  Roytype*  Suppli 


THE  TEST  OF  J 

IS  FINDING  HOLE 


MAGAZINES 


StEAT  HAGAZME 
IT 


A  recipe  torn  out  of  Good  Housekeeping.  A  page  of  little-known  trout 
streams  ripped  out  of  Sports  Afield.  Three  sentences  of  wisdom  that  help  you 
lave  a  fuller  life  clipped  out  of  Cosmopolitan. 

These  things  may  not  seem  like  much  to  you.  But  to  us  at  the  Hearst 
Corporation,  they're  some  of  the  highest  compliments  we  could  get. 

We  at  Hearst  are  a  total  communications  company.  And  a  big  part  of  what  we 
lo  is  publish  20  magazines,  distributed  in  30  countries,  in  8  languages. 

So  when  we  come  across  one  of  them  with 
something  torn  out,  we  know  someone  didn't  just 
read  our  magazine.  They  got  involved  in  it. 
They  were  impressed  by  it. 

But  magazine  publishing  is  just  one 
facet  of  the  Hearst  Corporation.  We  also 
publish  13  newspapers,  coast  to  coast. 
From  the  San  Francisco  Examiner 
to  Albany's  Times  Union  and 
The  Knickerbocker  News. 

We  publish  countless  books.  Best 
sellers  from  Arbor  House  like 
Come  Pour  the  Wine"  and  "Portraits.'' 
\nd  "The  Thorn  Birds"  and  "Ashes  in  the  Wind"  from  Avon. 

We  operate  3  television  stations  and  7  radio  stations  in  major 
jnarkets  like  Baltimore,  Pittsburgh  and  Milwaukee.  We're  even 
'aunching  cable  TV  networks. 

King  Features,  home  of  "Popeye"  and  "Blondie,"  is  Hearst  too. 
Wl  that's  not  to  mention  other  industries  we're  involved  in.  Like 
brest  products,  ranching  and  real  estate. 

But  basically,  if  you  can  read  it,  watch  it  or  hear  it,  chances  are 
rlearst  is  involved  in  it. 


We  inform  you,  entertain  you,  challenge  you. 
And  we  know  we've  helped  you,  when  you  take  one  of  our 
lagazines  and  tear  it  apart. 

THE  HEARST  CORPORATION 

We  talk  to  millions  of  you.  One  at  a  time. 


Television  star,  Vickie  Lawrence, 
rnds  someone  got  to  her  magazine  before 
she  did.  Taken  from  one  of  our 
current  TV  commercials. 


<_  1981  The  Hearst  Corporation 
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Wevegol 
coal 
to  burn 

(and  nuclear  fuel,  too!) 


Tom  Gage 

Area  Development  Manager 

Omaha-Southeastern  Nebraska 
is  loaded  with  dependable  electric 
power  from  fuel  sources  not  subject 
to  embargo  or  excessive  price 
increases. 

Plenty  of  coal  and  nuclear  fuel 
produces  an  abundance  of  electric 
power  at  rates  consistently  below  the 
national  average.  An  electric  utility 
ready  to  work  with  you.  A  hospitable 
atmosphere  between  industry  and 
the  community.  Southeastern 
Nebraska's  room  to  grow  leaves  you 
room  for  profit. 

Central  location,  right-to-work 
law,  quality  labor  supply. 

Let  Tom  Gage  at  OPPD  fill  you 
in.  He's  Omaha  Public  Power  Dis- 
trict's Industrial  Development  expert. 

Clip  and  send  him  this  coupon 
or  call  today  (402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area  Power  Pool 


Tom  Gage,  Manager  of  Area 
Development 

Omaha  Public  Power  District 
1623  Harney  Street 
Omaha,  Nebraska  68102 

Please  send  me  facts  on  Omaha- 
Southeastern  Nebraska. 
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Name 
Title 

Company 
Address 
City 
State 


Z'P 


Edited  By  John  A. Conway 


Men  vs.  women 

Businessmen  will  be  watching  the  Su- 
preme Court  tor  a  decision  in  late  (unc 
on  the  question  of  whether  nurses,  say, 
or  secretaries,  who  are  usually  .women, 
should  get  the  same  pay  as  mechanics  or 
construction  workers,  who  are  usually 
men  I  he  case  involves  prison  guards  in 
Oregon,  hut  the  issue  is  the  concept  of 
"comparable  worth,"  an  idea  promoted 
by  women's  rights  groups  and  federal 
equal-opportunity  watchdogs.  The  argu- 
ment: Employers  can  he  sued  under  the 
I  964  Civil  Rights  Act  if  they  pay  women 
less  than  men  in  jobs  of  similar  value, 
even  if  the  work  is  totally  different. 
That's  one  way,  proponents  argue,  to 
break  the  pattern  that  keeps  women's 
paychecks  at  about  60%  of  males'.  Lined 
tip  against  the  idea  are  the  National  As- 
sociation of  Manufacturers,  the  Business 
Roundtable  and  the  Reagan  Administra- 
tion, all  of  whom  sec  the  comparable 
worth  doctrine  as  one  more  attempt  to 
tell  businessmen  how  to  run  their  com- 
panies. The  28,000-tnember  American 
Society  for  Personnel  Administration 
has  asked  the  Court  to  reject  the  concept 
when  it  rules  on  the  Oregon  guards  and 
matrons.  It  comparable  worth  is  upheld, 
the  ASPA  argues,  it  could  cost  business 
from  $50  billion  to  $150  billion  a  year 
and  have  the  government  setting  pay 
standards  rather  than  the  market,  man- 
agement or  collective  bargaining. 

How  poor  is  poor? 

Washington  says  it  now  costs  more  to  be 
poor.  Under  new  federal  guidelines,  an 
urban  family  of  four,  for  example,  is 
considered  living  in  poverty  if  its  income 
is  less  than  $8,450  a  year.  A  year  ago  the 
cutoff  was  $1,000  below  that  figure.  A 
single-person  "family"  by  federal  lights 
is  poor  if  income  falls  below  $4,310 
annually,  $520  higher  than  the  1980 
ceiling.  The  guidelines  determine  in- 
come eligibility  for  the  federal  assistance 
programs. 

The  CPA  faces  life 

One  ot  Parkinson's  Laws  holds  that 
work  expands  to  fill  the  time  allotted  to 
it;  the  same  could  be  said  about  money. 
After  eight  years  of  operating  comfort- 
ably on  surplus  budgets,  the  Financial 
Accounting  Foundation  is  bracing  for  fu- 
ture deficits.  Actually,  the  cause  is  not  so 
much  tin'  work  as  the  nature  of  gift- 
giving  to  nonprofit  organizations.  When 
it  was  set  up  in  1973  and  for  some  years 
after,  the  hulk  of  the  foundation's  money 
came  from  the  big  accounting  firms. 
(The  FAF  changed  the  rules  later  so  that 
the  CPAs  now  provide  38%  and  2,000  of 


their  company  clients  supply  the  rj 
The  problem  is  that  givers  tend  to  igj 
things  like  inflation.  Contribution 
1980  were  20%  above  those  in  | 
with  inflation  factored  in,  they  \ 
35%  below  1973.  And  the  accounj 
foundation's  budget  projections  soj 
make  no  provision  for  the  possib 
that  it  may  at  some  future  date  takj 
the  additional  chore  of  setting  stand 
for  the  50  states  and  40,000  munici 
ities  in  the  U.S.  The  trustees  have 
started  working  on  a  five-year  plai 
include  both  outside  fundraising 
fresh  ways  to  increase  the  internal  , 
eration  of  income. 


After  school  taxes 

Teachers  have  given  the  IRS  sometl 
new  to  think  about — tax  deduction 
at-home  meetings  with  students  and 
ents.  With  many  schools  closing  as  s 
as  pupils  leave,  both  for  protection 
for  energy  conservation,  the  Natic 
Education  Association  says  its  mem 
are  forced  to  use  their  homes  for  pa: 
and  student  conferences,  as  well  as 
their  own  homework. 


What  next  for  OPEC? 

When  Ahmed  Zaki  Yamani,  Saudi  . 
bia's  oil  minister,  sits  down  with 
OPEC  peers  in  Switzerland  in  a 
weeks,  he  should  be  ready  to  deal  f 
strength  in  getting  the  cartel  to  settle 
a  uniform,  long-term  pricing  policy, 
should  be,  but  will  he?  The  Saudis,  pu 
ing  a  record  10.3  million  barrels  a 


Ahmed  Zaki  Yamani 

How  much  logic  will  OPEC  heed? 
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Why  this  Chicago  ad  man  leaves  his  $200  attache 
case  in  the  closet  and  carries  our  $28*50  Courier. 


Dick  Anderson,  an  Executive 
Vice  President  of  Needham, 
Harper  and  Steers,  explains  it 
this  way: 

"I'm  always  trying  to  jam 
nmrc  things  into  an  attache 
than  it  was  ever  meant  to  hold. 
That  plays  hell  with  stiff- 
j  hacked  cases.  So  I  find  myself 
leaving  my  $200  leather  case 
in  the  closet,  and  carrying  ni\ 
canvas  Courier.  It  swallows 
overloads  without  complaint, 
has  inside  pockets  for  my  cal- 
culator and  slide  rule,  even  a  snap  hi k ik 
for  keys." 

And  more. 

That's  not  even  the  whole  story  of  our 
Courier.  It's  made  of  tough  yet  soft  18 
oz.  Square  Rigger  cotton  canvas.  Has 
comfortahle  padded  handles.  Smooth- 
operating  YKK  zippers.  Comes  in  four 
businesslike  colors.  Pretty  impressive 


for  $28.50.  And  we'll  add  your 
monogram  for  just  $5  more. 

We  make  the  Courier  and  over  a 
hundred  other  Lands'  End  items  at  our 
duffle  works  in  Boscobel,  Wisconsin. 
That  way  we  can  guarantee  the  best 
p<  issible  materials  and  workmanship. 
And  sell  our  soft  luggage  to  you  without 
middleman  mark-ups. 

First  quality,  then  price. 

What  we  have  to  offer  goes  beyond 
soft  luggage,  even  beyond  our  great 
sportswear  and  accessories.  The  Lands' 
End  tradition  affects  everything  we 
offer  you. 

First,  quality.  Then,  price.  And 
always,  always  service. 

That's  why  we  offer  a  guarantee 
that  would  put  lesser  merchants  out  of 
business.  Simply:  "If  you  are  not  com- 
pletely satisfied  with  any  item  you  buy 
from  us,  at  any  time  during  your  use  of 
it,  return  it  and  we  will  refund  your 


and  a  1 


shirt* 


full  purchase  price." 

If  we're  new  to  you,  we  don't  ask 
that  you  trust  us.  Just  try  us.  By  phone, 
you  can  reach  us  toll-free  24  hours  a  day 
at  800-356-4444  (except  Wisconsin  call 
608-935-2788).  Or  fill  in  the  coupon. 
3rder  a  Courier  or  not,  as  you  like.  But 
et  us  send  you  a  free  copy  of  our  spring 
kinds'  End  catalog. 


I   I  Please  send  free 
64-paKe  catalog. 
Lands'  End  Dept.  H-02 
Dodgeville,  WI  53533 


Ship  Courier  Attaches.  $28. 50  ea. 

plus$2.50shpK.  L~]Tan  Q  Navy 

I   I  Brown  EH  Grey 

$5.00  to  monogram  3  initials;  ^  j 


D  Check  ei 
□  V.sa 

Card  No.  _ 


,1    □  American  Exprc* 
□  Master  Card 


Expiration  Date 


Name 


Address 
City  : 


State . 


.Zip 


Or  call  Toll-free: 

800-356-4444 

(Excent  Wisconsin  call  608-^5-2788) 
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Circle  PeopEn 

and  you  circle 
exploration  &  development,  natural  gas,  oil,  coal, 
pipelines,  storage,  and  contract  drilling* 


■SSSfSS  Peoples  Energy  Corporation 

Managing  energy  is  our  business 

Texoma  ['reduction  Co.  •  Harper  Oil  Co.  •  Buckhorn  Petroleum  Co.  •  Exeter  Company  •  Industrial  Fuels  Corporation 
Natural  Cas  Pipeline  Company  of  America  •  The  Peoples  Gas  Lii>ht  and  Coke  Company  •  North  Shore  Gas  Company 
Send  for  our  Annual  Report,  write:  Peoples  Energy  Corporation,  P.O.  Box  22,  Chicago,  IL  60690. 


e  Shortest  Distanci 
Between 200 Points 


Reach  more  U.S.  markets 
better  from  Tennessee. 

Three-fourths  of  all  major  U.S.  markets 
are  within  500  miles  of  our  door: 

Thus  Tennessee  is  in  the  mainstream 
of  modern  North -South  business  activity 
and  population  shift  with  a  criss-crossing 
of  five  major  interstates,  plus  extensive 
air,  rail  and  water  systems. 

Tennessee  has  many  strong  points : 
O  Energy  independence  with  an  abun  - 
dance  of  coal  and  increasing  TVA  nu- 
clear capability,  O  Right-^^^to-Work 
laws  and  a  skilled       Jk  labor 
force,  O  State-funded  IP  '  ■ 

industrial 


training,  supported  by  a  widespread  vo- 
cational and  university  educational  sys- 
tem, O  Brand  new  industrial  tax  incentive 
to  go  along  with  a  reasonable  tax  structure 
and  no  personal  income  tax,  O  Revenue 
bond  financing  and  other  financial  aids. 

There's  more . . .  Natural  beauty,  cul- 
tural opportunities  and  a  climate  that 
offers  Sun  Belt  advantages  without  ex- 
tremes, and  many  more  things  you  just 
have  to  see  for  yourself. 

For  more  information,  write  John 
Murphy,  Marketing  Director,  Box  121, 
Department  of  Economic  and  Commun 
ity  Development,  Nashville,  TN  37219, 
1-800-251-8594.  w 


Reduce 


Now  you  can  copy  both  sides  turning  it  over, 

of  a  page  without... 


If  you  copy  from  two-sided  originals,  your  copier  is  definitely  contributing  to  office  turnover. 

Because  in  order  to  make  two-sided  copies,  your  people  have  to:  (1)  copy  one  side,  (2)  turn  over  the 
original,  and  (3)  copy  the  other  side. 

Maybe  you  snould  turn  to  a  Xerox  5600.  It's  the  only  copier  that  does  all  that  in  (1)  step,  automatically. 
It  also  collates  your  copies  into  nice,  neat  sets,  automatically.  And  even  staples  them,  automatically 

Which  automatically  gives  your  people  time  to  spend  on  more  rewarding  and  productive  things  than 
standing  by  a  copier  and  shuffling  originals. 

And  that's  another  way  a  Xerox  5600  can  help  reduce  office  turnover. 

Give  us  a  call  at  800-648-5600  (operator  263),*  and  we'll  be  happy  to  show  you  how. 


XEROX®  and  5600  are  trademarks  of  XEROX  CORPORATION. 


XEROX 


•In  Nevada,  call  80O-OT2-5710.  operator  263. 


Trends 


:  key  to  the  growing  oil  glut  that  has 
eady  forced  some  producing  nations  to 
*in  cutting  prices.  That  pressure,  how- 
it,  falls  primarily  on  the  grab-it-now 
'EC  hawks  that  have  been  charging  up 

$41  a  barrel,  in  contrast  to  the  $32 
|ldi  price.  Yamani  has  been  striving  to 
-suade  OPEC  to  agree  on  a  common 
eing  formula,  unveiled  last  September, 
it  would  allow  its  customers  to  plot  a 
•dictable  course  in  oil  costs.  His  idea  is 
base  prices  on  a  combination  of  mfla- 
n  rates,  growth  in  gross  national  prod- 
t  and  the  value  of  the  dollar,  still  the 
idamental  monetary  unit  for  oil.  The 
adis  figure,  such  a  formula  would  pre- 
it  dizzy  price  spirals,  which  they  fear 
iuld  only  force  the  big  industrial  coun- 
ts into  seriously  turning  away  from  oil 
/vard  alternative  fuels.  More  immedi- 
■ly,  for  political  and  military  reasons, 
adi  Arabia  wants  to  stay  aligned  with 
VTO  and  the  U.S.  The  problem  is  that 
'EC,  while  a  cartel,  is  hardly  a  band  of 
)thers.  The  Saudis  can  afford  the  long 
•w  because  they  can  probably  keep 
mping,  even  at  the  current  high  rate, 

half  a  century.  Other  members,  with 
rhaps  half  the  Saudi  capacity,  want  to 
e  it  all  and  get  it  now. 


he  view  from  Philadelphia 

ie  rich  will  get  richer  in  the  1980s  and 
poor,   well.  .  .  .  The   top  20%  of 
nericans,  according  to  Chase  Econo- 
etrics,  grabbed  off  a  bigger  share  of 
[al  income  during  the  1970s,  and  there 
no  sign  of  this  trend  changing.  By 
90,  says  Sandra  Shaber,  director  of 
nsumer  market  services  for  the  Chase 
mhattan   subsidiary,    based   in  the 
iladelphia  area,  the  country  will  be 
lit  evenly  among  single-person  house- 
Ids,  one-income  and  two-income  fam- 
es'; ten  years  ago,  the  single-income 
nily  ruled  the  roost.  The  luxury  mar- 
t,  she  predicts,  will  thrive  in  the  Eight- 
;,  with  the  well-heeled  snapping  up  ste- 
)  systems,  microwave  ovens,  boats 
d  expensive  vacations.  The  more  muri- 
ne areas  of  furniture  and  other  mass- 
irket  items  will  be  disappointing,  de- 
ite  the  fact  that  the  children  born  dur- 
!,  the  baby  boom  of  the  Fifties  will  be 
>vmg  into  their  higher-income  earning 
ars.  "A  lot  of  people  have  overrated  the 
jnding  power  of  the  baby-boom  gen- 
nion,"  economist  Shaber  says,  noting 
kt  young  families,  particularly  those 
jth  a  single  income,  will  have  a  tough 
ne  keeping  pace  with  inflation.  The 
y-high  cost  of  housing,  she  adds,  may 
bo  squeeze  purchases  of  furniture  and 
trier  traditional  first-home  items.  For- 
ition  of  new  households  will  also  be 
jvv  because  "not  many  children  were 
rn  during  the  1960s."  As  for  the  econo- 
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Invest  more  money 
in  gold  and  silver, 
less  in 
commissio] 


All  gold  may  have  been 
created  equal,  but  all  gold 
prices  aren't. 

The  same  holds  true  for  other 
precious  metals.  ^^^ftt 

The  amount  you  pay  in  commissions  and  interest 
charges  on  your  account  can  vary  widely  from 
company  to  company. 

At  Premex,  our  commissions  and  interest  charges 
are  among  the  industry's  lowest.  The  proof  can  be 
seen  in  the  thousands  of  clients  who  return  to  us 
time  and  time  again  to  make  new  investments. 

However  you  choose  to  invest  —  in  gold,  silver, 
platinum  or  copper;  in  coins  or  bullion  —  you'll 
find  a  Premex  plan  that  meets  your  needs.  One  of 
our  plans,  for  instance,  allows  you  to  control  up  to 
four  times  as  much  precious  metal  as  your  initial 
dollar  investment. 

Why  not  write  or  call  toll-free  for  your  free  copy  of 
our  informative  "Opportunities  in  Precious 
Metals"  brochure. 


F351 


Gentlemen:  Please  send  me  your  informative  free 
investment  guide:  "Opportunities  in  Precious  Metals. 

NAME   


ADDRESS 
CITY  


STATE. 


ZIP_ 


PREMEX 

Registered  CFTC 


HOME  PHONE 


BUSINESS  PHONE 


7670  Opportunity  Road,  San  Diego,  California  92111 
Or  call  toll-free:  (800)  854-2222  (In  Calif.,  call:  (800)  532-3776) 

When  you  call  Premex,  ask  for  extension  number  519  for  the 
fastest  personal  service. 


To  get  inside 
some  problems, 
you  have  to 
invent  away. 


In  this  era  of  rapid  change,  ready-made  solutions 
are  out  of  place.  That's  why  Johnson  &  Higgins 
stresses  analytical  techniques  that  get  us  inside 
problems.  Only  there  can  we  examine  the  nuances 
Sometimes  a  new  combination  of  ideas  has  to  be 
forged  before  the  way  is  opened.  But  once  we  get 
inside,  we've  usually  got  it  made.  Custom-made, 
you  might  say.  That's  how  our  exclusive  "Second 
Opinion"  program  for  hospitals  came  to  be. 

"Second  Opinion":  a  comprehensive  program 
that  blends  sophisticated  risk  management 
techniques  with  a  hospital's  existing  patient  care 
delivery  system  to  minimize  professional  liability 
exposures.  For  full  information,  write  or  call  any 
J&H  office. 

Johnson  Higgms 

The  Private  Insurance  Broker. 
Thinking  in  a  different  dimension. 


MEMBER 
NATIONAL 
ASSOCIATION 
OF  INSURANCE 

BROKERS  RISK  AND  INSURANCE  MANAGEMENT  SERVICES.  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


jrtght  ©  1980  The  Coca-Cola  Company.  "Coca-Cola" 
d  "Coke"  are  registered  trade-marks  which  identify  the 
me  product  of  The  Coca-Cola  Company 


SOME  THINGS  HAPPEN 
IN  WASHINGTON  THAT  EVERY 
BUSINESSMAN  IN  AMERICA 
SHOULD  BE  MADE  AWARE  Of. 

With  nearly  every  business  in  America  feeling 
the  effects  of  legislation  pouring  out  of 
Washington,  companies  must  stay  alert  if  they 
expect  to  stay  in  business. 

Mail  us  this  coupon  and  we'll  tell  you  how 
over  1500  corporations  and  associations  are 
in  a  position  to  keep  close  watch  on  what's 
happening  in  Washington  simply  because  they 
located  in  Fairfax  County,  Virginia. 


Name^ 
Title  _ 


Company. 
Address  


-  Phone . 


City. 


.State. 


.Zip. 


Inquire  in  confidence  to:  Mr.  David  Edwards,  Executive  Director,  Fairfax  County  Economic  Development 
Authority,  8330  Old  Courthouse  Rd.  Suite  800,  Tysons  Comer,  Vienna, Virginia  22180  Phone  (703)  790-0600. 


FAIRFAX  COUNTY,  VIRGINIA 


F  96 


THE  EXECUTIVE 

FITNESS  CENTER 
WAS  CREATED  TO  TEACH 
EXECUTIVES  HOW  TO 
COPE  WITH  STRESS. 


Our  medically  supervised,  personalized  programs  are  based  on  indi- 
vidual medical  profiles.  They  are  designed  to  restore  an  Executive's 
vitality,  capabilities,  performance  and  value  to  his  corporation.  The 
ambience  of  The  Beautiful  World  of  Palm-Aire  is  a  tonic  in  itself— Lux- 
urious guest  rooms,  golf,  tennis  and  conference  center  also  available. 

For  Complete  Information  Call  or  Write:  TUP 
Jack  Healey,  VP.,  Sales  &  Marketing  ,L 
THE  EXECUTIVE  FITNESS  CENTER 
2501  Palm-Aire  Drive  North 
Pompano  Beach,  Florida  33060 

In  Florida  (305)  972-3300 

Toll-free  (800)  327-4960 

TWX  510/956/9609 

A  FIT  EXECUTIVE  ISA  PRODUCTIVE  EXECUTIVE. 


EXECUTIVE 

FITNESS 
CENTER 
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born  during  the  1960s."  As  for  the  ecu 
my  itself,  the  view  from  Philadelphi; 
gloomy:  "slow  growth,  inflation  and 
ging  productivity." 


Up  the  computer  ladder 

Japan's  burning  determination  to  k 
driving  into  the  world  computer  indus 
is  underscored  by  two  new  executl 
nameplates.  The  new  presidents  of 
jitsu  Ltd.  and  Hitachi  Ltd.  both  m 
their  mark  in  computers.  At  Fujitsu, 
pan's  biggest  computer  maker  ($2.4 
lion  in  sales),  the  new  top  shogun 
Takuma  Yamamoto,  a  55-year-old  e 
trical  engineer  who  is  credited  with 
signing  the  company's  first  computet 
1954,  and  jumped  over  three  vice  pr 
dents  into  his  new  job.  At  Hitachi,  rai 
the  General  Electric  of  Japan,  the  r| 
president  is  Katsushiga  Mita,  56,  a 
year  veteran  with  the  company.  M 
another  electrical  engineer  who  becai 
corporate  vice  president  only  last  Ju 
has  been  running  Hitachi's  computer 
vision,  which  in  the  first  half  of  its  c 
rent  fiscal  year  accounted  for  $1.3  bill 
of  $7.8  billion  in  total  revenues. 


The  check  stops  here 

Back  in  the  days  of  McKinley,  wl 
banks  began  returning  canceled  che 
to  customers,  they  hymned  the  adv 
tages  of  having  such  permanent  recc 
of  expenditures.  Actually,  they  w 
bothered  about  the  cost  of  bank  w 
houses  bulging  with  such  paper.  N 
banks  want  to  reverse  their  field, 
the  American  Bankers  Association 
starting  a  national  test  of  what  it  c; 
"check  truncation"  to  save  the  til 
money  and  paperwork  involved  in 
turning  checks  (more  than  $200  mill 
a  year  on  postage  alone).  The  test, 
volving  100,000  to  120,000  corpoi 
dividend  checks,  is  under  way  at  ei 
banks — Chase  Manhattan,  Continen 
Illinois,  Irving  Trust,  North  Carol 
National,  Hartford  National,  First  1 
tional  of  $t.  Louis,  First  National 
New   Jersey   and   Valley  National 
Phoenix.  As  soon  as  a  dividend  chj 
arrives  at  any  of  these  banks,  it  v 
stop  there,  instead  of  wending  via  t) 
ious  clearances  back  to  the  issuer, 
seph  P.  Coriaci,  senior  vice  presideni 
Continental  Illinois  and  an  ABA  t 
force  chairman  for  the  experiment,  s 
this  will  mean  "much  better  service 
the    corporate    customer."  Many 
these,  he  says,  now  rely  on  banks 
copies  anyway  and  a  photocopy  fron 
bank's  microfilm  is,  in  his  view,  "mil 
quicker,  and  acceptable  for  almost  ; 
reason  conceivable." 
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Introducing  the  9136  high-speed  facsimile  machine  from  3M.  It  can  send  your 
message  in  60  seconds  or  less.  It's  the  most  compatible  facsimile  on  the  market.  And 
since  it  can  communicate  with  your  low-speed  machines,  it  means  that  you  can  go  to 
high-speed  without  parting  with  your  entire  low-speed  system. 

The  9136  can  help  you  cut  your  phone  costs  dramatically.  Install  it  in  offices  where 
you  need  fast  machines,  and  enjoy  the  economy  of  high-speed  without  the  high  cost  of 
scrapping  your  present  system.  If  you  already  have 
high-speed,  the  9136  is  the  economical  answer  for 
expanding  to  smaller  offices. 

The  new,  low  cost  9136  high-speed  facsimile. 
Sales  and  service  are  available  worldwide.  Call 
3M  today  at  800-328-1684  (in  Minnesota,  call 
800-792-1072).  And  find  out  how  the  9136  can  take 
your  communications  to  new  peaks.  Without  putting 
your  old  system  out  to  pasture. 


Business  Products  Center 


3M  Hears  You 


3M 


DO-IT-YOURSELF  ROOF 
SPRAY  SAVES  MONEY 


The  cost  of  roofing  contractors  has  gone  out 
of  sight.  The  Do-lt-Yourself  Randustrial® 
Roof  Spray  Process  is  the  way  to  keep  roofing 
costs  in  line  this  year.  Your  own  men  do  the 
work  and  we  provide  the  equipment  and 
know-how  at  no  charge  to  you.  The  process  is 
so  simple  that  your  unskilled  laborers  achieve 
professional  results.  Inquire  today  for  details 
and  your  free  copy  of  our  new  64  page  1981 
Roofing  and  Maintenance  Catalog. 

□  Show  me  your  color  roofing  movie. 

□  FREE  64  page  Maintenance  Catalog. 

.NAME  

TITLE  

COMPANY  

ADDRESS  

CITY  


STATE,  ZIP- 
TEL.  NO  


^Randustrial , 
Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave. /Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $30  □  3  years  $60 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  add  $5  a  year.  Orders  for  other 
countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  i 


New  Address 


City 


Zip 


Date  of  Address  Change 


F3820 


Follow-Through 


Betting  on  the  turnaround 

When  Forbes  talked  to  Robert  Gintel 
last  summer  (June  9,  1980),  the  peren- 
nially optimistic  Greenwich,  Conn, 
money  manager  was  hunkered  down. 
Half  of  his  portfolio  was  in  short-term 
investments,  awaiting  the  day  when  he 
cheered  up  again  about  long-term  buying, 


Robert  Gintel 

Betting  on  the  conservatives. 

a  game  he  has  played  for  more  than  20 
years.  Gintel  was  depressed  by  the  fate  of 
growth  stocks  like  Kodak,  which  had 
been  knocked  down  to  50  while  inves- 
tors were  scrambling  into  trendy  short- 
term  plays  like  energy  and  precious  met- 
als. "If  conservatives  gain  a  foothold  in 
Congress  or  the  White  House  this  fall," 
he  told  Forbes,  he  would  be  back  in  the 
market. 

When  prospects  for  a  conservative  vic- 
tory began  to  loom  late  last  summer, 
Gintel  put  his  money  where  his  mouth 
was  and  charged  back  full  tilt.  He  pulled 
nearly  all  of  his  cash,  $25  million,  out  of 
short-term  investments  and  poured  it 
into  stocks  like  pharmaceuticals 
(Squibb),  restaurants  (Chart  House)  and 
heavy  construction  products  (H.H.  Rob- 
ertson). So  far  he  has  made  a  killing  in 
Chart  House,  a  handsome  profit  in  Rob- 
ertson and  a  modest  gain  in  Squibb. 
Once  more  optimistic,  Gintel  says:  "The 
ship  is  turning  now.  We're  seeing  the 
first  major  change  in  this  country  since 
the  New  Deal." 

Many  of  Gintel's  recent  purchases  re- 
flect his  optimism  for  a  broad  economic 
turnaround,  and  his  money  is  in  such 
industrial  companies  as  Dayco,  Avco, 


Timken,  Hercules  and  Reynolds  Mi 
And  what  about  the  stampeding  spe 
tors  he  scorned  in  1980?  "They  got 
comeuppance,"  he  says  with  a  smil 


Presto,  change  o! 

Forbes  had  fun  with  "Tom  Swift  an 
electric   hamburger  cooker"  (Oct 
1977) ,  a  report  on  National  Presto  Ir 
tries  and  its  home-cooking  gadgets. 
Eau   Claire,   Wis.   company  was 
amused,  and  Melvin  Cohen,  its  c 
man,    confesses    he    was  "some 
stung"  by  the  skepticism  about 
firm's  future.  The  appliances  had 
National  Presto  sizzling  when  its  < 
main  business,  artillery  shells,  went 
limbo  with  the  end  of  the  Vietnam 
Forbes  conceded  the  successes — 8.5 
lion  PrestoBurgers  and  almost  as  r 
Hot  Doggers  sold  in  a  single  year 
wondered  whether  "the  mine  migl 
playing  out." 

For  the  next  year,  Forbes'  res> 
tions  were  more  than  borne  out.  G 
had  conceded  that  his  products  h 
short  market  life,  with  imitators  pt 
to  cash  in  on  his  brainstorms.  ("' 
don't  innovate,"  he  said.  "They  coi 
In  1978,  he  says,  the  hamburger  ca 
was  "dead  down"  and  Presto  was  in 
grease.  Sales  cooled  off,  from  SI 46 
lion  to  $84  milhon,  and  earnings 
share  from  $4.29  to  an  unappeti 
$1.50.  Then  came  Melvin  Cohen's  1 
In  1979  new  products — and  new  st| 
gy — sent  sales  back  to  $101  million 
per-share  earnings  to  $3.22.  A 


National  Presto  s  Melvin  Cohen 
Tom  Swift  and  his  electric  comebac 
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Why  thousands 
of  video  users 
are  sold  on  JVC's 

CP  5000 U 

Videocassette  Player 

CP  5200 U 

Videocassette  Player 

CR  6060  U 

Videocassette  Recorder 

Reliability.  Quality.  Economy. 

Those  are  the  reasons  you  see 
JVC's  3/4"  Videocassette  Recorders 
and  Players  working  day-in  and  day- 
out,  year-in  and  year-out,  to  bring  the 
advantages  of  video  to  thousands 
of  users  in  business  and  industry, 
science  and  medicine,  broadcast  stu- 
i  dios,  courtrooms... wherever  you  look. 


The  CP-5000U  and  its  stop-action 
companion,  the  CP-5200U,  are  the 
real  high  guality  workhorses  of  the  pro- 
fessional video  world.  Packed  with 
features,  such  as  solenoid-operated 
controls,  they're  easy  to  use  and  hard 
to  abuse.  The  CR-6060U  adds  high- 
performance  recording  capability  at 
an  amazingly  reasonable  price. 

Get  full  details  on  these  time- 
tested  products, 

call  toll-free  800-821-7700,  Ext.  7005. 

(In  Missouri,  800-892-7655,  Ext.  7005.) 

Or  write  US  JVC  Corp.,  Dept. 
41  Slater  Drive,  Elmwood  Park,  NJ  07407 

Available  in  Canada  from  JVC 
Electronics  of  Canada,  Ltd.,  Ontario. 


Your  choice. 

""""JVC 

US  JVC  CORP 


From  the  19801s 
to  the  18201s  in 
12  steps. 

You're  looking  at  The  Arcade, 
America's  oldest  enclosed  shopping 
mall.  A  national  historic  landmark, 
it's  been  attracting  shoppers  and 
browsers  in  Rhode  Island  since  1828. 

Immediately  outside?  Some  of 
New  England's  newest  office  bui|^ 
ings  and  biggest  businesses  and  : 
banks.  And  within  75  miles?  0% 
of  New.England's  population.  Plus 
most  of  its  high-technology  elec- 
tronics companies,  its  computer 
hardware  and  software  firms,  its 
manufacturers  of  communications 
equipment,  electrical  machinery, 
plastic  and  chemical  products. 

The  colorful  Arcade ...  the  New 
England  market.  They're  typical  of 
Rhode  Island's  unique  lifestyle/ 
workstyle.  For  information  about 
locating  or  expanding  your  com- 
pany here,  write  or  phone  Scott 
Eubanks,  Director,  Rhode  Island 
Department  of  Economic  Develop- 
ment, 7  Jackson  Walkway,  Provi- 
dence, RI 02903.  401-277-2601. 


Rhode  Island 

The  workstyle/lifestyle  state. 

■ 


FbllowThixxigh 


1980,  the  diamond  anniversary  n 
company,  the  results  were  tastier  Sj 
$118  million  in  sales,  and  $5  per  sh; 
earnings. 

Presto  had  been  relying  on  the 
that  young  singles  and  couples 
hipped  on  fast  foods  and  the  tod 
cook  them.  Now  the  main  ingredier 
Presto's  plans  are  the  high  prices  of 
line  and  entertainment,  items  that  i 
even  swingers  want  to  stay  home, 
hottest  products  in  Presto's  line  t 
Cohen  says,  are  its  hot-air  corn  po 
and  portable  electric  heaters.  An 
likes  his  balance  sheet,  with  $62. a 
lion  in  cash  and  a  ratio  of  assets  to  1 
ties  of  4.6-to-l.  With  those  numbei 
says,  "the  standards  for  acquisitior 
elevated."  (Presto  has  already  m 
profitably,  in  and  out  of  printing,  t 
ing  and  direct  selling.)  And  sitting  c 
ly  in  mothballs  are  Presto's  asse 
lines  for  artillery  ammunition,  v 
make  it,  in  Cohen's  words,  "the  w< 
preeminent  potential  producer 
105mm  and  8-inch  shells." 


Mayday  in  Tokyo 

Detroit's  screams  for  help  against 
nese  automobiles  have  drowned 
similar  cries  of  anguish  from  a  ke> 
ment  of  Tokyo's  economy,  its  alumi 
producers.  Last  year  Forbes  (Jim 
1980)  pointed  out  that  Japanese  al 
num  makers  had  discovered  that 
could  no  longer  compete  with 
American  rivals.  The  reason  was  sit 
Japan's  smelters  use  high-priced  in} 
ed  oil  for  72%  of  their  electric  povi 
major  ingredient  in  aluminum;  then 
counterparts  get  38%  of  their  eneri 
bargain-basement  prices  from  r 
plants  and  another  41%  from  coal 
result  was  that  an  American  alumi 
ingot,  tariff  and  all,  could  sell  in  Japs 
$485  per  metric  ton  less  than  the  $^ 
tag  on  a  local  product.  A  year  before 
Japanese  had  been  forced  to  shut  fl 
30%  of  their  smelting  capacity. 

Since  then  things  have  gone  from 
to  worse  and  the  Japanese  have 
forced  to  go  abroad  for  more  and  mc 
their  supply  of  the  lightweight  met: 
1977  they  brought  in  5,600  metric 
of  U.S.  ingots;  by  1979  it  was  90,000 
and  in  1980,  307,000.  Despite  the 
sure,   however,   the  Japanese  hac 
mained  stoic — until  now.  Only 
months  ago  Yoshimasa  Matsunaga, 
of  the  Japan  Aluminum  Federation 
president  of  Nippon  Light  Metal, 
denying  that  his  industry  was  plar 
any    counteraction.    With  Ame 
ingots  continuing  to  pour  into  J 
however,  the  mood  has  intensified 
the  "concern"  Matsunaga  expresse 
something  closer  to  desperation 
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Wilshire  Blvd.  and  Rodeo  Dr,  •  Beverly  Hills,  Calif.  90212 
(213)  275-4282    Telex  698-220 

Represented  by  HRIThe  Leading  Hotels  of  the  World  Member  of  the  Preferred  Hotels  Association 
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Here  is  a  complete  list  of  all 
dry  plain  paper  copiers  under  $3500 

with  dual  paper  cassettes, 
microprocessor  control, 
and  automatic  toner  replenishment. 


LToshiba  BD-3503 
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COMPANY  NAME. 


Please  tell  me  more  about  the  Toshiba  BD-3503  Copier,  for-5 

NAME  TITLE  


ADDRESS - 
PH0NE_ 
CITY  


.STATE . 


-ZIP_ 


TOSHIBA  AMERICA,  INC. 

Business  Equipment  Division 
82  Totowa  Road,  Wayne,  N.J.  07470  Tel.  (201 )  628-8000 


Russ  Lowe,  long  time  user  of 
Nabisco  products,  getting  Nabisco 
stock  information  from  market 
specialist  Bob  Fraiman. 


9  meam* 


III 


In  the  stock 
market  or  the 
supermarket, 
it  pays  to 
check  out 
Nabisco. 

Russ  Lowe  not  only  buys  Nabisco  prod- 
ucts. He  buys  Nabisco  stock,  too.  Russ 
learned  about  us  in  the  supermarket,  as 
do  many  of  our  stockholders.  And  when 
they  check  us  out  in  the  stock  market, 
many  of  them  are  impressed  by  what 
they  find. 

For  instance: 

•  Nabisco  sales  reached  $2.6  billion  in 
1980. 

•  Net  income  per  share  has  grown  from 
$1.85  in  1975  to  $3.96  in  1980. 

•  Dividends  have  increased  6  times  in 
the  last  5  years  to  the  current  indi- 
cated annual  rate  of  $1.80  in  1980. 

•  Return  on  shareholders'  equity  for 
1980  exceeded  20%. 

Nabisco  has  a  lot  to  say  to  the  invest- 
ment community. .  .about  our  products 
and  our  profits.  It  seems  that  people  like 
Russ,  who  know  and  enjoy  Nabisco  prod- 
ucts, are  some  of  the  best  prospects  to 
buy  our  stock.  With  high  quality  products 
plus  financial  results  and  dividend  growth 
like  ours,  it  pays  to  check  out  Nabisco. 

For  more  information  pertinent  to 
the  financial  community,  contact  us  for 
our  Annual  Report  to  Shareholders 
and  reprints  of  our  ad  campaign.  Write 
Nabisco,  Inc.,  Dept.  Fl,  East  Hanover, 
NJ  07936. 

Nabisco. 

People  think  of  us 
when  they're  in 
the  market. 


PREMIUM  Saltines,  OREO  Cookies,  FIG  NEWTONS  Cakes,  RITZ  Crackers,  TRISCUIT  Wafers,  SPOON  SIZE  Shredded  Wheat. 
MILK-BONE  Dog  Biscuits,  JUNIOR  Mints  Candies,  GERITOL  Iron  and  Vitamin  Supplement,  AQUA  VELVA  After  Shave. 


Alabama  Bancorporation,  the  bank  holding  company  that 
is  known  for  performance,  is  now  known  as: 


AmS 


While  weVe  changed  our  name,  our  commitment  to  continue 
as  one  of  the  best  performing  financial  organizations  in  the 
Southeast  remains  the  same.  Look  for  our  listing  on  the 
New  York  Stock  Exchange  on  May  20,  symbol  :  ASO.  For  our  latest 

annual  report,  write:  Financial  Public  Relations, 
AmSouth  Bancorporation,  P.O.  Box  11007,  Birmingham,  AL  35288. 


The  First  National  Bank  of  Birmingham,  The  American  National  Bank  &  Trust  Company  of  Mobile, 
The  Alabama  National  Bank  of  Montgomery,  First  National  Bank  of  Decatur, 
The  Commercial  National  Bank  of  Anniston,  The  American  National  Bank  of  Huntsville, 
The  City  National  Bank  of  Selma,  The  Bank  of  East  Alabama,  Fort  Payne  Bank,  The  Bank  of  Arab, 
Shoals  National  Bank  of  Florence,  The  Bank  of  Sulligent,  Baldwin  National  Bank, 
Citizens  National  Bank  of  Limestone  County,  The  Farmers  &  Merchants  Bank  of  Ashford,  Bank  of  Gadsden, 
Peoples  Banks  of  Tuscaloosa,  Citizens  Bank  &  Trust  Company,  AmSouth  Financial  Corporation, 
Engel  Mortgage  Company,  First  National  Bank  of  Autauga  County  (pending  affiliation). 
Copyright  ©1981,  AmSouth  Bancorporation. 


Chivas  Regal  ♦  1 2  Years  Old  Worldwide  ♦  Blended  Scotch  Whisky  ♦  86  Proof  ♦ 
General  Wine  6k  Spirits  Co. ,  N.Y. 


FollowThrou&h 



spite  Japan's  tradition  of  jobs-fo: 
25%  of  its  aluminum  workers  have] 
laid  off.)  Like  U.S.  automen  who 
lost  25%  of  their  business  to  Japan, 
pon's  aluminum  makers,  who  see  A| 
cans  now  commanding  14%  of 
market,  are  talking  of  government 
What  form  that  may  take  is  as  inde: 
as  the  moves  the  Reagan  Administr 
is  making  to  help  Detroit.  Last  mo 
group  representing  Japan's  alum 
unions  journeyed  to  the  U.S.  to  plej 
help  with  American  producers  ant 
United  Steelworkers.  (Their  cue 
from  United  Auto  Workers  chief  Do 
Fraser,  who  trekked  to  Tokyo  last  y< 
urge  the  Japanese  to  cut  back  on 
shipments  to  the  U.S.)  Like  Frasei 
Japanese  got  an  audience,  sympal 
and  little  else. 


Second  effort 

In  ten  years,  Forbes  reported  two  mc 
ago/ Mar  16),  Lonnie  Williams,  a  D«- 
Bronco  linebacker  until  he  was  side 
by  a  knee  injury,  had  gone  from  the 
iron  to  the  ranks  of  Oklahoma's  oil 
lionaires.  His  wholly  owned  L.G. 
hams  Corp.  had  grossed  $37  millic 
1980.  "Not  bad  for  an  ex-jock  who  c 
know  anything  about  the  oil  business 
said.  With  56,000  net  acres  of  reserve 
another  20,000  acres  still  undrilled, 
liams  talked  of  going  public  next 
"This  is  a  business  where  fortitude 
hard  work  still  pay.  Money  doesn'i 
press  me  and  zero  doesn't  scare  me.'' 

A  few  weeks  later  Williams  was  ca 
upon  others  to  display  their  fortitud« 
Mar.  30  he  dispatched  a  letter  to  su 
ers  and  other  concerned  parties 
opened  with:  "As  you  are  aware,  we 
recently  been  experiencing  cash  flov 
ficulties.''  To  solve  this,  it  went  on, 
are  actively  pursuing  capitalization 
grams  within  and  without  the  indus 
Williams  claimed  he  had  a  "mutl 
beneficial  agreement"  with  sourcs 
private  capital  but  that  "associated  b 
ing  requirements  have  complicatec 
situation."  Nonetheless  he  hoped  to 
his  money  by  Apr.  30.  To  underscon 
effort  he  was  putting  out,  Williams  n 
that  the  search  was  "ongoing  at  all  b 
during  the  day  .  .  .  and  constant  i 
ruptions  could  impede  the  progre; 
negotiations."  For  that  reason,  he 
asking  his  correspondents  to  "re 
from  calling  us  on  all  but  matters 
absolutely  require  answers." 

When  Forbes  supplied  one  of  t 
necessary  interruptions,  Williams 
flatly:  "I'm  not  going  bankrupt."  A 
his  difficulties:  "Sure,  we're  having 
flow  problems.  Everybody  in  this  I 
ness  has  'em  .  .  .  including  Exxon." 
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FIVE  YEARS  AGO 
I  WAS  ALMOST  APOLOGETIC. 


1981  Eastern  Air  Lines,  Inc 


A  LOT  HAS  CHANGED 
SINCE  THEN." 


"When  I  first  started  appearing  in 
Eastern  advertising  in  1976,  it  was  no  se- 
cret that  our  service  needed  improving.  And 

for  the  past  five  years,  the  people  of  Eastern 
FRANK  BORMAN,  PRESIDENT  EASTERN  AIRLINES     haye  ^  a  ^  effort  fmi£top  tQ  bottom 

Today,  I'll  stack  our  service  up  against  anyone's. 

The  public  seems  to  have  noticed  the  improvement,  too.  Because 
for  the  last  two  years,  more  people  have  chosen  to  fly  Eastern  than  any 
other  airline  in  the  free  world. 

That  tells  me  our  people  are  doing  a 
fine  job. 

After  all,  I  may  get  you  to  fly 
Eastern  once,  but  they're  the  ones  who 
get  you  to  come  back!' 


WE  HAVE  TO  EARN  OUR  WINGS  EVERY  DAY. 


First  Boston 
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Houston  Natural  Gas 
has  absolutely  nothing 
to  hide. 


W  'f  V/     delighted  to  have  you  read  every  word  the  major  brokerage  ' 
firms  are  uriting  about  HNG.  But  advertising  standards  prevent  us  from 

featuring  their  opinions  in  this  ad. 

So  instead,  we'll  point  out  that  our  net  income  has  increased  an 
average  of 21%  over  the  last  five  years.  And  return  on  equity  has  averaged 
25%  over  the  same  period. 

We  encourage  you  to  read  the  full  story  for  yourself  or  ask  your 
financial  analyst. 


HNG 

HOUSTON  NATURAL  GAS 

HNG  derives  approximately  72%  of  its  income,  before  interest  expense  and  income  taxes,  from  oil  and  gas  transmission,  exploration  and  prodt 

The  balance  comes  from  marine  activities,  industrial  gases  and  coal. 
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Readers  Say 


The  business  of  big  oil 

:  You  singled  out  Standard  Oil  of  Cali- 
ia  as  one  of  "those  big  oil  companies 
ding  billions  to  take  over  major  min- 
companies  instead  of  using  their 
>e  cash  piles  to  develop  additional  en- 
y  sources  or  for  refineries  able  to  han- 
today's  far  heavier  crudes"  (Fact  and 
pment,  Apr.  13).  Socal's  offer  to  acquire 
remaining  80%  of  Amax  did  not  in- 
ve  a  large  cash  outlay.  A  merger  with 
lax  would  have  no  negative  effect  on 
petroleum  exploration  and  develop- 
nt  program  we  now  are  pursuing,  or 
nning.  Our  worldwide  capital  and  ex- 
ratory  investments  reached  a  new 
h  last  year.  We  are  spending  signifi- 
t  amounts  in  the  alternate  energy- 
thetic  fuels  fields,  including  shale  oil, 
sands,  uranium,  solar,  wind  power, 
ohol  fuels,  and  coal  liquefaction  and 
ification.  Substantial  capital  expendi- 
^s  also  are  being  made  by  our  com- 
y  to  equip  our  refineries  to  handle 
vier  crudes. 

ou  seem  to  feel  that  it's  all  right  for 
companies  to  diversify  into  coal, 
ax,  of  course,  is  the  nation's  third- 
est  coal  producer. 

ou  assert  that  some  oil  companies  are 


"crying"  because  the  Reagan  Adminis- 
tration is  going  to  cut  back  federal  fund- 
ing for  synfuel  and  other  energy  research. 
Our  company  believes  private  industry 
should  fund  synthetic  fuels  development, 
with  government  encouraging  the  effort 
by  appropriate  front-end  tax  incentives 
such  as  accelerated  depreciation. 
— W.K.  Morris 
Vice  President, 

Standard  Oil  Co.  of  California 
San  Francisco,  Calif 

Sir:  As  a  petroleum  company  stockhold- 
er, I  am  glad  that  management  has  the 
foresight,  through  moderate  diversifica- 
tion, to  hedge  our  investments. 

—Ml.  Ulrich 
Portola  Valley,  Calif. 

Sir:  The  need  for  natural  resources  other 
than  oil  and  natural  gas  is  also  critical,  so 
the  additional  amounts  the  oil  compa- 
nies can  spend  in  this  area  will  be  very 
productive. 
— Eric  Bjomlund 
Sarasota,  Fla. 

Sir:  The  record  of  diversification  of  the 
oil  companies  has  been  a  disaster.  A  ma- 
jor disservice  is  done  to  shareholders.  I 
call  your  attention  to  my  article,  which 


appeared  in  the  March/ April  1979  issue 
of  the  Financial  Analysts  Journal . 
— David  Norr 
Harrison,  N.Y. 

Sir:  Obviously  some  of  the  hot  air  used 
to  inflate  your  balloon  escaped  and  is 
lodged  between  your  ears.  Any  acquisi- 
tions they  made,  or  might  make,  do  not 
have  to  be  "justified"  to  anyone  except 
the  stockholders. 
— Frank  R.  Nelson 
Aberdeen,  S.  Dak. 

Sir:  Isn't  it  outrageous  that  profits  and 
(more  important)  managerial  attention 
go  from  a  business  magazine  into  real 
estate,  Russian  Easter  eggs  and  long-dis- 
tance ballooning? 
— G.  Mueden 
New  York,  N.Y. 


Not  so  fast 

Sir:  In  your  Economy  column  (Mar.  30), 
you  say,  "Corn  is  now  about  30%  higher 
than  a  year  ago.  But  at  a  Manhattan 
supermarket  this  .  .  .  translates  into  a 
100%  increase  in  the  price  of  Kellogg's 
Special  K."  Corn  is  not  an  ingredient  in 
Special  K.  The  principal  grain  is  rice,  one 


CAN  WE  LURE  YOU 
TO  GREENER 


? 


"What  can  persuade  your  company  tc^ 
ocate  in  Greater  Baltimore's  lush. 
{Maryland  environment  ?A_ 
confident  business 
community 

investing  heavily  in  this 
rea's  future?  Available 
ites  to  suit  your  needs? 
-reat  transportation? 
superior  quality 
f  life?  Assistance 
om  strongly  pro- 
usmess  governments? 

Before  answering  our  quest- 
ons  let  our  professionals  answer  yours. 


Send  this  coupon  or  call 
for  our  32  page  fact  book. 


*"»  ""^(KT  

economic  Development  Council  of  Greater  Baltimore 
Suite  920,  2  Hopkins  Plaza ,  Baltimore,  MD  21201 
(301)727-0447 
Along  with  book,  send  additional  information 
on:  □  Anne  Arundel  County  □  Baltimore 
City  □  Baltimore  County  □  Carroll  County 
□  Harford  County  □  Howard  County  □  All 
Jurisdictions  Listed. 

Name   

f  Title  

Company  

Address   

City  

State   


Zip. 
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The  Gas 
(Option 


Gas:  America's  best 
energy  investment. 


Capital  requirements  of  the  gas  industry  over  the  next 
two  decades  are  expected  to  exceed  $400  billion.  A 
large  part  of  these  outlays  will  be  needed  for  develop- 
ing new  sources  of  additional  gas  supplies  such  as 
coal  gasification  and  gas  from  Alaska.  The  remainder 
will  be  for  utility  and  pipeline  construction,  plus 
maintenance. 

But  this  investment  will  be  cost-effective.  Because 
gas-based  systems  require  substantially  less  initial  cap- 
ital investment  than  other  energy  systems  supplying 
equivalent  amounts  of  additional  energy.  Consider  the 
alternatives  for  dne  end-use  application— premium 
industrial  usage,  as  illustrated  by  the  chart  below: 

•  Investment  needed  to  provide  an  added  quadrillion 
Btu's  (quad/yr.)  of  electricity  ranges  from  $83  to  $105 
billion.  Also  the  investment  to  provide  a  similar  amount 
of  energy  from  shale  oil  and  coal  liquefaction  for  the 
same  end-use  ranges  from  $57  to  $88  billion. 

•  By  contrast,  the  investment  to  provide  an  added 
quad/yr.  of  gaseous  fuel  ranges  from  $42  billion  for 
new  natural  gas  supplies  from  Alaska  to  $48  billion  for 


high  Btu  coal  gasification. 

All  sources  of  energy  will  play  an  important  role  in 
meeting  America's  future  energy  needs.  And  the  gas 
industry  has  consistently  recognized  that  each  should 
make  its  biggest  contribution  in  the  job  it  does  best.  Oil 
for  instance,  is  essential  as  our  primary  transportation 
fuel.  Electricity  is  needed  for  our  lights,  motors,  indus- 
trial automation  and  many  other  uses.  Gas  serves  over 
55%  of  the  homes  in  America  and  provides  nearly  40% 
of  the  energy  for  industry  and  agriculture. 

And  coal,  of  which  we  have  such  a  tremendous 
supply,  can  and  must  be  used  to  a  greater  extent.  For 
instance,  the  combined  combustion  of  coal  with  gas 
can  greatly  increase  the  amount  of  coal  which  can  be 
used  for  power  generation,  while  still  meeting  air  emis- 
sions standards. 

As  we  move  to  develop  future  energy  sources,  the 
advantages  of  a  gas  system  become  increasingly  sig- 
nificant. The  facts  are  clear.  What  we  need  today  and 
tomorrow— clean,  efficient,  economical  energy— the 
gas  system  delivers.  The  Gas  Option  is  one  we  cannot 
afford  to  ignore. 


Gas:  The  future  belongs  to  the  efficient. 

•  For  more  information,  write  to  American  Gas  Association.  Dept  31-OD  1515  Wilson  Blvd  Arlington.  Va  22209  c  A  G  A  1981 


How  to 
profit  from 

company 

that's  not  on 
the  stock 

exchange* 


The  Austin  Company  is  privately 
owned,  so  it's  not  listed  on  any  stock 
'exchange.  But  Austin  can  help  your 
company  benefit  in  three  important 
ways. 

Profit  from 
Austin's  design-build  efficiency. 

As  one  of  America's  largest  design-build 
firms,  we ve  completed  more  than 
25,000  projects— worldwide  In  over  a 
century  of  experience,  we've  designed 
and  built  aircraft,  automobile  and 
chemical  plants.  Research,  food  and 
fermentation  facilities.  Foundries, 
hospitals,  banks,  newspapers,  distribu- 
tion centers  and  more. 

We  deliver  efficient  facilities,  on 
accelerated  schedules,  with  undivided 
responsibility. 

Profit  from  Austin's 
management  consulting  expertise. 

Austins  Management  Consulting 
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Division  has  proved  its  ability  to  solve 
many  of  management's  toughest 
problems,  for  Forbes  500  companies 
and  for  outstanding  smaller  firms.  We're 
experienced  in  productivity  improve- 
ment, market  research,  information 
systems  and  many  other  areas. 
Profit  from 
Austin  technology— 
in  optics,  electronics  and 
computer  science. 

Austin's  Advanced  Technology  Systems 
Division  is  ready  to  address  your  tech- 
nology needs  from  problem  definition 
through  hardware  fabrication  and 
testing.  We  offer  state-of-the-art  exper- 
tise in  optics,  electronics,  mechanics 
and  computer  science. 

For  more  information  on  how  you 
can  profit  from  Austin's  experience, 
contact  The  Austin  Company, 
Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 


DESIGNERS 


ENGINEERS • 


BUILDERS 


Why  you  should  consult 
the  bank  that  placed 
3100  dots  on  the  map  of 

the  Netherlands. 


c 


fxabobank  Mederland 
heads  a  co-operative  banking 
organisation  with  3100  offices 
on  the  Netherlands'  41,000 
square  kilometres.  On-the-spot 
services  therefore  are  available 
in  every  part  of  the  country. 


To, 


lotal  assets  of  more  than  banks  in  the  world.  Sound 

94  billion  Dutch  guilders  reasons  to  consult  the  bank 

(approx.  GS  $  47  billion)  place  that  placed  3 100  dots  on  the 

Rabobank  among  the  25  largest  map  of  the  Netherlands. 


>.abobank  is  the  largest 
provider  of  credit  to  the  Dutch 
agricultural  sector,  and  plays 
a  key  role  in  agribusiness 
finance. 


R 


'oth  importers  and 
exporters  are  served  by  the 
bank's  up-to-date  knowledge 
and  expertise  in  international 
trade  finance. 


R. 


Labobank  Mederland  is 
also  active  in  the  Euro- 
currency and  Eurobond 
markets,  foreign  exchange, 
Eurocredits  and  new  issues. 


R 


..abobank  Mederland  is 
a  member  of  theGnico  Banking 
Group,  in  which  6  major 
European  co-operative  banks 
work  together. 

As  a  group,  these  banks  have 
total  assets  of  some  GS  $  400 
billion  and  36,000  offices. 


:Re' 
01. 
niyo 

in 


Fori 
set 

|  ll  I 
Th 
EX 


Rembrandt  country  is  Rabobank  country. 

The  country  which  inspired  Rembrandt's  internationally  acclaimed  master- 
pieces has  inspired  the  Rabobank  to  create  services  of  worldwide  importance. 


Rabobank  Mederland,  International  Division,  Catharijnesingel  30, 
35 1 1  GB  Utrecht,  the  Netherlands.  Telex  40200. 

Representative  Office  Frankfurt,  Friedrich-Ebert-Anlage  2-14,  D-6000 
Frankfurt  am  Main  1 ,  West  Germany.  Telex  413873. 


Rabobank  K3 

Rembrandt  country  is  Rabobank  country. 


Member  of  the  UMICO  BANKING  GROUP 
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Readers  Say 


:he  highest-cost  grains  in  the  U.S.  As 

the  price  of  Special  K,  if  we  index  the 

rage  price  of  ready-to-eat  cereals  in 

'3  at  100,  Special  K  would  carry  an 

ex  figure  of  136.  Special  K  has  not 

reased  over  the  past  eight  years  as  fast 

ill  ready-to-eat  cereals. 

IE.  LaMotbe 

irman  and  CEO, 

ogg  Co. 

le  Creek,  Mich. 


Oil  reserves  needed 

Re  "Who  gets  the  windfall? "(Trends, 
.73^.  Unclaimed  funds  should  be  used 
buy  oil  for  our  government's  reserves. 

•hn  G.  Brusca 
■iing,  Penna. 


Personal  savings 

Former  House  Ways  &.  Means  Com- 
tee  Chairman  Wilbur  Mills  says, 
inety  percent  of  what  folks  get  back  in 
f  of  reduction  isn't  saved,  it's  spent," 

"That's  inflationary.  ..."  (Apr.  13). 
must  be  kidding.  The  10%  saving  by 
ividuals  will  be  infinitely  more  than 
ernment  saving. 
'/«  Vitez 
vood,  Md. 


Blame  the  doctors? 

I  In  "Paging  Dr.  Adam  Smith"  (Apr. 

a  caption  says,  "Don't  blame  the 
jtors  for  soaring  hospital  costs.  ..." 

admitting  a  patient  and  ordering  a 
jfery  of  tests  and  examinations,  the 

tor  plays  a  prominent  role  in  the  gen- 
i  ion  of  hospital  charges.  Although  he 
v  bill  a  patient  for  rendered  services, 
i  result  of  which  does  not  directly  af- 
;  hospital  costs,  the  separate  billing 

ainly  contributes  to  the  total  cost  of 
ilth  care. 

ouglas  W.  McNeill 
|  President  of  Operations, 
\on  Community  Hospital 
hn,  Ohio 


Ramada  Inns 

The  Oct.  27  issue  of  the  magazine 
ained  the  statement  that  Ramada 
"built  in  part  by  the  Teamsters-fi- 
:ed  Jupiter  Co.  of  Chicago."  Jupiter 
never  anything  more  to  Ramada 
the  passive  holder  of  a  small  minor- 
interest  that  it  acquired  from  a  prior 
er  in  1960  and  held  for  only  a  few 
s.  It  never  paid  anything  to  Ramada, 
icipated  in  Ramada's  management 

iES,  MAY  11,  1981 


Radio  Shack  s  TRS-80 
Desktop  Business  Computer, 
Put  It  to  Work  for  You! 

At  $2495,  Doing  Business  Was  Never  So  Easy.  Now  tackle  your  tough 
business  problems  with  Radio  Shack's  TRS-80  Model  III  Desktop  Busi- 
ness Computer.  It's  powerful,  yet  incredibly  easy  to  use.  In  fact,  thanks 
to  Radio  Shack's  wide  selection  of  ready-to-run  software,  you  don't 
need  to  write  programs  unless  you  want  to! 

Radio  Shack  Software  Puts  You  "In  Business"  Fast.  Our  business  pro- 
grams don't  stop  with  General  Ledger,  Accounts  Receivable  and  Payroll. 
We  also  offer  the  powerful  management  tools  you  need  to  improve 
your  operations.  There's  VisiCalc®  for  professional  planning  and  mod- 
eling, Versatile  for  fast  "electronic  filing",  and  Scripsit®  for  quality  word 
processing. 

Judge  Their  "Extras"  by  Our  Standards.  Our  $2495  Model  III  system  is 
complete  with  32,000  characters  of  internal  memory,  two  built-in  disk 
drives  for  315,000  characters  of  data  storage,  and  our  powerful  Model 
III  BASIC  language.  And  it's  packed  with  deluxe  features  —  at  no  extra 
cost.  You  get  a  12"  high-resolution  monitor,  a  full  64-character  by  16-line 
screen  format  with  upper  and  lower  case  characters,  and  a  12-key  data- 
pad  for  calculator-quick  numerical  entry. 

Prepare  for  Tomorrow  with  TRS-80  Today!  Model  Ill's  built-in  commu- 
nications interface  lets  you  add  one  of  our  optional-extra  telephone 
couplers  for  communicating  with  other  computers  and  time-sharing 
systems  over  the  phone  lines.  Expand  with  printers  and  up  to  two  more 
disk  drives  anytime. 

The  TRS-80  Model  III.  Supported  by  over  6100  Radio  Shack  stores  and 
dealers,  130  Computer  Centers,  and  135  service  centers  nationwide. 
Put  one  to  work  for  you  today! 

Radio  Shack  ^ 

The  biggest  name  in  little  computers® 

Retail  prices  may  vary  at  individual  stores  and  dealers.  ' 
Special  order  may  be  required. 
®VisiCalc  is  a  trademark  of  Personal  Software,  Inc. 

( 

IK  2-Disk  Model  III 
Desktop 


Learn  how  a  TRS-80  computer 
works  to  your  advantage. 
Send  for  a  TRS-80  catalog. 


Radio  Shack,  Dept.  81-A-255 
1300  One  Tandy  Center 
Fort  Worth,  TX  76102 
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Readers  Say 


nor  "built"  any  part  of  Ramada.  Juj 
owned  less  than  7%  of  Ramada's 
standing  stock.  Our  records  indicate 
Jupiter  disposed  of  most  of  its  Ra: 
stock  by  the  end  of  1963. 
—M.  William  /shell 
Chairman, 
Ramada  bins.  Inc. 
Phoenix,  Ariz. 


Bottom-line  verse 

Sir:  All  that  grousing  over  profits  st 
ing  up  in  the  spring  crop  of  annua 
ports  has  inspired  this  little  verse: 
A  net  profit  is  fine 

just  as  long  as  it's  mine. 
But  I  piously  whine 

if  perchance  it  is  thine. 
Oppressive  and  greedy! 

Unfair  to  the  needy! 
So  letyours  the  next  time 
be  a  dash  bottom  line. 
— M.  Rohert  Paglee 
Moorestown,  N.J. 


Senator  Chafee  comment 

Sir:  Re  "Save  the  Pensions"  (Mar 
Never  have  I  supported  legislation  o 
vocated  the  concept  of  forcing  pens 
"to  put  more  money  into  such  econ 
cally  depressed  areas  as  the  Midwe 
Northeast."  As  chairman  of  the  Se 
Finance  Subcommittee  on  Savings, 
sions  &.  Investment  Policy,  I  inten 
hold  hearings  on  a  number  of  pen 
issues.  If  hearings  can  reveal  profii 
investment  strategies  that  fund  ir 
tors  have  been  overlooking  in  the  N« 
east  that  are  consistent  with  obtai 
the  highest  and  safest  return  for  perl 
beneficiaries,  then  a  useful  purpose 
have  been  served.  If  there  are  legal  o 
cles  to  such  investments,  perhaps 
should  be  removed. 

The  pension  industry  and  I  share 
same  abhorrence  of  compulsory  go^ 
ment  intervention  in  pension  funi 
vestment  strategies. 
— Senator  John  H.  Chafee  (R-R.I.) 
U.S.  Senate, 
Washington,  D  C. 


Western  art 

Sir:  Re  your  article  (Fact  and  Comr. 
Mar.  30)  describing  the  growing  av 
ness  of  Western  art  in  America. 
Boy's  Club  here  plays  host  to  an  On; 
Western  Art  Show  and  Auction  each 
tober.  We  get  more  and  more  ingju 
about  both  participation  and  purch; 
Western  art. 
No  strong  interest  in  the  arts  ani 
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Free  your  captive! 


Free  from  surprises. 
Free  from  the  nagging  uncertainty 
of  catastrophe  losses  and  fluctuating 
reinsurance  costs  that  make  cash 
flow  management  difficult. 
General  Re  underwriters 
ffl  answer  your  questions  about 
//a  covera9e  availability,  rates, 
capacity  and  reserving 
techniques  and  offer  the  added 
benefit  of  our  expert  analysis  of 
large  loss  potential. 

Ask  us  about  some  of  our 
innovative  approaches  such  as 
PAPPY,™  retroactive/claims  made 
cover,  varied  deductible  plans,  and 
our  Matrix  Management™  plan. 
We  can  help  captive  risk 
managers  and  their  brokers  set 
jV^J  up  flexible,  direct  reinsurance 
programs  designed  to  provide 
broad  coverage,  predictable 
expenses,  and  long  term  stability. 
Feel  free  to  call  General  Re  today. 
We  want  to  be  your  reinsurer. 


General  Re 

America 's  Largest  Reinsurer 


General  Reinsurance  Corporation,  Greenwich,  Connecticut 

Atlanta,  Chicago,  Columbus,  Dallas,  Des  Moines,  Hartford,  Houston,  Kansas  City,  Los  Angeles.  New  York,  Philadelphia.  Washington,  San  Francisco,  Seattle. 

Montreal,  Toronto,  London,  and  Hamilton,  Bermuda 


"HERE'S  SOUTHERN  RAILWAY' 
FOR  THE  AUTOMOTIVE  INDUSTRY 
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THE  LONG  AND... 

The  simple  fact  is,  that  the  way  the  energy 
situation  is  today  and,  undoubtedly,  will  be 
tomorrow,  railroads  make  more  sense  for  long 
hauls  than  trucks  do. 

Because  railroads  are  a  lot  more  energy- 
efficient  than  trucks. 

But  does  that  mean  trucks  will  soon  be 
a  thing  of  the  past  for  the  automotive 
industry?  No.  We  think  trucks  have  a 
very  definite  place  in  the  future  of 
transportation. 

As  long  as  trucks  are  used  in 
the  right  place 


Harold  H  Hall.  President 
Southern  Railway  System  I 
Washington.  DC  20013 


Ik  a*"''' 


NSWER  TO  THE  ENERGY  SH 


FHE  SHORT  OF  IT" 

The  right  job  for  trucks  is  the  short  haul 
where  the  railroad  begins  and  ends. 

We  believe  so  much  in  this  concept,  and 
ts  important  implications  for  the  future  of 
this  country,  that  we've  set  up  a  system  to 
:apitalize  on  our  advantage  for  long  hauls 
and  trucks'  advantage  for  short  hauls.  We've 
nade  interchange  agreements  with  over  180 
Tucking  firms  all  over  our  route  to  give  you 
dock  to  dock  service  even  when  your  dock 
sn't  on  our  railroad. 

We  think  the  wave  of  the  future  is  to  have 
Bach  mode  of  transportation  do  what  it  does 
Dest. 

We  have  the  energy  for  the  long  haul 


Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
lie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne.  Truly, 
the  world's  most  civilized  spirit. 


VS.QE 
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After  50  Years  Of 
Chemical  Research, 
DuPont  Still 
Appreciates  The 
Elements  Of  Virginia. 

Inl929,DuPont  entered  the  state 
of  Virginia  with  the  goal  of  producing 
products  and  generating  a  profit.  And 
now;  50  years  later,  Du  Pont  continues 
to  thrive  and  expand  here  hecause  of 
the  special  elements  that  make  up  the 
business  climate  of  Virginia. 

Elements  like  a  state  budget  that's 
balanced.  A  fair  and  reasonable  rate 
of  taxation.  A  strongly  enforced  right 
to  work  law  and  a  large  labor  force. 

So  if  you're  looking  for  the  best  loca- 
tion for  your  company,  take  a  look  at 
Du  Pont's  historyof  success  inVirginia. 
You'll  find  that  Virginia's  formula  for 
business  is  something  any  company 
would  appreciate.  Just  contact  the 
Division  of  Industrial  Development, 
Dept.  F7,  Richmond, Virginia  23219. 


Virginia 


Readers  Say 


relation  to  our  heritage  was  really  sh 
by  people  in  our  area  until  the  lasti 
years.  Now  they  are  investing. 

Although  the  urban  cowboys  p 
will  probably  pass  (as  all  phases  d 
think  the  interest  in  Western  art  is 
to  stay. 

— Wanita  Gravatt 
Rapid  City,  S.  Dak. 


Thorough  story 

Sir:  As  one  who  is  completely  invo 
with  the  Thoroughbred  industry  ii 
most  every  capacity  (as  a  seller,  I  1 
sold  four  Thoroughbreds  at  public 
tion  at  world  record  prices  at  the  tin 
sale),  I  found  your  cover  story  (Mar 
the  best  analysis  of  the  present  stati 
the  industry  published  anywhere. 
—John  A  Bell  III 
President, 

Cromwell  Bloodstock  Agency,  Ltd. 
Lexington,  Ky. 


Only  recent  cases 

Sir:  In  "When  lawyers  prosper"  A 
30),  I  was  quoted,  "I'd  characterize  t 
as  lawyers'  cases,  not  true  disab 
claims."  This  was  specifically  relate 
most  of  the  recently  filed  cases 
treatment  of  my  statement  would  i 
cate  that  I  deny  the  existence  of 
disability  related  to  excess  asbestos  i 
lation.  Obviously  this  is  not  the  case 
— G.  Earl  Parker 

Senior  Vice  President  &  Secretaty, 
Johns-Mani  ille  Corp. 
Denver,  Colo. 


Butter  over  tobacco 

Sir:  The  dairy  industry  certainly 
not  need  additional  support  ("Guns 
not  butter,"  Fact  and  Comment,  Apr. 
but  when  do  the  Feds  plan  to  cut 
subsidy  to  the  tobacco  industry?  'j 
ter"  may  be  considered  a  part  of 
dietary  needs;  tobacco  is  not.  Sma 
should  directly  support  that  industry 
— Etta  Everett 
Eairplay,  Colo. 


Better  to  give  to  charitj 

Sir:  I  am  with  your  "no  presents"  frii 
as  to  party  gifts  (Fact  and  Comment, 
16).  We  are  enjoying  charitable  dl 
tions  much  more  than  gifts  we  c 
know  what  to  do  with. 
— Lis!  Frnehman 
hidicuiapolis,  Ind. 
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75  minutes. 


BECAUSE  TIME  IS  MONEY. 


TECHNOLOGIES 
SIKORSKY 
AIRCRAFT 


ITS  TECHNOLOGY  IS 
EQUALLY  COMFORTING. 

With  its  electronic  engine  controls, 
electronic  fuel  injection,  Automatic  Overdrive 
Transmission  and  computer-analyzed  design, 
the  1981 -Lincoln  Town  Car  lets  your  mind 
feel  as  good  as  the  rest  of  you. 

Perhaps  even  more  reassuring  is  the  fact 
that  the  Lincoln  Town  Car  now  comes  with 
the  Extended  Service  Plan,  Free. 

Lincoln  town  Car.  It  puts  your  mind  at  ease. 

As  well  as  your  body. 


LINCOLN-MERCURY  DIVISION , 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHEN  IT  COMES  TO  MASSAGING  FIGURES 

masseurs  are  amateurs  compared  to  politiconomists. 

LET'S  CEASE  OVERPLAYING  QUARTERLY  EARNING  REPORTS 


ne  of  the  earliest  to  make  major  use  of  quarterly  earnings 
thermometer  to  keep  tabs  on  corporate  health,  Forbes 
ed  bring  about  what's  become  a  most  unhealthy  emphasis 
hese  figures. 

ow  daily  bold  headlines  about  specific  companies'  quarter- 
arnings  being  up  or  down  vis-a-vis  the  same  quarter  a  year 
usually  have  immediate  impact  on  their  stock  prices,  more 
n  than  not  for  no  good  cause. 

three-month  profits  are  comparatively  way  Up  or  Down,  it 
be  for  any  number  of  extraneous  reasons — currency  fluctu- 
ns;  one-time  windfalls  or  bullet-biting  writeoffs;  the  high 
t-up  costs  for  new  plants  or  for  launching  new  products  of 
t  potential.  Some  very  special  reasons  could  make  a  quar- 
report  Down  and,  if  properly  understood  and  reported, 
Id  send  a  stock  quotation  up. 


Despite  what  we  all  have  said  all  too  often,  "the  bottom 
line"  at  any  one  time  is  not  the  ultimate  sole  criterion  for 
judging  corporate  worth,  corporate  prospects.  It's  the  figuring 
behind  that  figure  which  gives  it  true  meaning.  There  is  no 
meaningful  finality  in  the  figure  itself. 

Too  many  managements — under  quarterly  intense  press 
scrutiny — take  to  juggling,  managing,  overemphasizing  the 
need  to  look  good  at  a  cost  to  long-range  capital  investment, 
research  and  development. 

It's  up  to  the  likes  of  us  to  try  and  dig  out,  make  clear  why  a 
quarterly  earnings  report  or  any  other  regularly  timed  bottom- 
line  profit  measurement  isn't  the  whole  story. 

It's  up  to  gutful  CEOs  to  take  the  flak  instead  of  bidding  for 
quickie  applause  when  earnings  should  be  down  in  the  longer- 
run  best  interests  of  the  company  whose  helm  they  have. 


THREE  FOUL  BALLS 


ose  three  very  conservative  G.O.P.  senators  who  joined 
Democrats  to  sidetrack  the  Reagan  budget  each  hit  a 
.  In  setting  back  the  momentum  of  the  President's  tough 
et  because  it  doesn't  balance  as  quickly  as  they  want, 
tors  Armstrong  (Colo.),  Symms  (Idaho)  and  Grassley 


(Iowa)  did  a  dumb  thing  and  played  into  the  mitts  of  Demo- 
crats opposed  to  the  Reagan  program  for  exactly  the  opposite 
reasons. 

Two  more  such  strikes  and  these  anti-teamplayers  would  be 
out  by  baseball's  rules  .  .  .  and  maybe  benched  by  the  voters. 


DON'T  MUCK  UP  THE  RAPID  DEPLOYMENT  FORCE 


's  now  supposed  to  be  coming  into  being  so  that  our 
tary  can  react  with  swift  and  measurable  impact  in  the 
ian  Gulf  should  the  Free  World's  oil  jugular  be  threatened, 
talk  of  basing  or  having  an  alert  force  that  could  cope 
a  full-fledged  neighboring  Russian  invasion  is  time-wast- 
nonsense.  Having  at  the  ready  a  coordinated,  trained, 
pped,  combined  U.S.  force  to  cope  with  military  threats 
t  of  a  U.S.S.R.  all-out  assault  is  eminently  doable — just  so 
as  the  President  and  his  Secretary  of  Defense  issue  deci- 


sions instead  of  lending  their  ears  overlong  to  interservice 
squabbles  over  which  Brass  calls  the  tunes. 

A  beefed-up  Marine  Corps  is  the  prime  ingredient  for  a 
feasible  RDF — that's  been  their  whole  mission,  tradition  and 
knowhow.  It's  what  the  Marines  are  for,  and  what  they've 
accomplished  in  that  capacity  is  immeasurable. 

If  our  military  involvement  has  to  be  far  larger  and  longer 
than  RDF  scenarios  allow,  calling  for  much  greater  land,  sea 
and  air  power,  then  very  different  command  structures  are 
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called  for.  A  couple  of  Marine  divisions  and  an  elitist  (in  the 
sense  of  morale,  equipment  and  training)  army  division  must 
be  made  ready  now,  with  camouflage  gear,  tanks  and  trucks 
equipped  to  function  in  the  desert,  plus  all  the  other  supportive 
stuff  we  turned  out  not  to  have  in  our  recent  Egyptian  exercise. 
We  should  try  to  borrow  instructors  from  Israel  and  Egypt. 
They've  already  been  combatively  through  Middle  East  sands 
several  times. 

Putting  together  on  paper  and  imposing  a  command  struc- 


ture for  a  Rapid  Deployment  Force  for  the  Persian  Gulf,  p 
cated  on  huge  land  bases  in  the  Middle  East,  isn't  real 
Such  bases  could  inflame  the  very  situations  the  Fori 
intended  to  help  put  out. 

Let's  not  confuse  the  RDF  with  the  Army,  the  Navy  an< 
Air  Force.  These  services  all  have  vast  needs  to  fill  if  i 
conventional  military  capability  for  our  NATO  commitrj 
alone  is  to  be  convincing,  if  the  U.S.  military  is  to  be  rea; 
ably  comparable  to  that  of  the  U.S.S.R. 


ONE  SUPER  VERSUS  ONE  ABSURD  INDUSTRIAL  SELL 


The  connection  between  sex  and  alu- 
minum beams?  "If  you  stop  and  think 

about  it,  concrete  formwork  made  of  wood  or  steel  has  a  lot  in  Shuttle  (this  ad  ran  a  year  and  a  half  ago!)  compels  a  readin 

common  with  the  extinct  whalebone  corset."  This  labored  the  brief  copy,  which  sells  both  Crane  products  (such  as 

absurdness  is  meant  to  sell  hardheaded  contractors?  automatic  antiskid  brake  controls  demonstrated  in  use  in 

On  the  other  hand,  that  dramatic  landing  shot  of  the  Space  photograph)  and  an  impactful  corporate  image. 

JERRY  BROWN  COMES  IN  FROM  WAY  OUT 


California's  Governor  Brown  (of  Linda  Ronstadt  fame)  has 
come  off  the  pad  in  the  Right  direction.  Why  such  a  shift? 
Because  a  governor  who  wants  to  be  senator  (he  sees  slim 
presidential  pickin's  ahead)  has  to  be  able  to  shift  directions 
quicker  than  a  long-tailed  cat  in  a  roomful  of  rocking  chairs. 

Since  the  passing  of  Proposition  13  and  the  ascension  of  the 
Ronnie  Right,  California's  charismatic  governingguru  has  come 
East  to  spread  the  word  among  the  money  changers  that  the 
California  sun — for  now,  anyway — shines  for  business.  Corpora- 
tions are — currently — being  warmly  wooed  in  the  Brown  West. 

Not  long  ago  he  broke  bread  with  us  here .  He  talked  of  his  tight 
budget  and  his  effort  to  hold 
California's  cost-of-living  ad- 
justments to  5%  maximum. 

He  really  did  sound  convinc- 
ing in  the  avowals  to  make 
California's  climate  as  attrac- 
tive to  businesses  as  it  is  to 
sunfun  seekers.  I  guess  if  Su- 
preme Court  Justices  can  be 
said  to  follow — eventually — 
election  results,  so,  too,  can  it 


In  from  the  cold:  (1.  to  r.)  Steve  Forbes,  Governor  Brown,  MSF 


be  said  of  public  figures  who'd  like  to  continue  to  be.  To 
querying,  he  admitted  he'd  been  "giving  some  thought"  to 
U.S.  Senate  next  year  when  the  term  of  incumbent  Republ 
Hayakawa  of  dubious  distinction  is  up. 

As  part  of  his  new  image,  on  the  way  home  from  his  visit  E 
Governor  Brown  attended  the  New  Orleans  Superbowl.  Hun 
Events  quotes  one  of  the  governor's  aides  as  observing  that 
governor  "didn't  really  know  what  the  Superbowl  was." 

And  at  a  party  saluting  the  15th  anniversary  of  Willi 
Buckley's  popular  television  talk  show  Firing  Line,  th1 
stood  the  personable  Brown  enthusiastically  pumping 

hands  as  they  came  to 
end  of  a  receiving  line 
included    Anne  Armstro 
Louis  S.  Auchincloss,  Alisl 
Cooke,  Vernon  E.  Jordan 
and  William  E.  Simon. 

The  Republicans  may  L 
Hayakawa,  but  not  necessai 
the  votes  of  a  Senator  Brov 
if  his  present  sounds  shot 
win  him  the  seat. 
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AT  $10  BILLION,  THE  SHUTTLE  COST  LESS  THAN  HALF 

!  vhat  it  would  cost  to  put  an  atomic  carrier  in  foreign  waters  pabilities,  the  shuttle  puts  us  not  only  back  in  the  power  game 

h  the  necessary  support.  on  earth,  but  ahead. 

y  putting  us  ahead  in  space,  better  positioning  us  for  future  Without  U.S.  power  in  being,  the  price  for  peace  would  be 

ce  exploration,  and  greatly  increasing  military  defense  ca-  the  freedom  of  the  Free  World. 

CLIENT  GAGGED,  BUT  THE  GAGS  ARE  PRICELESS 


OIL  COMPANIES  AND  OIL  COUNTRIES  SUFFERING 

the  pangs  of  glut  during  this  brief  shining  moment  of  Gasalot  can  readily  ease  their  trauma. 
They  can  sell  all  the  crude  they  can  get  of  these  slightly-down-in-the-price  barrels  to  fill  our 
nearly  nonexistent  salt-dome  emergency  reserve.  Action  please,  Energy  Edwards! 


Jnderstandably,  a  burial  crypt  advertiser  was  inflamed 
en  someone  levity-ed  his  dignified  copy  and  millions 
newspaper  readers  read,  encapsulated  in  the  copy,  such 
is  as: 

Crypts  are  enduring.  Handsome.  Dignified.  Homey.'' 
Crypts  eliminate  the  mess  of  trudging  through  snow,  slush, 

IT'S  EASIER  TO  GRAB  SUCCESS 

than  to  hold  on  to  it. 


mud  or  rain.  If  you're  in  one  you  don't  have  to." 

"Why  stay  alive  when  dying  is  so  cheap." 

"Ask  about  our  family  lay-away  plan." 

If  the  National  Lampoon  doesn't  grab  the  culprit  for  an 
editorial  position,  then  an  alert  advertising  agency  ought  to 
unearth  him  for  its  creative  division. 

BLAMING  DESTINY  IS  A  POOR  OUT 

for  those  who  don't  reach  desired  destinations. 


FALLACIOUS  FORECASTERS 


By  M.S.  Forbes  Jr. 


Econometric  models — elaborate 
computer  programs  made  up  of  hun- 
dreds of  complex  mathematical  equa- 
tions that  purport  to  simulate  the  U.S. 
economy  and  provide  truly  reliable 
economic  forecasts — are  coming  un- 
der increasing  assault,  as  well  they 
should.  Customers,  primarily  large 
corporations  and  the  federal  govern- 
ment, pay  econometric  firms  such  as 
Data  Resources,  Wharton  Economet- 
ric Forecasting  and  Chase  Economet- 
rics over  $100  million  a  year  for  their 
computer-bred  analyses. 

It's  a  lucrative  business.  Data  Re- 
sources was  sold  to  communications 
conglomerate  McGraw-Hill  a  couple 
of  years  ago  for  $100  million,  33 
times  earnings. 

And  what  do  buyers  of  these  ser- 
vices get  for  their  money? 

The  forecasting  records  of  most 
models  have  been  miserable.  They 
predicted  the  recession  in  1979  that 
never  came.  When  it  did  arrive  in 
1980,  most  models  were  caught 
prophesying  continued  economic 
growth.  They  turned  pessimistic  as 
the  recession  ended. 

Computers  apparently  make  for  no 
better  forecasting  than  star-gazing  or 
reading  goat  entrails. 

It  is  no  wonder.  Most  econometric 
models  rely  on  historical  information 
when  concocting  their  mathematical 
formulas.  But  people's  habits  don't 
stay  the  same.  For  instance,  Ameri- 


cans for  years  routinely  saved  6%  to 
7%  of  their  incomes.  Their  incomes 
stopped  growing  in  1979,  and  so 
economists  figured  the  economy 
would  get  tanked.  The  reason  it 
didn't:  Thanks  to  inflation,  consum- 
ers stepped  up  their  spending  and  bor- 
rowing. The  savings  rate  plummeted. 

Economics  is  no  hard  science,  de- 
spite pretensions  of  some  practition- 
ers. How  does  one  quantify  incentive, 
entrepreneurship,  innovation? 

It's  perfectly  understandable  that 
economists  with  an  entrepreneurial 
bent  would  try  to  cash  in  on  their 
econometric  models.  Nor  is  it  so  sur- 
prising that  the  government,  at  least 
until  recently,  would  be  customers  for 
such  stuff. 

What  does  lift  the  eyebrow  is  that 
supposedly  hardheaded  businessmen 
would  shell  out  so  much  money  for 
forecasts  that  turn  out  to  be,  in  most 
instances,  no  more  reliable  than  a 
newspaper  horoscope. 

SAVING  EL  SALVADOR 

Secretary  of  State  Alexander  Haig 
made  El  Salvador  a  symbol  of  this 
Administration's  determination  to  re- 
sist Soviet-backed  guerrilla  insurrec- 
tions. Militarily,  the  policy  has 
worked — so  far. 

But  the  Achilles'  heel  is  that  the 
Salvadoran  government  is  undermin- 
ing the  economy  even  more  than  the 
fighting  did.  Although  anticommun- 
ist,  the  government's  economic  pro- 
grams are  socialistic.  Banks  and  ex- 


port companies  have  been  national- 
ized. So  have  the  holdings  of  large 
landowners. 

As  Forbes'  Washington  Bureau 
Chief  Jerry  Flint  put  it  in  a  first-rate 
story  about  that  country  (Feb.  2): 
"The  truth  is  El  Salvador  was  near  the 
take-off  stage  in  development  [before 
the  fighting].  The  Carter  people  failed 
to  see  a  society  changing  to  modem 
ways.  They  believed  that  the  old  rich 
still  ruled  with  an  iron  hand,  as  in  the 
story  books.  Social  revolution  to  them 
was  a  kind  of  laxative.  .  .  ." 

Unfortunately,  the  situation  is  no 
better  three  months  later.  Here  is  how 
a  respected  consulting  firm,  Poly- 
conomics,  described  El  Salvador's 
much-ballyhooed  land  reform:  "The 
peasants  till  the  same  plots,  but  the 
government  dictates  what  they  must 
plant.  They  are  not  permitted  to  sell 
their  plots  for  30  years.  The  govern- 
ment thus  replaces  the  landown- 
ers. .  .  .  The  government  switched 
much  of  the  confiscated  lands  from 
production  of  coffee,  sugar  and  cot- 
ton— the  big  earners  of  foreign  ex- 
change— to  com,  rice  and  beans.  The 
result  is  a  colossal  impoverishment  of 
the  economy.  It  costs  more  to  grow 
the  staples  than  to  import  them." 

We  would  not  be  out  of  bounds  to 
"suggest"  to  the  government  that  it 
back  off  from  its  anti-free-enterprise 
kick,  to  stop  running  the  economy 
further  into  the  ground.  Otherwise, 
that  ground  will  prove  fertile  indeed 
for  a  future  Marxist  assault. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mina.-MSF 


Five  Tears  Not  Too  Long 

The  Japanese  ascribe  America's  eco- 
nomic maladies  to  such  factors  as: 

Overemphasis  on  short-term  business 
profits.  In  essence,  the  Japanese  blame 
Wall  Street.  Equity  investors  demand 
quarterly  earnings  increases.  Directors 
compound  the  problem  by  tying  manage- 
ment compensation  to  short-term  profit 
performance.  In  Japan,  where  most  cap- 
ital comes  from  sympathetic  bankers 
rather  than  stockholders,  "waiting  five 
years  for  a  particular  product  to  show  a 
profit  isn't  uncommon,"  says  manage- 
ment consultant  Masaaki  Imai. 

—Wall  Street  Journal 

Microchip  Scimitars 

Mr.  Brezhnev  would  be  less  than  Rus- 
sian not  to  be  eyeing  the  fabulous  wealth 
below  the  desert  to  his  south,  if  it  is  still 
defended  only  by  a  handful  of  bedouin 
warriors  wielding  microchip  scimitars. 
Iran's  self-immolation  must  have  been 
one  of  the  considerations  that  convinced 
Russia  it  could  get  away  with  burning 
Afghanistan.  If  bits  of  Iran  and  Paki- 
stan— Azerbaijan,  Kurdistan,  Baluchis- 
tan— start  to  shake  loose,  they  will  be 
there  for  the  taking. 

— The  Economist 

Secret  Weapon 

In  commenting  on  the  government's 
plans  to  set  up  a  mobile-missile  system 
out  West,  Art  Buchwald  suggested  a  far 
cheaper  and  more  efficient  way  of  keep- 
ing the  MX  missiles'  location  secret  from 
the  Russians.  Give  the  missiles  to  Am- 
trak  and  "all  we  have  to  do  is  give  the 
Soviet  Union  a  train  schedule,  and  they'll 
never  find  them." 

— New  York  Times 

Friends  of  Chase 

If  I  go  to  make  a  courtesy  call  on  the 
king  or  crown  prince  of  Saudi  Arabia,  we 
don't  particularly  discuss  banking  busi- 
ness. But  everyone  down  the  line  knows 
I've  seen  them,  so  my  ability  to  get 
things  done  is  clearly  advanced  by  the 
fact  that  I  have  been  to  see  the  king. 

— David  Rockefeller 

Taken  Literally 

"Body  by  Fisher,"  describing  a  General 
Motors  product,  translated  as  "Corpse  by 
Fisher"  in  Flemish,  which  did  not  help 
sales.  Schweppes  Tonic  Water  was  adver- 


tised in  Italy  as  "bathroom  water." 
"Come  Alive  with  Pepsi"  almost  ap- 
peared in  the  Chinese  version  of  Reader's 
Digest  as  "Pepsi  Brings  Your  Ancestors 
Back  from  the  Grave." 

When  General  Motors  put  out  its 
Chevrolet  Nova,  apparently  no  one 
thought  of  foreign  sales.  Nova,  when 
spoken  as  two  words  in  Spanish,  means 
"It  doesn't  go." — Representative  Paul 
Simon  (D-Ill.). 

— "The  Public  Record,"  Harpers 

Pay  Out  for  Payoff 

Private  businesses  receive  rewards  for 
their  cost-cutting  efforts.  Employees  of 
government  agencies,  however,  receive 
no  rewards.  .  .  .  When  the  fiscal  year  is 
over,  employees  of  each  [federal]  agency 
should  receive,  on  top  of  their  current 
salary,  a  percentage  of  each  dollar  of  the 
authorized  budget  that  was  not 
spent.  .  .  .  Hundreds  of  thousands  of 
government  employees  possess  special 
information  no  one  else  has  about 
their  particular  bureaucratic  function, 
and  without  doubt  many  have  ideas  on 
how  to  make  their  own  operation 
more  efficient.  .  .  . 

An  overall  federal  government  budget 
figure,  say  $700  billion,  should  be  autho- 
rized for  the  coming  fiscal  year  (and  for 
succeeding  years  also).  Then  for  each  $1 


"I'd  like  to  know  who  told 
'Forbes'  I  was  a  nervous  bear. 


billion  that  actual  spending  falls  b< 
this  figure,  each  member  of  Conjl 
should  receive  $1,000  on  top  of  his" 
rent  salary.  ...  If  the  Congress 
granted  pay  increases  related  to  spenl 
cuts,  I  predict  we'd  see  some  remark| 
consequences.  .  .  . 

I  hope,  for  the  sake  of  the  econorrl 
well  as  my  own  tax  burden,  that  tl 
proposals  are  considered  and  adoptd 
so,  I  hope  that  in  four  years,  every  rr| 
ber  of  Congress  is  a  millionaire. 

— Robert  E.  Kolson,  Universi  l 

Chicago's  Graduate  School  of  Busi 


An  optimist  builds  castles] 
the  sky.  A  dreamer  lives  thel 
A  realist  collects  rent  frt 
both  of  them. 

—Springfield  (Mass.)  Republil 


Outlawing  Inflation 

"We've  solved  every  problem  with 
islation,"  says  [a  member  of  the  Bri 
Parliament].  "We've  passed  seven 
against  inflation.  We've  eliminated 
justice  numerous  times.  We've  so 
the  ecology  problem.  Every  problem 
been  solved  countless  times  by  leg' 
tion.  But  the  problems  remain.  Leg| 
tion  doesn't  work." 

— Alvin  Toffler,  The  Third  Vt 

For  Crying  Out  Loud 

To  me,  opera  is  where  you  get  stall 
and  instead  of  bleeding  you  sing. 

— Joey  Ad! 

What  and  Who  of  Ulcer 

Pressure  upon  the  mind  in  term 
anxiety  affects  our  digestion  and  give 
ulcers.  .  .  .  Insults  in  the  office  beet 
poisons  in  the  body.  I  think  that  hur 
ation  as  well  as  pressure  of  anxiet 
most  likely  to  lead  to  the  disorder.  ^ 
tycoon,  however  hard  he  works,  is ! 
liable  to  suffer  than  his  subordinate: 
do  not  get  ulcers,"  one  of  them  rece; 
declared.  "I  give  them." 

— John  Stewart  Co 
Living  with  a  Strai 

Corporate  Glossary 

Chairman  of  the  Board:  The  higl 
corporate  position.  Involves  sitting 
big  desk,  shooting  in  the  low  90s,  wc 
rng  about  kidnappings,  wearing  c| 
suits,  and  placing  blame. 

Sales  Manager:  A  well-dressed  sa 
man  who  doesn't  sell  anything. 

Director  of  Planning:  A  Ph.D. 
makes  his  mistakes  a  decade  in  advar. 

— National  Lamp\ 
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NOW 

IS  THE  TIME 
TO  FOCUS  ON 
MORE 
EFFICIENT 
COMMUNICATIONS 


Many  of  the  nation's  largest 
companies  have  decided  to  buy  or 
lease  their  telephone  systems  inste 
of  continuing  with  the  recurring  rent 
alternative.  The  right  combination  of 
size,  features  and  capacity  was  a 
primary  concern  for  them.  General 
Dynamics  Communications  Compar 
identified  and  analyzed  their 
communications  requirements  —  an 
can  do  the  same  for  you.  Weak  point 
in  your  system  will  be  eliminated; 
cost-cutting  opportunities  and 
efficiencies  will  be  designed  in.  Our 
program  will  provide  savings 
recommendations  to  your  present 
rental  alternative. 

Our  FOCUS  "systems  — 
Executive  and  Senator  —  are  provin 
to  be  the  solution  for  a  variety  of 
businesses.  These  economical  and 
compact  systems  offer  the  flexibility 
stored  program  control  and  advance 
capabilities.  They  include  cost-savin 
features  like  Uniform  Call  Distributioi 
Automatic  Route  Selection  and 
Message  Accounting  packages 
tailored  to  your  specific  business  nee 

Contact  General  Dynamics 
Communications  Company.  We'll  he 
you  focus  On  the  most  efficient 
solution  for  your  business 
communications. 

Call  toll.free:  800-821-7700  Ext.  337( 

(In  Missouri  call  800-892-7655  Ext.  j 

Or  write  our  headquarters: 

12101  Woodcrest  Executive  Drive 

St.  Louis.  Missouri  63141 

GENERAL  DYNAMICS 

Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 


FOCUS  is  a  registered  trademd 
of  American  Telecom.  Inc. 
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What's  Ahead  for  Business 


REAGAN  WELL  GET  HIS  TAX  CUTS 


The  White  House 
hinks  it  can't  miss 
n  the  cuts  and  that 
its  opponents, 

down  deep, 
believe  it,  too 


It  doesn't  take 
much  easing  of 
their  tax  burden 
to  get  people 
to  work  longer 


The  stock  market 
will  get  a 
powerful  shot 
in  the  arm 


Plan  on  higher  take-home  pay  and  a  smaller  tax  bite  out  of  business 
profits  in  1981  and  1982.  The  prospects  are  excellent  that  President  Reagan 
is  going  to  get  from  Congress  most,  perhaps  just  about  all,  that  he  has  asked 
for  in  the  way  of  personal  and  business  tax  cuts. 

There  is  more  than  bluster  behind  the  President's  hanging  tough  on  a 
three-year  deal.  The  Administration's  willingness  to  quarrel  publicly  with 
congressional  opponents  contrasts  sharply  with  the  style  of  White  House 
predecessors  in  both  parties.  The  White  House  thinks  it  can't  miss  on  the 
tax-cut  issue  and  believes  its  opponents,  down  deep,  believe  it,  too.  Hence, 
the  easy  access  to  key  spokesmen  for  television  and  print  interviews  and 
their  availability  for  speeches  in  the  boondocks. 

If  Reagan  must  give  ground,  he  won't  have  to  give  much.  The  controversial 
Kemp-Roth  personal  tax-cut  proposal,  which  would  reduce  the  marginal  tax 
rate  for  individuals  by  10%  a  year  for  each  of  three  years  starting  July  1, 
1981,  will  probably  be  toned  down,  but  only  slightly.  Compromise,  if  needed 
for  quick  passage,  is  likely  to  take  the  shape  of  a  first-year  tax  cut  of  8%  on 
personal  income  effective  July  1,  with  a  firm  pledge  in  the  legislation  to 
consider  tax  cuts  of  10%  a  year  in  each  of  the  following  two  years.  In  1982, 
with  the  entire  House  and  almost  one-third  of  the  Senate  up  for  election, 
their  consideration  is  likely  to  be  favorable. 

If  the  Kemp-Roth  proposal  passes  intact,  starting  in  mid- 1981,  it  will  reduce 
income  tax  rates  5%  for  calendar  1981,  15%  for  calendar  1982,  25%  for  1983 
and  30%  in  1984.  A  family  with  $10,000  of  taxable  income  would  pay  $130 
less.  A  family  with  $100,000  of  taxable  income  would  pick  up  a  $3,800 
reduction.  The  top  marginal  rate  for  taxpayers  would  be  50% . 

It's  all  too  easy  for  conventional  economic  forecasters  to  underesti- 
mate the  economic  impact  of  tax  cuts  of  this  size.  It  doesn't  take  much 
easing  of  their  tax  burden  to  encourage  people  to  work  longer.  With  civilian 
employment  at  the  current  level  of  100  million  persons,  those  few  hours  can 
add  up  to  big  increases  in  GNP  Bring  overtime  up  from  the  current  3-hour 
weekly  average  to  3.5  hours — the  1977  and  1978  averages — and  GNP  rises 
$42  billion.  Cut  absenteeism  by  0.5%,  and  GNP  picks  up  $10  billion. 

The  Administration's  spending-cut  proposals — which  must  accompany  the 
tax  cuts  if  huge,  inflationary  deficits  are  to  be  avoided — are  in  good  shape, 
too.  Some  program  reductions  are  going  through — milk  price  supports  were 
eliminated — that  would  not  have  been  given  much  chance  a  year  ago. 

The  stock  market  will  get  a  powerful  shot  in  the  arm  from  the 
changes  in  the  tax  rates,  particularly  because  of  the  significant  reduction  of 
long-term  capital  gains  rates  now  in  view.  For  someone  with  $100,000  of 
taxable  income,  the  marginal  rate  on  additional  capital  gains  would  drop 
from  24%  to  only  1 7% .  There  is  considerable  sentiment  in  Congress  to  go  a 
step  further  and  reduce  the  portion  of  any  capital  gain  to  be  counted  as 
income  from  the  present  40%  to  30%.  If  that  were  to  happen,  the  tax  on 
long-term  profits  would  be  13% — almost  no  bite  at  all  by  modern  standards. 
This  would,  of  course,  take  a  good  deal  of  steam  out  of  the  market  for  real 
estate  and  oil  drilling  shelters.  Instead  money  will  be  put  to  work  directly  in 
plant  and  equipment  via  purchase  of  conventional  bonds  and  stocks. 
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The  Forbes  Index 
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Credit  where  credit  is  due.  The 

economy  is  still  moving  ahead, 
largely  because  of  a  borrowing  surge. 
During  the  most  recent  reporting  pe- 
riod, consumer  installment  debt  in- 
creased by  nearly  $2  billion,  while 
payments  edged  up  a  mere  $600  mil- 
lion. That  additional  buying  power 
keeps  the  Forbes  Index  moving, 
though  it  is  hardly  an  encouraging 
reason  for  the  indicator  to  rise. 


The  Forbes  Index  Components 
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The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 

composed  of  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 

manufacturers'  inventories 

Total  retail  sales 

New  housing  starts 

Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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The  Mercedes-Benz  240 D: 
the  $20,000  car  that 
puts  you  not  in  the  lap  of  luxury 
but  in  the  hands  of  science. 

Luxury  trappings  can't  cut  running  costs  or  prolong  car  life  or  make  driving  safer. 
Technology  can— as  witness  that  l^-ton  mobile  efficiency  system,  the  240  D. 


The  Mercedes-Benz 
240  D  is  far  more 
than  the  only  $20,000* 
sedan  to  be  rated  at 
29]  EPA  estimated  mpg 
and  33  estimated  high- 
way mpg.t  It  is  a  mov- 
ing network  of  science 
and  technology,  pur- 
suing not  only  high 
fuel  mileage  but  effi- 
ciency in  every  sense 
of  the  word. 

For  example,  the 
240  D's  zero-excess 
four-cylinder  diesel 
engine  is  meant  to  run 
efficiently  at  5,000  feet 
above  sea  level  or  at 
five.  Mercedes-Benz 
science  gave  it  a  built- 
in,  barometric  brain,  to 
adjust  the  fuel/air 
mixture  to  the  altitude. 

The  engineers  gave 
the  240  D  a  floor- 
mounted  four-speed  manual 
transmission,  so  efficiently 
designed  that  Motor  Trend  calls  it 
"probably  the  smoothest  stick 
shift  in  the  world" 

Efficient  handling 

To  the  engineers  of  Mercedes- 
Benz,  sloppy  steering  is  ineffi- 
cient. Spongy  brakes  are 
inefficient.  A  car  that  wallows 
and  heaves  over  bumps  and 
through  curves  is  inefficient. 
Thus,  the  240  D  equips  you  with 
taut  steering  and  fade-resistant 
four-wheel  disc  brakes  and  a 
fully  independent  suspension 
system  meant  to  cling  to  the  road 
surface,  even  when  the  road 
surface  is  poor. 


The  240  D  cradles  five  people 
and  12.57  cubic  feet  of  luggage 
space  within  a  package  much 
less  bulkv  than  even  today's 
downsized  luxury  diesels. 

The  goal  of  driver  efficiency 
governs  the  design  and  layout 
of  the  interior.  The  seats  feel 
more  like  chairs  than  pillows, 
for  instance  — bolstering  your 
body  with  five  separate  layers 
of  padding  over  steel  springs. 

The  $6,000  surprise 

It  is  worth  noting  that  this 
model  of  engineering  intelli- 
gence is  priced  $6,000  lower 
than  any  other  Mercedes-Benz 
sold  in  America. 

Air  conditioning  and  electric 


window  lifts  are  avail- 
able, at  extra  cost.  So  is 
an  efficient  automatic 
transmission  with  not 
three  but  four  speeds. 

Recent  figures  show 
that  Mercedes-Benz 
sedans,  the  240  D  in- 
cluded, have  kept  about 
80  percent  of  their  orig- 
inal value  at  retail  after 
the  first  three  years. 

Integrated  into  this 
mobile  efficiency  sys- 
tem are  120  safety  fea- 
tures. The  240  D's  body 
and  chassis  are  not  sep- 
arate elements  held 
together  by  nuts  and 
bolts,  but  a  single  unit, 
precision-welded  at 
several  thousand 
points. 

The  efficiency  of 
experience 

If  the  240  D  seems  a  remark- 
ably efficient  example  of  diesel 
automobile  engineering,  it 
should  be  no  surprise.  Mercedes- 
Benz  pioneered  the  production 
diesel  automobile  45  years  ago. 
Experience  tends  to  show. 

*  Approximate  suggested  advertised 
delivered  price  at  port  of  entry. 

tEPA  estimate  for  comparison  purposes. 
The  mileage  you  get  may  vary  with  trip 
length,  speed  and  weather.  Actual 
highway  mileage  will  probably  be  less. 

;  1981  Mercedes-Benz  N.  A.,  Inc.,  Montvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


"Trees  grow  naturally. 


At  Diamond  we  diversified  and  grew 
by  design.  Concentrated  on  markets 
we  know.  Integrated  from  tree  to 
end  user.  Divested  marginal  opera- 
tions. Added  consumer  products. 
And  look  where  it's  got  us  today. 

A  six-sided  Diamond.  Diamond's  $1.2 
billion-plus  sales  are  made  up  of  six 


segments.  Lumber.  Retail.  Packaging 
Pulp  and  Paper.  Specialty  Printing. 
Matches/ Woodenware/ 
Machinery.  We're  in 
all  key  states  and 
part  of  Canada. 
Overseas  we  manu- 
facture or  market 
in  the  U.K.,  West 
Germany,  France, 
Italy  and  Sweden. 

Our  $490  million  package. 

A  good  deal  of  our  pulp  and  paper 
also  goes  into  packaging  products, 
the  largest  single  segment  of  our 
business.  Folding  cartons.  Egg  cartons. 


Trays  for 
meat,  pro- 
duce and 
fast-food 
chains. 
We're  also 
the  largest 
producer  of  non-aerosol  mist  sprayers: 
"The  only  propellant  they  use  is  your 
finger." 

Taking  the  tree  into  the  home.  Instead 
of  selling  pulp  as  a  raw  material  we 
convert  much  of  it  into  consumer 
products — like  Vanity  Fair®  tissues.  We 
also  make  and  market  Bicycle®  Con- 
gress® and  Tally-Ho®  playing  cards. 
Cotton  swabs.  Paper  plates  and  trays. 
Office  supplies. 

Over  70%  of  our  products  begin  as 
trees.  More  than  1.6  million  acres  of 
timberlands  in  the  Northeast  and 
West.  It's  our  richest,  most  rewarding 
resource.  Trees  also  are  renewable,  so 
we  don't  ever  expect  to  run  out  or  run 


Tree  companies  don't." 

William  J.  Koslo,  Chairman  &  President,  Diamond  International 


short.  And  every 
tree  harvested  is 
replaced. 

We're  expanding 
because  you  are. 

One  of  our  fastest 
growing  groups  is 
Diamond  Retail. 
Today  we  have  over 
120  home  center 
building  supplies 
stores  in  19  states — 
double  the  number  three  years  ago.  And  we 
keep  adding  outlets.  Total  group  sales 
by  1983  could  top  half  a  billion  dollars 


two-piece  can  ca- 
pacity doubled  in  the 
last  two  years. 

100  years  paying 
dividends.  Diamond 
now  ranks  No.  1 
among  forest- 
products  firms 
for  dividend-paying 
longevity:.  100  years 
in  a  row.  In  fact, 

When  you  grow,  we  grow.  onJy  seVen  Other 

NYSE  industrials  have  a  better  record. 
And  since  1977  we've  increased  our 
cash  dividend 


Can  capacity  to  double.  Diamond 
manufactures  the  practical,  popular 

two-piece  beverage  can 
— a  star  develop- 
Qj  I  ment 
m  of  the 


and  declared 
a  special  10% 
common 
stock  divi- 
dend. 


Diamond  in 
the  '80s. 

Diamonds  finan- 


$50  billion 
'    packaging  in- 
BBI    dustry.  Through 
IBs    our  Heekin  Can 
■Hi    Division  we've 
become  a  major  marketing  force  in 
the  Midwest.  And  a  growing  one.  Our 

©  1981  Diamond  International  Corporation 


cial  strength  and  future  is  impressive. 
We  intend  to  keep  it  that  way.  Through 
new  ways  of  using  our  timberland  base 
to  produce  higher  returns.  Through 
adding  and  developing  products  for  the 
markets  of  tomorrow.  Through  greater 
cost  control  and  energy  self-sufficiency. 

Write  Diamond  International,  733 
Third  Avenue,  New  York,  N.Y  10017  for 
our  quarterly  and  annual  reports. 
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Risk.  Its  real  size  depends  on  your  perspective. 

Are  the  risks  that  your  business  faces  as  big  as  you  think?  The  specialists  at 
Corroon  &  Black  will  tell  you— and  show  you  how  to  prevent  risk.  For  the  risks 
that  are  manageable,  our  sophisticated  techniques  help  forecast  losses,  measure 
appropriate  retention  levels,  and  let  us  show  you  the  best  way  to  finance  your  risks. 

It's  an  innovative,  professional  approach  you'd  expect  from  one  of  the 
world's  top  business  insurance  brokers.  So,  contact  us.  We'll  help  cut  your  risks 
down  to  size. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York.  N.Y.  10005  •  212-363-4100 
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k  boardrooms  across  the  land,  businessmen 
Ye  toasting  William  Baxter,  Reagan's  new 
htitrust  chief.  What  will  they  think  of  him 
\ur  years  from  now? 

Actions  speak 
louder  than  words 


By  Beth  Brophy 

r here's  a  funny  thing  about  the 
men  who  head  the  Justice  Depart- 
ment's antitrust  division.  They  of- 
i  take  office  proclaiming  one  specific 
of  policies  and  then  do  the  opposite. 
Tonsider  the  late  Richard  McLaren,  a 
porate  attorney  from  Chicago  who 
ved  under  Richard  Nixon.  He  filed 
dmark  suits  against  International 
ephone  &  Telegraph  that  led  to  its 
estiture  of  Avis,  Canteen  and  Levitt, 
en  there  was  John  Shenefield,  Jimmy 
ter's  appointee.  Despite  some  initial 
ster,  he  launched  no  significant  anti- 
st  offensive,  concentrating  instead  on 
amlining  AT&T  and  other  cases  al- 
dy  under  way 

hat's  why  businessmen  shouldn't  be 
quick  to  relax  when  they  hear  Wil- 
Baxter.  He's  Ronald  Reagan's  chief 
stbuster  and  a  man  who  seems  re- 
hingly  benevolent.  Oil  companies 
ing  into  mining?  An  efficient  infu- 
\  of  new  capital  by  technologically 
lated  enterprises,  says  the  51 -year-old 
Kter.   Conglomerate  mergers?  "Pre- 
us  administrations  had  the  notion 
y  were  bad  not  because  they  impaired 
intensity  of  competition  in  particular 
liducts  or  service  markets,  but  because 
1  y  resulted  in  very  large  companies." 
I  laxter 's  background  is  equally  comfort- 
i,.  For  the  past  20  years  he  has  taught 
intrust  and  regulated  industries  law  at 
ilnford,  where  he  earned  a  reputation  for 
i  conservative  approach  to  antitrust, 
:lludmg  the  belief  that  many  business 
dctices  thought  to  be  anti-competitive 
ually  increase  efficiency  and  competi- 
Jn.  Along  the  way,  he  served  as  a  consul- 
:  t  to  such  clients  as  Levi  Strauss  and  the 


Chief  government  tnistbuster  William  Baxter 
"Jail  is  an  enormous  deterrent." 


American  Petroleum  Institute.  Now, 
however,  Baxter  wants  to  strip  the  Federal 
Trade  Commission  of  its  antitrust  juris- 
diction. Congress  itself  got  so  fed  up  last 
year  with  the  FTC's  antibusiness  policies 
that  it  created  a  legislative  veto  over  the 
agency's  rulings. 

Baxter  also  shares  the  growing  concern 
that  antitrust  laws  need  to  be  bent  to 
allow  U.S.  companies  to  compete  more 
effectively  abroad.  Some  joint  ventures, 
he  admits,  do  carry  anticompetitive  po- 
tential, and  should  be  stopped.  But  he 


wants  businessmen  to  know  where  they 
stand.  "I  would  attempt  to  bring  about  a 
situation  where  businessmen  have  great- 
er clarity  as  to  the  permissibility  of  using 
joint  ventures  in  a  variety  of  circum- 
stances," he  explains.  "One  important 
circumstance  is  joint  ventures  to  achieve 
economies  of  scale  and  minimization  of 
transaction  costs  in  exporting."  But 
Baxter's  not  talking  about  sharing  fac- 
tories, he's  talking  about  sharing  infor- 
mation. "Obviously,  sharing  reaches  a 
point  of  corporate  intimacy  where  it  is 
indistinguishable  from  merger."  He 
thinks  guidelines,  speeches  and  new 
laws  will  help  clear  up  current  ambigu- 
ities in  this  area. 

All  this,  of  course,  isn't  to  imply  that 
Baxter  won't  make  waves.  He  says  car- 
tel-like behavior  is  his  top  priority.  By 
this  he  means  producers  with  a  substan- 
tial market  share  conspiring  to  control 
the  rate  of  production  and  prices.  "It 
occurs  among  dry-cleaning  establish- 
ments in  small  towns  and  it  occurs 
among  the  manufacturers  of  heavy  elec- 
trical equipment — and  it  should  be 
stopped,"  he  says. 

To  accomplish  that,  Baxter  advocates 
tougher  criminal  penalties,  such  as  jail 
sentences,  for  business  executives  who 
meet  clandestinely  to  fix  prices.  "I  think 
the  prospect  of  going  to  jail,  even  for  a 
very  short  period  of  time,  is  an  enormous 
deterrent,"  he  explains.  Baxter  isn't  yet 
naming  any  of  the  particular  industries 
he  suspects.  But  the  department  is  cur- 
rently investigating  road-building  com- 
panies in  several  states.  Baxter  also  re- 
cently pledged  to  keep  a  close  eye  on  the 
railroad  and  shipping  industries. 

Still,  price-fixing  is  garden  variety 
antitrust.  It  lacks  the  political  impact  of 
big-time  litigation.  "In  general,  I  would 
go  after  mergers  of  substantial  size 
which  we  can  prove  are  likely  to  have 
adverse  horizontal  effects  on  identifiable 
markets,"  Baxter  explains.  "By  that  I 
mean  mergers  likely  to  change  industry 
structure  in  a  way  that  would  reduce 
output  and  increase  prices."  When  does 
that  happen?  As  soon,  says  Baxter,  as  the 
number  of  competitors  is  small  enough 
so  that  cartelization  through  disguised 
agreement  is  a  realistic  possibility. 

That  sounds  suspiciously  like  "shared 
monopoly,"  the  domination  of  markets 
by  a  few  large  firms  that  was  the  bogey- 
man of  the  Carter  Administration.  "Oc- 
casionally in  a  highly  concentrated  in- 
dustry, companies  will  exchange  data, 
and  there  are  circumstances  where  such 
behavior  would  amount  to  agreement  in 
restraint  of  trade,"  says  Baxter.  "I  would 
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not  hesitate  to  .bring  those  cases.  The 
line  between  a  pure  shared  monopoly 
and  a  conspiracy  becomes  very,  very 
thin.  In  disavowing  a  shared  monopoly 
theory,  I  do  not  want  to  disavow  any 
cases  appropriately  brought  on  the  basis 
of  agreements — whether  proved  directly 
or  by  circumstantial  evidence." 

Cut  through  the  law  professor's  mum- 


bo  jumbo,  and  that  hardly  sounds  like  a 
little  stick.  Baxter  clearly  doesn't  think 
big  equals  bad,  and  believes  many  a 
merger  is  made  in  heaven,  but  just  as 
clearly  he's  not  going  to  sit  by  nodding 
where  he  sees  signs  of  genuinely  anti- 
competitive practices.  Watch  out,  then, 
about  what  goes  on  in  those  smoke-filled 
rooms  at  the  trade  associations  and  in 


convention  committee  meetings. 

So  far,  of  course,  the  press  has 
trayed  William  Baxter  as  more  pus 
than  tough  cop.  That  may  well  tun 
to  be  another  oversimplification.  A 
Justice  Department's  Antitrust  Div 
more  than  any  other  government 
you  judge  a  man  by  his  actions  anc 
by  his  words.  ■ 


Ohr-  - 

bii  litem 
lodevf 
jsEklui 
totally 
fetutt 

k< 

U  0 
w 


According  to  President  Coy  Eklund,  Equitable  Life  is  riding  high 
than  ever.  Another  set  of  numbers,  however,  tells  a  different  story. 
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By  Stanley  Ginsberg 


We  just  finished  the  best  year  in 
the  Equitable's  history,"  de- 
clares Coy  Eklund,  65,  president 
and  chief  executive  of  the  nation's  third- 
largest  life  insurance  company. 

That  may  be  so  if  you're  willing  to  go 
by  dollar  figures.  But  compared  with  its 
peer  companies  in  the  top  ten,  122-year- 
old  Equitable  ranks  at  or  near  the  bottom 
of  the  heap  by  most  broadly  accepted 
industry  yardsticks.  Last  year,  for  exam- 
ple, when  the  top  ten  (Equitable  includ- 
ed) averaged  a  2.8%  gain  in  life  premi- 
ums, Eklund's  company  was  down  11%. 
While  insurance  issued  in  1980  jumped 
by  better  than  15%  overall,  the  Equita- 
ble's dropped  by  2.5%.  While  the  top 
ten's  net  gain  after  taxes  went  up  by  an 
average  of  19.5%,  the  Equitable's  gain 
was  a  microscopic  0.1%  return  on  its 
$34.6  billion  in  assets — a  decline  of  57%. 

When  confronted  with  these  unpleas- 
ant realities,  all  gleaned  from  the  volumi- 
nous and  comprehensive  "convention 
blanks" — annual  statements  that  all  in- 
surance companies  must  file  with  state 
insurance  departments — Eklund  grows 
agitated.  "We're  not  underperforming 
the  industry,"  he  snorts.  "We're  setting  a 
strong  pace  for  the  industry  financially. 
A  gain  in  life  premiums  is  almost  irrele- 
vant as  a  gauge  of  performance.  Sure,  our 
insurance  issued  last  year  was  almost 
unchanged,  but  that  followed  a  year  in 
which  we  had  a  41%  gain."  He  neatly 
sidesteps  the  question  of  net  gain.  In- 
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stead,  he  reaches  for  a  company  booklet 
entitled  1980  Results,  which  compares 
Equitable's  past  and  present  performance 
with  little  regard  for  what  the  rest  of  the 
industry  is  doing. 

There  is  a  reason  Eklund  prefers  not  to 
dwell  on  the  convention  blank  numbers. 
As  one  analyst  explains  it:  While  they 
show  peer  companies  like  Prudential 
forging  ahead  with  aggressive  marketing 


and  expansion,  the  Equitable  set 
mired  in  indecision. 

Take  Eklund's  recent  announcen 
of  his  company's  retreat  from  the  i 
vidual  property-casualty  business.  O 
nally  purchased  in  1974,  the  Hou 
General  group  was  to  provide  the  Eqi 
ble's  sales  force  with  a  new  marke 
tool  to  bolster  the  sagging  whole  life 
surance  business.  "Property-casual 
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Equitable  Life  President  Coy  Eklund 

"Our  problem  was  that  we  were  getting  no  enjoyment. 
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it  is,  personal  homeowners  and  auto- 
ibile  insurance — being  easier  to  sell 
in  life  insurance,  possibly  could  enable 
to  develop  more  successful  agents," 
/s  Eklund.  A  reasonable  expectation, 
jecially  since  aggressive  industry-wide 
ce-cutting  and  the  general  shift  to 
v-cost  (and  generally  low-commission) 
m  insurance  has  been  squeezing 
nts'  incomes. 

Jnfortunately,  that  did  not  happen, 
le  property-casualty  subsidiary  was 
d  off  in  1980  to  Tokio  Fire  &  Marine, 
e  other  is  currently  on  the  block.  How 
ne?  "Professional  life  insurance  peo- 
■,"  says  Eklund,  speaking  of  a  profes- 
n  whose  emphasis  on  aggressive  sell- 
;  at  all  hours  of  the  day  or  night  is 
endary,  "simply  don't  want  to  get  in- 
Ived  in  a  business  that  bothers  them 
r  the  weekend  with  telephone  calls 
lorting  wrinkled  fenders." 
roperty-casualty  is  a  cyclical  busi- 
es, and  the  Equitable  stayed  in  for  one 
year  underwriting  cycle.  "It  was  a 
)d  cycle,"  he  observes.  But  for  whom? 
a  good  showing,  underwriting  payout 
i  expenses  are  less  than  premium  in- 
ne.  This  is  known  as  the  combined 
io  and  the  lower  it  is  the  better, 
lereas  such  major  insurers  as  State 
m  and  Allstate  came  up  with  com- 
led  ratios  that  averaged  91.5%  and 
.5%  respectively  for  1975  through 
9,  the  best  the  Equitable  could  do  was 
%.  "Combined  ratios?"  Eklund  re- 
ts. "That  is  of  no  interest  to  me.  I'm  not 
it  interested  in  whether  it  was  profit- 
e.  Our  problem  is  that  we  were  getting 
enjoyment  from  the  operation." 
*Jor  is  he  getting  much  enjoyment 
m  accident  and  health  insurance,  a 
e  that  accounted  for  nearly  40%  of  last 
r's  $3.2  billion  in  premium  income, 
roup  lines,"  says  Eklund,  reading  from 
'0  Results,  "lost  us  $9  million,  princi- 
ly  because  of  a  $250  million  overrun 
xpenses,  but  also  because  of  a  heavy 
rease  in  the  number  and  size  of 
ms."  But  that  is  for  all  group  lines, 
just  accident  and  health.  Group  life 
annuities  generated  over  $20  million 
profits  after  taxes  and  dividends, 
t's  good.  But  accident  and  health 
ck  the  Equitable  for  $36  million.  Ac- 
ding  to  the  convention  blank,  claims 
ments  went  up  3%.  Expenses,  mean- 
ile,  jumped  to  over  20%  of  premiums, 
at  about  that? 

Wait,"  Eklund  protests.  "I'll  give  you 
numbers  in  a  minute.  I'll  take  you 
t  through  here."  He  leafs  through  the 
Its  book.  "Pension  business  gave  us  a 
of  $49  million  in  surplus,"  he  in- 
es,   quickly  changing  the  subject, 
er  here  is  our  growth  in  surplus  over 
last  20  years.  We  feel  so  good  about 
success  of  the  Equitable  financially." 
er  mind  that  Equitable  consistently 
:jks  near  the  bottom  of  the  industry  on 
wth  of  surplus.  Or  that  its  ratio  of 
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Nothing  to  cheer  about 


Ranked  by  percentage  change  in  stat- 
utory results  reported  by  the  top  ten 
life  companies,  both  stock  and  mutu- 
al, in  six  key  areas,  the  Equitable 
gives  Coy  Eklund  little  to  smile 
about.  In  spite  of  better-than-average 
asset  growth,  the  company's  perfor- 
mance in  premium  growth,  insur- 


ance issued  during  the  year  and  total 
insurance  in  force  is  at  the  bottom  of 
the  pack.  More  important,  growth  of 
surplus  funds  (the  equivalent  of  re- 
tained earnings)  and  the  ratio  of  sur- 
plus to  insurance  in  force — indicators 
of  a  company's  financial  strength — 
have  been  going  steadily  down. 
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surplus  to  insurance  in  force — the  real 
measure  of  a  company's  strength — is  the 
lowest  among  the  Equitable's  peer  mutu- 
al companies.  Accident  and  health  has 
slipped  from  the  conversation. 

Clearly,  Eklund  would  much  rather 
talk  about  ordinary  life  insurance,  the 
line  responsible  for  39%  of  last  year's 
revenues,  but  88%  of  its  pretax  operating 
profits.  "Look  at  this,"  he  says,  pointing 
to  a  chart  in  1980  Results.  "The  Equitable 
now  ranks  number  one  on  competitive 
cost  on  a  life  insurance  policy  for 
$100,000.  Don't  you  think  we  feel  pretty 
good  about  that?  That's  the  bulk  of  our 
business."  The  policy  of  which  he  is  so 
proud  is  a  standard  risk  policy — 30%  of 
the  Equitable's  life  insurance  business. 
Its  other  policies  don't  stand  up  so  well. 
According  to  the  annual  policy  rankings 
appearing  in  Best's  Review ,  the  Bible  of  the 
business,  Equitable's  preferred  risk 
whole  life  $100,000— which  the  com- 
pany submitted  to  Best's  as  its  prototype 
policy — ranked  38th  in  interest-adjusted 
payment  cost,  while  its  $25,000  whole 
life  and  paid-up-at-65  policies  all  ranked 
in  the  70s. 

No  surprise,  then,  that  the  Equitable's 
lapse  ratio — the  percentage  of  insurance 
in  force  that  terminated  before  the  in- 
sured's death — is  growing  faster  than  any 
other  comparable  company.  Last  year, 
the  Equitable's  hard-pressed  sales  force 
had  to  sell  311,000  new  policies  just  to 
stay  even  with  the  preceding  year. 


So  what  are  Eklund's  major  accomplish- 
ments? "In  1978,"  he  replies,  "we  really 
took  the  bull  by  the  horns  and  did  some 
good  things  here,  the  staff  reduction  to  cut 
expenses,  and  the  disposition  of  $533  mil- 
lion in  common  stocks." 

Eklund's  "outplacement,"  which  re- 
ceived a  lot  of  publicity  at  the  time, 
eliminated  a  total  of  545  jobs  from  the 
Equitable's  total  staff  of  15,000— that's 
just  under  4%  out  of  his  declared  target 
of  10%.  Besides  several  lawsuits,  the 
move  reportedly  created  serious  morale 
problems.  Eklund  replies:  "I'm  sure  that 
anyone  who  lost  his  job  had  a  serious 
morale  problem.  You  bet." 

And  the  common  stock  selloff?  "Com- 
mon stocks,"  he  explains,  "provide  a 
very  attractive  long-term  capital  appre- 
ciation possibility,  but  at  the  expense  of 
year-in,  year-out  annual  yields  that  en- 
able us  to  pay  out  the  dividends  that  our 
policyholders  expect  and  require."  His 
answer  was  to  put  the  $533  million  pro- 
ceeds into  publicly  traded  bonds,  which 
bumped  their  share  of  the  Equitable's 
total  portfolio  from  40.7%  to  42.3%. 
Last  year,  the  Equitable  realized  a  $58 
million  loss  on  bonds.  The  year  before,  it 
lost  $29  million.  During  the  same  period, 
S&P's  500  rose  40%. 

There's  a  good  deal  of  smart  sentiment 
that  says  bonds  will  outperform  stocks  in 
the  next  year  or  so,  and  if  they  do,  Ek- 
lund's recent  switch  will  look  good.  His 
record,  however,  isn't  reassuring.  ■ 
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The  problems  at  Playboy's  London  casinos  are 
far  more  critical  than  is  generally  realized. 
They  could  spell  the  end  of  the  bunny  empire. 


Is  Playboy's  luck 
running  out? 


By  Maurice  Barn  fat  her 


On  Feb.  20,  London  police  took 
certain  documents  from  two  casi- 
nos owned  by  $363  million  (sales) 
Playboy  Enterprises.  None  of  the  gaming 
rooms  at  the  Playboy  Club  of  London 
and  the  nearby  Clermont  Club  were  ac- 
tually entered,  so  the  gamblers  went  un- 
disturbed. The  casinos  that  chipped  in 
$31.2  million  to  Playboy  Enterprises' 
earnings  last  year — more  than  twice 
what  the  magazine  itself  contributed — 
carried  on  business  as  usual. 

Later  that  month,  when  the  docu- 
ments were  returned,  Playboy's  Chicago 
headquarters,  some  4,000  miles  away, 
dismissed  the  incident  as  a  little  local 
difficulty,  now  happily  resolved. 

That  complacency  was  rudely  shat- 
tered on  Apr.  10  when  London  police  and 
the  British  Gaming  Board  announced 
they  both  would  oppose  renewal  in  May 
of  Playboy's  gaming  licenses  for  its  three 
London  casinos,  including  the  Victoria 
Sporting  Club,  and  the  two  casinos  in 
Manchester  and  Portsmouth  as  well. 
Breaches  of  the  Gaming  Act,  such  as  pro- 
viding illegal  credit  to  heavy  gamblers, 
were  cited.  Worse,  London's  Serious 
Crime  Squad  is  concerned  with  reported 
allegations  of  organized  prostitution  at 
the  casino.  It  has  not  been  established 
that  Playboy  knew  of  these  alleged  activi- 
ties. Bluntly,  Playboy's  entire  gambling 
operation,  including  the  newly  opened 
Atlantic  City  complex,  is  in  jeopardy 
That  means  the  whole  Playboy  empire. 
For  without  the  casinos  Playboy  is  left 
with  clubs  and  hotels  that  lost  $5  million 
last  year,  and  an  aging  magazine. 

A  desperate  Derick  Daniels,  Playboy 
president  and  chief  operating  officer, 
flew  to  London  immediately  after  the 
license  objections  became  known.  On 
Apr.  15,  after  his  own  on-the-spot  assess- 
ment, he  fired  Victor  Lownes,  chairman, 
managing  director  and  chief  architect  of 
the  phenomenally  successful  casinos,and 
his  deputy,  William  Gerhauser. 


"Senior  management  of  Playboy  in  En- 
gland has  lost  the  confidence  of  the  two 
regulatory  authorities  in  the  gaming  in- 
dustry," stated  Daniels.  "Playboy  recog- 
nizes as  a  matter  of  immediate  and  over- 
riding necessity  [our  italics]  that  the  confi- 
dence must  be  restored." 

He's  not  kidding.  If  Playboy  loses  the 
London  casinos,  that  would  cast  a  shad- 
ow over  its  future  hope,  the  $135  mil- 


Ousted  Playboy  casino  bead  Victor  Lownes 
"They've  done  a  stupid,  thing." 

lion  Playboy  hotel  and  casino  in  Atlan- 
tic City.  Consider  this.  In  March,  one 
month  after  the  London  police  seizure 
of  documents,  G.  Michael  Brown,  direc- 
tor of  the  New  Jersey  Division  of  Gam- 
ing Enforcement,  sped  to  London  to 
discover  what  was  up.  So  grave  were  the 
allegations  against  Playboy  that  Brown 
demanded  the  resignation  from  the  At- 
lantic City  Casino  of  Lownes  and  three 
other  executives:  Gerhauser,  Bernard 
Mulhern  and  Christopher  Raphael.  Only 
after  their  departure  from  the  American 
operations  did  the  Atlantic  City  club  get 
a  temporary  license  to  open  in  mid- 
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April.  Should  Playboy  fail  to  get  a 
manent  license  in  Atlantic  City,  it  n} 
sell  to  its  partner  at  an  undisclosed 
certainly  low,  price.  That  partner,  El 
ore,  controlled  by  hotel  chain  Hyatt 
temational,  which  is  run  by  Chica 
Pritzkers,  would  have  little  diffic 
finding  the  money.  Says  Guy  Mich 
the  Gaming  Enforcement  agency's 
ty  director,  "The  problem  the  comri 
is  having  in  England  is  of  serious  c 
cern  to  us." 

What,  in  fact,  has  Playboy  been  dd 
in  London?  Why  is  it  so  serious 
what  are  the  chances  of  losing  those 
credibly  valuable  casino  licenses? 
major  part  of  the  objection  to  our  lies 
involves  the  provision  of  credit," 
plains  Lownes.  "The  minor  part  is  n 
up  of  canards  and  rumors.  You  don't 
tinguish  a  license  for  that  any  more  t  d 
you  give  the  death  penalty  for  spittin 
the  sidewalk." 

He's  wrong.  All  the  London  gan 
clubs  closed  in  recent  years  allegt 
committed  credit  offenses.  Extern 
credit — say,  by  not  cashing  a  gamh 
check — is  an  offense.  This  rule  was  an.  i 
troduced  to  avoid  sucking  people 
gambling  sums  they  do  not  have.  W) 
the  police  checked  Playboy's  books  1 
are  said  to  have  found  undisclosed  1; 
of  credit  to  over  30  people  worth  s« 
$8.5  million.  Then  there's  the  48 
rule.  This,  too,  is  at  the  core  of  Bn  seem; 
gaming  regulations.  It's  there  to  pre1  m 
people  literally  walking  in  off  the  sti  year- 
joining  the  club  and  gambling.  It  als  game 
designed  to  discourage  junkets.  The 
says  that  when  you  join  you  must  si 
form  signifying  youiintention  to  gan 
48  hours  before  you  do  so.  Thereafter 
can  gamble  whenever  you  wish. 
Playboy  found  a  loophole.  Guest: 
members  can  gamble  immediately 
Playboy,  it  is  alleged,  enrolled  portei 
London's  leading  hotels  as  memU  ph 
who  then  brought  in  overseas  gamt 
as  "guests." 

Potentially  the  most  serious  proi:  1I41 
is  the  alleged  availability  of  girls  at  F  on tiv 
boy's  casinos.  That's  organized  prosi  fei; 
tion.  If  proved,  it  would  lead  to  enm 
charges.     "There     are    no  crim 
charges,"    Lownes    insists.  Howe 
Forbes  has  learned  that  the  Ser 
Crimes  Squad  is  taking  a  close  intere 
the  investigation  by  the  London 
Squad  and  the  Gaming  Board. 

Whenever  the  Gaming  Board  and 
police  combined  to  object  to  licenst  . 
newal  in  the  past,  they  have  invan 
succeeded.  For  instance,  the  Coral 
sure  Group,  former  owner  of  Lond  ::;  > 
Curzon  House  Club  and  other  West 
casinos,  lost  three  casino  license; 
1980  after  a  police  raid  and  objection 
the  authorities. 

How  did  Playboy  get  itself  in 
mess?  The  answer  lies  with  Vic  Low 
Now  53,  but  still  swinging,  he  has  kn 
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-  1  yboy  founder  and  70% -stockholder 
gh  M.  Hefner  since  1954.  Legend  has 
hat  Hefner  fashioned  the  image  of 
yboy  man  after  Lownes'  own  lifestyle, 
his  26  years  with  Playboy,  18  have 
n  in  England  where  he  has  the  obliga- 
/  Rolls-Royce  and  a  Hertfordshire 
ntry  mansion  called  "Stocks."  There 
-  indulges  himself  and  about  everyone 
in  London  society  who  will  come, 
h  lavish  parties. 

ut  overconfidence  led  Lownes  to 
e   two   errors   that   in  retrospect 
;ht  prove  devastating  to  Playboy. 
it,  he  was  instrumental  in  bringing 
/n  the  casino  empire  of  Cyril  Stein's 
1  billion  (sales)  Ladbroke  hotel  and 
:ing  group.  As  the  story  goes,  not 
'^fy  did  Playboy  supply  information  to 
police  about  Ladbroke's  illegal  ac- 
ties— for  example,  spending  over  $1 
:It"f  lion  soliciting  business — but  Lownes 
joined  in  objecting  to  renewal  of 
J  ).n's  casino  licenses  for  the  Hertford, 
Hyde  Park  Casino  and  the  Lad- 
Extet  ke  Club.  Ladbroke  lost  all  of  them, 
m  that  moment  on,  Ladbroke  began 
wi  ung  up  and  supplying  information 


about  Playboy  to  the  authorities. 

But  perhaps  Lownes'  biggest  blunder 
was  buying  the  Victoria  Sporting  Club. 
Under  previous  owner  Cyril  Levane's 
Norwich  Enterprises,  the  Edgware  Road 
premises  of  the  VSC  were  raided  by  200 
police  in  December  1978.  They  uncov- 
ered evidence  of  massive  skimming  in- 
volving at  least  $4  million  from  the  black- 
jack tables  alone.  Naturally,  Levane  had 
to  sell  out  and,  in  August  1979,  Lownes 
paid  $13  million  for  the  VSC,  two  provin- 
cial casinos  and  around  60  betting  shops 
owned  by  Norwich  Enterprises.  Trouble 
was,  the  police  and  the  Gaming  Board 
oppose  transfer  of  gaming  licenses.  They 
object  to  unacceptable  people  like  Levane 
profiting  from  being  able  to  sell  a  casino 
as  a  going  concern.  Lownes  challenged 
this  in  court,  claiming  that  since  he  was  a 
"fit  and  proper  person"  to  run  his  own 
casinos,  he  should  retain  the  VSC  license. 
He  won  his  point.  Lownes  wired  Hefner 
at  his  Beverly  Hills  mansion:  "Victoria, 
victorious,  value  verified,  vision  vindicat- 
ed, verily,  Victor." 

But  it  was  because  of  this  action  that 
disillusionment  with  Playboy  set  in  at 


the  Gaming  Board.  Lownes  discovered 
that  people  in  glass  houses  should  not 
throw  stones. 

Will  removing  Victor  and  his  deputy 
from  the  gaming  operation  save  the  Play- 
boy licenses?  Obviously  Derick  Daniels 
hopes  so.  But  the  odds  are  against  him. 
Look  at  Ladbroke.  It,  too,  argued  that  its 
licenses  should  be  restored  because  its 
casinos  were  no  longer  run  by  those  who 
allowed  the  breaches  of  the  Gaming  Act. 
Ladbroke  lost  that  argument. 

Of  course,  Lownes  is  insistent  that  he 
should  not  have  been  sacked.  "I  think 
they've  done  a  very  stupid  and  bizarre 
thing,"  he  says.  "With  my  reputation  for 
walking  the  straight  and  narrow  at  all 
times,  I  know  that  I  would  have  brought 
the  company  through." 

Nor  does  Lownes  have  a  high  opinion 
of  his  replacements  or  of  Daniels,  the  52- 
year-old  former  vice  president  of  Knight- 
Ridder  Newspapers  who  joined  Playboy 
in  1976.  "They're  a  bunch  of  rumdums," 
says  Lownes,  sounding  tired  and  emo- 
tional. "We  will  sort  this  out,"  says  Der- 
ick Daniels.  "But  it  will  take  time."  And 
time  is  not  on  Playboy's  side.  ■ 


More  London  connections 
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layboy  Inc.'s  London  casinos  are  not  the  only  oper- 
ations feeling  official  heat  in  Britain  lately.  Amuse- 
ent  arcades,  too,  have  come  under  scrutiny.  That  might 
em  small-time  stuff.  But  with  the  arrest  in  late  March  of 
ti'pi;  me  Martin  Bromley,  ne  Martin  Jerome  Bromberg,  a  61- 
*  -  rear-old  native  New  Yorker  with  ties  to  pinball  and  video 
li  |;ame  interests  in  Chicago,  the  implications  are  far  from 
T  Imall  and  they  reach  across  the  Atlantic, 
in*'  5  Bromley  and  five  other  men  who  controfnumerous  lucra- 
in;  ive  arcades  in  London  were  ar- 
j'.  lested  in  a  raid  on  their  busi- 
er, desses  and  homes  by  100  Brit- 
ouc-  ish  customs  officers  on  Mar.  25. 
liiit   romley  and  a  key  associate, 
pit  uchard  Davant  Stewart,  were 
m. '  pprehended  at  Heathrow  Air- 
.    iort  en  route  for  Zurich.  To- 
.ether    they    were  carrying 
v  p:  1147,000  cash.  After  the  arrests, 
'v;:  ;>n  tax-evasion  charges,  customs 
j  p-  'fficers  took  over  the  running  of 
iheir  London  arcades.  There  are 
j:  indications  that  slot  machine 
H  jake  may  have  been  underre- 
(  orted  on  a  scale  reaching  mil- 
10ns  of  pounds  per  year.  Brom- 
_'y  and  friends'  bail  was  set  at 
early  £1  million. 
Bromley,  as  it  happens,  also 
;.  controls  half  the  voting  stock  of  little  Stern  Electronics,  a 
n    :>ur-year-old  Chicago  concern  that  is  the  fastest-growing 
inball  and  video  game  manufacturer  in  the  U.S.  Last  year  it 
ade  $3  million  profit  on  sales  of  $38  million.  This  year  it 
pects  sales  of  $100  million  on  which  it  could  earn  $10 
illion. 

It  is  tempting  to  believe  that  Gary  Stern,  35,  a  Chicago 
wyer  and  entrepreneur.,  has  built  Stern  Electronics  into  a 
1 00  million  business  by  hard  work  and  kno whow.  After  all,  it 


Martin  Bromley 

The  implications  are  far from  small. 


was  Stern  who,  a  few  months  after  leaving  Seeburg  Corp.  in 
1976,  spotted  bankrupt  coin-machine  manufacturer  Chicago 
Dynamic  Industries  (CDI),  seeing  "somebody  else's  misfor- 
tune as  our  fortune."  In  anybody  else's  eyes,  CDI  was 
worthless.  It  had  an  ancient  factory  on  Chicago's  North  Side, 
outdated  pinball  machines  for  inventory  and  was  $2.7  million 
in  debt.  With  a  $2.7  million  loan  from  the  Drovers  Bank  plus 
another  $500,000  in  working  capital — 40%  from  the  Stern 
family,  30%  from  Chicago  friends  and  the  final  30%  from  a 

group  headed  by  a  Stern  family 
friend  named  Martin  Bromley — 
Stern  bought  CDI.  The  very  first 
game  Stern  Electronics 
launched,  called  "Pinball, "  was  a 
runaway  success.  In  three 
months  Stern  sold2,300  games  at 
$1,200  each.  Sam  Stern,  Gary's 
father  and  a  50-year  veteran  of 
the  pinball  industry,  made  the 
initial  sales  calls  to  wholesale 
distributors,  many  of  whom  had 
known  him  for  years.  After  one 
year  in  business,  Stern  Electron- 
ics' sales  were  $4.8  million, 
which  included  $650,000  for  the 
dated  CDI  pinball  inventory 
bought  by  distributors  at  Sam's 
prodding. 

With  hindsight  Stern  wishes 
he'd  gotten  his  backing  another  way.  After  all,  Bromley's 
arrest  in  March  is  not  the  first  time  he  has  had  problems. 
Bromley's  international  coin-machine  firm,  Sega  (for  Ser- 
vice Games),  since  sold  to  Gulf  &  Western,  allegedly  had 
some  difficulties  when  operating  slot  machines  in  U.S. 
armed  forces  bases  overseas.  As  for  Stern,  he's  determined 
to  protect  what  he's  got.  Says  Stern:  "Now,  if  it's  necessary 
for  me  personally  to  buy  Bromley  out,  I'll  do  it,  come  hell  or 
high  water." — MB. 
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Caterpillar  is  a  hot  stock  again.  But  that 
doesn't  overly  excite  Chairman  Lee  Morgan. 
He  would  just  as  soon  take  time  out  to  hear 
criticism  from  a  retired  employee. 

Playing  Peoria— 
to  perfection 


By  Paul  Gibson 
with  Barbara  Rudolph 


Lee  Morgan,  chairman  of  Caterpil- 
lar Tractor,  has  had  an  unexpected 
interruption  in  his  tight  schedule. 
Never  mind  afternoon  flights  from 
Peoria  to  New  York  and  back.  A  retired 
employee,  who  years  ago  walked  to  work 
with  Morgan,  wants  a  word  with  the 
company's  boss.  Ushered  directly  into 
Morgan's  cavernous  office,  the  visitor 
explains  his  problem. 
His  son  is  a  Caterpillar  employee  who 


hauls  parts  between  two  local  plants.  A 
new  supervisor  has  raised  his  daily  trip 
quota  from  six  to  seven.  The  only  way  to 
meet  this  new  schedule  is  to  exceed  the 
speed  limit  and  risk  an  accident.  As  the 
old  man  voices  his  concern  both  for  his 
son's  safety  and  for  Caterpillar's  reputa- 
tion, Morgan  promises  to  investigate. 
Both  men  know  he  will  keep  his  word. 

That's  Caterpillar  in  a  nutshell.  A  mar- 
ket leader  with  revenues  that  will  ap- 
proach $9.5  billion  this  year,  it  balances 
carefully  its  concern  about  productivity 
with  a  sensitivity  for  employee  morale 


and  corporate  reputation.  Old-fashii 
and  out  of  style,  perhaps,  but  the  I 
pany  genuinely  believes  in  inteal 
open  doors  and  small-town  loyalty, 
an  inbred,  promote-from-within  or] 
zation  where  executives  and  woj 
alike  often  walked  to  their  first  jobs  j 
one  of  the  many  small  farming  conj| 
nities  that  surround  Peoria.  They 
climb  the  ladder  by  keeping  their  1 1 
clean  and  working  hard — almost  nqf 
leaves.  Last  year,  for  example,  marl 
ment  easily  transferred  20,000  pe<[ 
almost  a  quarter  of  the  work  forct 
help  adjust  to  the  recession.  A  rerej 
able  accomplishment,  especially  becj 
Caterpillar's  hourly  workers  belon| 
the  United  Auto  Workers  union. 

Recently,   however,  Caterpillar 
generated  some  uncharacteristic  zil 
Wall  Street.  Since  mid-winter  its  si 
price  has  increased  by  nearly  25*^1 
69V2,  a  new  high.  That's  a  $1.2  bil 
gain  in  market  value,  an  incredibl[ 
crease  considering  that  at  year-end 
already  ranked  35th  on  the  Forbes 
(see  p.  246).  Much  of  the  gain  camj 
cause  of  strong  earnings  in  the  final  «| 
ter  of  1980  and  in  the  first  quarter  oil 
year.  For  the  three  months  endirl 
March    Caterpillar   posted    profit  I 
$142.4  million — no  record  but  bl 
than  many  analysts'  estimates. 

Investors,  of  course,  are  excitecl 
cause  CAT  seems  to  be  climbing  o 


Caterpillar  Tractor  Co.  Chairman  Lee  Morgan 
Building  huge  earth-moving  machines  involves  a  lengthy  product  planning  cycle.  But  Caterpillar  achieves  its  rent 
able  growth  because  it  refuses  to  yield  to  short-term  economic  swings. 
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THE  BEST  WARRANTY  JAGUAR  EVER  OFFERED. 


Jhe  concept  of  excellence  is  nothing 
Hew  to  Jaguar.  And  because  this 
l&e|eries  III  Jaguar  is  the  finest-and  the 
Iqsr. jtrongest  we  have  ever  built,  Jaguar 
likes  extended  its  basic  1 2  month  limited 
fti|arranty  on  1 981  models  to  cover  the  pow- 
feiif  train  for  a  full  two  years  or  50,000 
iw  Eiiles,  whichever  comes  first.  This  is 
(BSD  in  uncommon  warranty.  But  then,  the 
IMeries  III  is  an  uncommon  motorcar, 
f  Here  is  a  car  that  is  inspected  con- 
nuously  during  its  assembly.  Once 
^assembled,  each  Jaguar  is  then  indi- 
dually  road  tested  and  any  faults 
i(s  Drrected.  It  is  then  road  tested  again 
efore  being  certified  acceptable  for 
ale.  Yet  no  description  of  Jaguar's 
v«  fuality  control  system  can  possibly 


convey  the  sheer  excellence  of  the 
Jaguar  in  motion. 

The  Series  III  provides  both  perfor- 
mance and  comfort.  Its  engine  is  the 
electronically  fuel  injected  Jaguar  dou- 
ble overhead  cam  six.  Four  wheel  in- 
dependent suspension,  power  rack 
and  pinion  steering,  alloy  wheels  and 
four  wheel  power  disc  brakes  make  the 
handling  astonishingly  precise. 

Inside,  the  Series  III  presents  a 
depth  of  luxury  that  pampers  its  driver 
and  passengers.  There  is  rare  wood, 
rich  leather,  fine  carpeting  and  a  deep 
silence  in  motion.  Automatic  heating 


and  air  conditioning  maintain  your  pre 
ferred  temperature  continuously,  re 
gardless  of  the  weather  outside.  There 
is  a  power  sunroof,  power  door  locks 
and  windows.  The  car  is  also  fitted  with 
an  AM/FM  radio  with  signal  seeking 
tuner  and  cassette  player  and  cruise 
control  to  add  to  your  comfort  on  long 
trips.  All  standard. 

If  you  are  considering  a  fine  luxury 
car  this  year,  make  a  point  of  driving 
this  best  of  all  Jaguars.  For  the  name  of 
your  nearest  dealer  where  you  can  ob 
tain  full  warranty  details  and  a  test 
drive,  call  these  numbers  toll-free 
(800)  447-4700,  or,  in  Illinois,  (800) 
322-4400. 

©  Jaguar  Rover  Triumph  Inc.  Leonia,  N.J.  07605 


CAT's  deep  tracks 


Caterpillar  has  plenty  of  rivals  in  each  of  its  five  major  every  market  it  enters.  And  no  one  can  match  CAT 
business  segments.  But  CAT  comes  out  on  top  in  almost     model  for  model  across  the  whole  product  spectrum. 


*  Percentages  indicate  share  of  market;  excluding  diesel  engines. 

Source:  Wertheim  et>  Co.,  Inc. 


the  recession  surprisingly  fast.  "We'll  be 
ramping  up  in  the  latter  part  of  this  year 
for  a  much-improved  1982,"  Morgan  ad- 
mits. But  he's  not  the  kind  of  man  who 
worries  much  about  the  short  term.  Con- 
sider the  way  Caterpillar  handles  startup 
costs.  Resolutely,  it  refuses  to  pass  along 
expenses  associated  with  new  plants  in 
the  form  of  higher  selling  prices.  That 
would  make  life  too  comfortable  for  the 
competition.  No  matter  that  it  crimps 
earnings  this  quarter  or  that. 

In  recent  years  CAT  has  spent  vast 
sums  for  new  plants  and  machines — over 
$2.9  billion  since  1975.  Now  the  com- 
pany has  more  capacity  than  it  needs.  As 
much  as  one-third  stands  idle.  Predict- 
ably, profits  have  been  hurt.  CAT  made  8 
cents  on  the  sales  dollar  in  the  mid- 
Seventies;  now  it  gets  barely  6V2  cents. 

Ahead,  as  business  improves  and  over- 
capacity shrinks,  those  margins  will  rise. 
Analysts,  in  fact,  project  an  accompany- 
ing reduction  in  capital  outlays  that  will 
give  earnings  a  double  boost.  But  Morgan 
peers  owlishly  through  his  glasses  and 
demurs.  It  isn't  that  he  doubts  profits 
will  improve.  Just  that  he  knows  expan- 
sion must  continue.  Between  now  and 
1986,  Caterpillar  plans  to  invest  almost 
$5  billion  on  more  new  plants. 

Suggest  to  Morgan,  a  35-year  veteran 
who  climbed  via  sales,  that  his  stock- 
holders might  be  happier  if  CAT  pam- 


pered profits  by  slowing  expansion,  and 
he  almost  recoils  in  horror.  The  biggest 
sin  in  Peoria  is  for  a  plant  to  be  unable  to 
meet  an  order  and  place  customers  on 
allocation.  In  Morgan's  book  scarcities 
are  more  to  be  avoided  than  the  ineffi- 
ciencies inherent  in  any  crash  spending 
program.  Scrambling  for  materials  and 
work  hours,  says  Morgan,  results  only  in 
lower  quality  standards  and  higher  costs. 

Instead,  Caterpillar  patiently  adds 
plants.  Its  aim  is  always  to  have  slightly 
more  than  enough  capacity  to  meet  de- 
mand peaks.  Better  to  shave  margins  at 
times  like  the  present  when  demand  is 
soft  than  to  risk  losing  customers  be- 
cause shipments  are  late  or  because  its 
products  are  poorly  made.  Morgan  has 
Caterpillar  running  to  a  strategic  plan 
that  will  soon  be  updated  to  1995.  Its 
basic  aim:  CAT  must  keep  growing  at 
6%  annually  in  real  terms,  as  it  has  done 
for  the  past  30  years. 

Clearly  this  is  no  easy  task.  Few  of  the 
140-odd  countries  where  CAT  does  busi- 
ness can  expect  their  economies  to  ex- 
pand that  rapidly.  Moreover,  growth  in- 
evitably gets  tougher  as  you  get  bigger,- 
Caterpillar  already  holds  58%  of  the  U.S. 
market  for  construction  equipment. 
Worse,  the  interstate  highway  system  is 
largely  in  place. 

Mention  that  to  Morgan  and  he  gives  a 
thin  smile.  Nowadays,  Caterpillar  gets 


only  about  15%  of  its  domestic 
from  highway  construction  jobs 
more  orders  come  from  building 
chines  to  lay  pipelines,  to  exc 
mines  and  to  build  sewers.  "One  n 
we've  had  such  little  pain  and  sti 
says  Morgan,  "is  because  all  we  had 
was  change  the  marketing  emphasi 

What  Morgan  means  is  that  Cat! 
lar  has  considerable  control  over  its 
destiny.  By  ingeniously  mixing  cq 
nents,  for  example,  it  expanded 
scrapers  and  loaders  to  hydraulic  ex 
tors.  By  constant  adaptation,  its 
neers  created  some  120  different 
chines  serving  almost  as  many  mai 
Product  diversity  is  just  as  import; 
geographic  diversity. 

Its  diesel  engines,  for  example, 
limited  to  earth-moving  vehicles, 
power  boats  and  on-highway  truck 
are  even  used  as  backup  generato 
hospitals  and  power  plants.  Since 
engine  sales  to  outside  customers  a' 
doubled,  to  $1.4  billion.  CAT  n<j 
breathing  down  the  necks  of  both  1 
mins  and  General  Motors'  Detroit  I 
and  is  the  nation's  largest  proc 
counting  units  going  into  its  own 
cles.  Diesels  now  amount  to  25%  0 
company's  total  business.  To  ac 
Caterpillar's  overall  growth  target, 
gan  must  crank  engine  sales  even  h 
however,  moving  out  of  the  mi 
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BUGS,  BURPS, 

GLITCHES,  AND  OTHER 
COMPUTER  DEM 


No  machine  is  perfect. 

Not  even  ours. 

Because  no  matter 
how  much  quality  we 
build  into  our  computers, 
sometimes  they  need  service. 

That's  why  IBM's 
computer  service  represen- 
tatives are  on  call  24  hours  a 
day,  365  days  a  year. 

They  are  trained  to  solve 
almost  any  problem  on  the 
spot.  But  if  something  baffles  them, 


they  have  the  total  resources  of  IBM  to  call  on. 

For  instance,  there's  a  powerful  "computer-in-a-briefcase"  to  help 
diagnose  why  a  computer  'burps'  out  the  wrong  information. 

To  eliminate  a  'glitch,'  they  can  call  the  IBM  support  center,  where 
computer  specialists  are  on  duty  around  the  clock. 

In  other  cases,  they  may  plug  into  IBM's  retain  system,  a  data  base 
where  thousands  of  solutions  to  all  sorts  of  'bugs'  are  stored. 

Meanwhile,  back  at  the  drawing  board,  IBM  service  people  work 
together  with  IBM  engineers  to  help  design  quality  products  that  are  not  only 
"easier  to  service  but  also  need  less  service. 

Because,  building  machines  that  need  less  service  is  still 
one  of  the  best  ways  to  give  you  better  service. 


ia; 


President  Joseph  Fabick  (right)  oj  John  Fabick  Tractor  Co. 

A  distribution  network  that's  unmatched  for  speed  and  efficiency. 


range  that  CAT  dominates  into  larger 
and  smaller  units.  Also,  with  an  eye  on 
offshore  oil  rigs,  CAT  must  expand  fur- 
ther into  gas  turbine  engines,  perhaps 
even  buying  International  Harvester's 
Solar  division,  which  is  on  the  block. 

Other  new  product  possibilities:  pow- 
er shovels,  cranes,  concrete  pavers,  on- 


highway  trucks — expect  a  bid  from  CAT 
if  cash-strapped  Ford  sells  its  truck  divi- 
sion— and  big-wheeled  tractors.  Caterpil- 
lar already  has  some  prototypes  on  test  at 
its  Arizona  proving  grounds  and  clearly 
wants  to  break  into  this  end  of  farm 
machinery,  where  Deere  is  dominant. 
Call  it  the  happy  coincidence  of  long- 


range  planning,  if  you  will.  But  CAT 
to  be  moving  into  newer  markets 
products  more  aggressively  just  wh«  3 
competitors  are  in  disarray  or  beat 
retreat.  WABCO,  its  neighbor  on  th< 
nois  River,  has  quit  making  motor 
ers  and  scrapers.  Both  Massey-Ferj 
and  General  Motors  have  sold  their 
struction  equipment  offshoots  to  a 
German  entrepreneur.  And  rumors) 
tinue  to  circulate  that  beleaguered  1 
national  Han/ester  will  also  bow  oj 
concentrate  on  farm  machines. 

Meanwhile  CAT's  hold  on  its  ma 
only  gets  stronger.  Look  at  it  this 
Caterpillar's  foreign  sales  alone  arei 
more  than  the  combined  total  sal 
Japan's  Komatsu  and  Tenneco's  J.I. 
its  closest  rivals.  While  in  the  U 
construction  equipment,  CAT  oui 
all  of  the  next  eigbt  firms  combine 
1985,  according  to  Merrill  Lynch's  . 
ander  Blanton,  CAT  could  have  $1! 
lion  in  sales  and  be  earning  over  2 
share,  up  from  $5.50  or  so  this  year. 

What  makes  Caterpillar  even  mor 
midable  is  that  it  is  really  two  comp2 
There's  the  Peona-based,  glob*  gir 
operation  that  makes  and  distribute 
yellow  machines.  Then  there's  the  eq 
important  sales  and  service  nen 
Worldwide,  there  are  230  indepei 
Caterpillar  dealers.  Among  them  the 
ploy  some  90,000  salesmen  and  met 
ics,  gross  about  $14  billion  annujll 
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Flyour48-seo 


It's  almost  like  a  whole  plane 
to  yourself. 

Philippine  Airlines' Executive 
Class.  Where  you  have  a  section 
all  to  yourself  in  front  of  Economy 
and  just  behind  First  Class. 

You  have  your  choice  of  48 
reclining  easy  chairs.  And  with 
direct,  3  times  weekly  Los 
Angeles  service  added  to  our 


nightly  direct  service  from  San 
Francisco  —  you  have  a  choice  of 
ten  74? "s  a  week  to  Manila  on 
our  Executive  Class. 

It's  more  like  an 
executive  club  than 
an  airline  cabin.      •  — -  • 
Your  drinks 
are  gratis^ 


You  have  First  Class  headse 
to  enjoy  the  last  word  in  airl\ 
theatre/music  systems. 
You'll  have  a  choice  of 


ip pine  Ait 
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Asia's  first  airline 
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a  combined  net  worth  that  probably 
ds  Caterpillar's  own  $3.4  billion, 
w  do  you  become  a  CAT  dealer? 
in  line  and  bring  plenty  of  money 
tt  \  standard  reply.  The  average  tenure 
years,  and  since  many  U.S.  dealer- 
pass  from  father  to  son,  only  a 
e  or  so  come  onto  the  market  each 
To  qualify,  a  new  dealer  needs  $15 
in  •  on  in  unencumbered  equity  and  a 
ned  business  record.  The  average 
|r  grosses  $60  million,  but  some  do 
id  $230  million  annually.  In  the  U.S. 
]  New  York's  Syracuse  Supply  Co.  is 
i|cly  traded.  General  Electric  owns 
dealerships  in  Colombia  and  Ven- 
a,  while  Unilever  operates  several 
rica.  In  Yugoslavia,  a  workers'  coun- 
ilds  the  franchise.  In  one  of  commu- 
s  curious  anomalies,  it  can  make 
nhmjjs  but  not  keep  inventories. 

ATs    are    wealth-producing  ma- 
is  and  our  job  is  to  make  sure  they 
an  line  and  keep  working."  That's 
dent  Joseph  Fabick  of  St.  Louis' 
„  Fabick  Tractor  Co.  His  franchise 
onJ    some  73  Missouri  and  Illinois 
ies  and  has  been  in  the  family  over 
i  s.  Sales  are  close  to  $200  million. 


:eeps  two  helicopters,  a  ten-seat 
jet  plane,  two  luxury  coaches  and 
100  radio-dispatched  service  vehi- 
onstantly  patrolling  his  turf, 
ick's  specialty  is  pipe-laying  gear, 
of  which  he  buys  from  Caterpillar 


and  custom  builds  to  suit  a  customer's 
needs.  His  computer  keeps  an  updated 
list  of  equipment  in  use  in  his  service 
territory.  In  turn,  it  is  linked  with  every 
other  CAT  dealer  and  with  Caterpillar's 
distribution  center  in  Peoria.  One  result: 
Caterpillar  and  its  dealers  meet  97%  of 
their  emergency  parts  orders  within  24 
hours  and  do  not  charge  customers  for 
some  orders  that  take  longer  than  48 
hours  to  ship.  Lee  Morgan  calls  this  "the 
most  responsive  distribution  system  of 
its  kind  in  the  world." 


"I  saw  my  competitors  cutting 
back  and  said  to  hell  with 
that,"  says  Fabick,  who  boost- 
ed his  sales  force  by  20%  dur- 
ing the  current  recession. 


Despite  such  lavish  capabilities,  Cater- 
pillar is  conservatively  financed.  It  has 
only  27  cents  of  long-term  debt  for  each 
$1  of  equity,  and  the  Peoria  corporation 
would  have  been  hard  pressed  to  grow  so 
fast  without  its  independent  dealers. 
They  sometimes  find  it  easier  even  than 
Caterpillar  to  raise  new  funds.  "I  saw  my 
competitors  cutting  back  and  said  to  hell 
with  that,"  says  Fabick,  who  boosted  his 
sales  force  by  20%  during  the  current 
recession.  In  contrast,  some  competi- 
tors, particularly  the  less  well-heeled, 


have  been  shutting  their  doors  as  busi- 
ness falls  off.  All  told,  CAT  dealers  spent 
nearly  $200  million  last  year  to  expand. 

Troubles?  Even  Caterpillar  has  its 
share.  To  fund  those  new  plants,  Morgan 
must  soon  offer  $300  million  in  deben- 
tures, after  failing  to  borrow  in  1980 
when  interest  rates  spurted.  He  must 
strain  the  loyalty  of  his  UAW  workers  to 
the  limit  by  insisting  on  more  automa- 
tion— only  35  robots  so  far  installed. 
Abroad,  Morgan  worries  about  tariff  bar- 
riers, particularly  as  the  dollar  strength- 
ens. Even  though  over  half  of  CAT's 
business  comes  from  overseas,  only  a 
fifth  of  its  machines  are  built  there. 

Then  there's  the  question  of  selling 
to  the  Soviet  Union.  The  Russians 
want  an  estimated  $800  million  worth 
of  CAT  equipment  to  build  a  natural 
gas  pipeline  to  Western  Europe,  and 
Washington  must  approve  the  deal.  If 
Morgan  doesn't  bag  that  order,  the  Jap- 
anese probably  will. 

Fortunately,  however,  CAT  has  such 
broad  diversity — in  terms  of  products 
and  geography — that  none  of  these  chal- 
lenges is  a  fundamental  threat.  Caterpil- 
lar earned  enviable  status  through  a  sim- 
ple, straightforward  strategy  of  ignoring 
short-term  swings  and  catching  long- 
term  moves.  For  the  moment,  that's  a 
winning  combination  on  Wall  Street.  But 
Lee  Morgan  takes  it  all  in  stride.  He 
would  rather  play  Peoria.  ■ 


five  Jet 


superb  Continental  entrees  or 
classic  Philippine  delicacies. 
Even  your  baggage  is  loaded  first 
and  unloaded  first  —just  like 
you're  a  First  Class  passenger. 

The  way  we  look  at  it,  even 
though  you're  flying  on  business, 
it  should  be  a  pleasure  trip  too. 


So  next  time  you've  got 
business  in  Manila  and  the  close- 
by  Orient,  tell  your  travel  agent, 
secretary  or  Corporate  travel 
department  you're  taking  the 
Executive  Jet.  And  let  them 
book  you  Philippine  Airlines' 
Executive  Class. 


ecutive  Class 

ibalu    Kuala  Lumpur    London    Los  Angeles    Manila    Melbourne    Peking    Port  Moresby    Rome    San  Francisco    Singapore    Sydney    Taipei  Tokyo 
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The  Lp-And-Comers 


fling  insurance  only  to  people  who  don't 
we  many  accidents  may  be  a  simple  idea. 
It  Lou  Foster  of  20th  Century  Insurance  has 
tide  a  bundle  at  it. 


Skimming 
the  cream 


By  John  Merwin 


I    VERYBODY   KNOWS   HOW   BAD  the 

auto  insurance  business  is  these 
I  days.  You've  heard  all  the  groan- 
labout  skyrocketing  auto  repair  costs 
■  soaring  medical  bills.  In  1979,  for 
lance,  auto  insurance  companies  on 
lage  paid  out  $1.01  in  expenses  and 
wns  for  every  $1  of  premiums  taken 
UThe  only  reason  most  auto  insurers 
led  a  profit  is  that  they  earned  invest- 
It  income  on  those  premium  dol- 
1  before  paying  them  back  out  to 
|r  claims. 

Sard  times  may  be  plaguing  the  in- 
Jlry,  but  not  a  small  California  auto 
Irer  named  20th  Century  Insurance 
Iln  1979  and  again  last  year,  20th 
jjtury's  expenses  and  claims  ate  up 
||  91  cents  of  every  premium  dollar 
Jling  in,  or  10  cents  less  than  the 
((petition.  That  extra  dime  may  not 
lid  like  much  of  an  edge,  but  when 
lire  earning  $72  million  in  premi- 
II,  it  works  out  to  an  extra  $7.2 
ion  pretax.  Then  throw  in  $5  mil- 
||  of  pretax  investment  income  and 
|[e  talking  about  some  eye-popping 
ijings. 

ljusting  for  an  Apr.  27  split,  20th 
'itury's  1980  earnings  reached  $3.15 

uhare,  in  what  was  supposed  to  be 
ipits  of  a  property-casualty  insur- 
|f  cycle.  That's  up  32%  from  1979, 
I  from  the  year  before  and — fasten 
tl  seat  belt — up  a  stunning  840% 
3|l975's  earnings. 

Dfiat's  behind  this  auto  anomaly?  A 
<  [ear-old  supersalesman  named  Lou 
lifer,  a  onetime  Detroit  door-to-door 
'  Iker  of  appliances,  who  later  spent 
lears  becoming  a  remarkably  suc- 
:ul  independent  insurance  agent. 
i|;r  learned  a  lot  in  those  years.  Per- 
il what  he  learned  best  is  that  auto 
ranee  agents  aren't  really  neces- 
•  "People  would  say  to  me,  'Gee, 


Lou,  you're  doing  a  great  job  for  me,'  " 
Foster  recalls  from  his  new  Los  Angeles 
high-rise  office.  "I'd  tell  my  wife,  'Hon- 
ey, I  haven't  done  a  damn  thing  for  them. 
All  I  do  is  call  the  insurance  company 
and  collect  a  15%-to-30%  commission 
off  every  policy.  I  can't  imagine  what  I 
can  do  for  them  that  the  insurance  com- 
pany can't  do  directly.'  " 

So  back  in  1958  Foster  left  his  insur- 
ance agency  and  founded  20th  Century. 
He  was  going  to  sell  auto  insurance  di- 


20th  Century  Chairman  Lou  Foster 
Who  needs  auto  insurance  agents? 


rectly  to  the  public  with  no  pavement- 
pounding  agents  in  between.  Oh,  yes, 
there  was  one  other  thing  Lou  Foster 
learned  along  the  way.  It's  called  skim- 
ming the  cream.  Foster  was  going  to 
concentrate  on  insuring  the  least-risks, 
which  tend  to  be  mature,  stable  people 
driving  conservative  cars.  Couple  that 
with  eliminating  agents  and  Lou  Foster 
had  himself  a  better  mousetrap. 

Of  course,  Lou  Foster  isn't  the  first  guy 
to  think  up  cream-skimming  in  the  in- 
surance business.  It's  just  that  he  skims 
it  thicker.  For  years  GEICO  insured  only 
government  workers,  letting  the  govern- 
ment gather  a  vast  pool  of  stable  pros- 
pects. But  Foster  wove  a  finer  screen  into 
his  sieve.  His  computer  churns  loss  sta- 
tistics constantly  and  outlines  what  sort 
of  auto  owners  suffer  less  theft  or  be- 
come involved  in  fewer  collisions.  That 
means  studying  ages,  driving  records, 
auto  types,  neighborhoods,  marital  sta- 
tus and  so  forth. 

A  call  to  20th  Century  to  inquire  about 
rates  goes  in  part  like  this:  "Are  you 
under  25?  Married?  How  long?  How 
many  cylinders  does  your  car  have? 
What  type  of  transmission?  Any  mental 
or  physical  impairments?  Ever  been  de- 
nied insurance?"  Answer  a  couple  of 
questions  wrong,  as  half  of  the  callers  do, 
and  20th  Century  won't  even  send  out  an 
application.  Of  those  that  return  applica- 
tions, another  15%  are  winnowed  out. 
A  caller  may  be  too  young  (under  25) 
or  too  young  to  drive  a  sports  car  (un- 
der 30).  Anybody  driving  a  Corvette 
can  forget  it.  They're  made  to  be  driv- 
en fast.  Porsche  drivers  are  out  of  luck, 
too — Porsches  are  stolen  frequently — 
as  are  other  superexpensive  cars  20th 
won't  insure.  What  Lou  Foster  really 
wants  is  a  married  person  over  30, 
driving  a  Ford  or  Chevy  with  an  auto- 
matic transmission,  living  in  a  nice 
neighborhood  and  going  to  church  on 
Sunday.  "If  you're  like  that,  every  auto 
insurance  company  in  the  country 
ought  to  be  crawling  on  its  knees  to  get 
your  business,"  Foster  says,  rubbing 
his  hands  up  and  down  on  the  sides  of 
his  leather  chair. 

But  Foster  isn't  just  making  a  pile  of 
money  insuring  people  who  are  terrific 
risks.  He's  too  shrewd  for  that.  To  pro- 
tect his  business  he's  also  passing 
along  part  of  the  cream.  A  State  of 
California  1978  consumer  study  re- 
vealed what  20th  Century's  customers 
already  knew,  that  the  company's  rates 
were  generally  far  below  the  competi- 
tion's. In  fact,  in  some  cases  20th  Cen- 
tury's rates  were  less  than  half  of  State 
Farm's. 

With  publicity  like  that,  20th  Cen- 
tury hasn't  even  bothered  to  advertise 
for  years. 

Of  course,  that's  the  ultimate  in  sell- 
ing, having  customers  knock  on  your 
door.  But  long  before  Foster  had  them 
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If  all  the  books  in  the  Library  of  Congress 
were  books,  it  could  take  you 
twelve  miles  to  get  from  A  to  Z. 

infon 


If  the  information  stored  in  the  Library 
of  Congress  were  allowed  to  grow 
ungoverned,  it  would  take  over  the 
Government.  But  thanks  to  microfilm, 
those  records  can  be  shrunk  dramatically, 
and  then  retrieved  in  record  time. 

As  a  pioneer  in  the  microfilm  industry, 
3M  has  been  hearing  about  the  mounting 
problems  of  storing,  filing  and  retrieving 
information  for  years. 


Because  at  3M,  we're  in  the  business  of 
hearing. 

By  listening  to  people's  needs,  we've 
kept  ahead  of  the  information  explosion 
with  new  ideas  and  advances  in  microfilm 
technology  like  the  highly  efficient  3M 
"Micrapoint"  Filing  System. 

In  fact,  3M  has  pioneered  over  700 
products  tor  the  office,  training  and 
business  field  alone. 


If  you  think  you  might  have  an  application 
for  our  technologies  and  products  write 
us  today  for  a  free  3M  Office,  Training  and 
Business  Brochure:  Department  060205/ 
3M,  P.O.  Box  4039,  St.  Paul,  MN  55104. 

Or  better  yet,  let  us  hear  from  you  right 
now.  Call  toll-free:  1-800-323-1718, 

Operator  366,  (Illinois  Residents  call 
1-800-942-8881) 

3M  hears  you... 


3M 


What  started  out  as  a  designer's 
dream  is  now  a  reality. 


Presenting  the  Porsche  924  Weissach,  the  newest  limited  edition  sports  car  from  our 
design  group.  Like  our  engineers,  our  designers  constantly  work  to  refine  our  cars, 
as  each  new  model  is  expected  to  have  a  production  run  of  at  least  ten  years.  Now 
while  most  of  all  of  our  production  is  built  to  customers'  orders,  on  special  occasions 
we  build  a  small  number  of  automobiles  to  our  designer's  exact  specifications.  The 
924  Weissach  reflects  their  most  imaginative  ideas.  This  concept  automobile  features 
platinum  metallic  paint,  wide  tires,  spoked  light-alloy  wheels  and  electric  mirrors. 
And  we  added  a  rear  gravel  deflector,  turbo  spoiler  and  a  removable  top.  Even  the 

Porsche  924 Weissach 
Limited  Edition   -  — 


interior  has  been  restyled  with  special 
carpeting,  air  conditioning,  and  new  trirt 
for  the  seats  and  door  panels.  The  result 
a  unique  924  that  seems  to  be  destined 
to  become  a  collector's  item,  for  only 
400  will  be  built.  Visit  your  dealer  soon, 
and  see  the  924  the  way  our  designers 
first  saw  it  in  their  imaginations  For  you 
nearest  dealer,  call  toll-free:  (800)  447- 

4700.  In  Illinois,  (800)  322-4400. 


fsing  to  his  doorstep  he  was  rapping 
Jieir  doors,  learning  the  art  of  pros- 
ng  and  selling.  It's  his  penchant  for 
peering,  though,  that  led  Foster  to 
fortune,  today  worth  $9  million  in 
Century  stock  alone, 
a  teenager  in  Newberry,  a  town  of 
I  astride  the  upper  peninsula  of 
igan,  Foster  worked  the  only  laun- 
oute  in  town.  He  spent  one  day 
ng  up  laundry  and  loading  it  on  a 
it  train  for  Marquette,  Mich.,  100 
(nei  k  away,  home  of  the  nearest  laundry 
ition.    Several   days   later  Foster 
d  meet  the  return  train,  pick  up  the 
ly  laundered  clothes  and  deliver 
[   receiving  a  25%  commission, 
left  him  plenty  of  free  time.  "I 
:  summers  working  two  days,  while 
iming,  fishing  and  learning  to  play 
'  he  remembers.  "A  guy  working  in 
rugstore  was  averaging  about  $20  a 
for  putting  in  six  days  a  week,  ten 


|  Foster  wants  to  insure  a 
ried  person  over  30,  driv- 
a  Ford  or  Chevy,  living  in 
ice  neighborhood  and  go- 
to church  on  Sunday. 


i  a  day.  I  wasn't  too  popular  with 
of  those  fellows,  but  that's  the  sto- 
icommissions."  It's  also  the  story  of 
iprospecting. 

er  graduating  with  a  political  sci- 
idegree  from  Stanford,  Foster  turned 
I  a  selling  job  with  a  Union  Carbide 
piary,  because  the  personnel  direc- 
|>ld  him  if  he  really  wanted  to  learn 
g,  door-to-door  was  the  best  train- 
That  was  during  the  Depression, 
jobs  like  the  one  at  Union  Carbide 
as  scarce  as  a  nickel  cigar  today, 
lere  was  Foster  out  in  Detroit,  ring- 
oorbells  and  singing  the  praises  of 
erators,  washing  machines  and 
lm  cleaners.  Within  a  year  Foster 
urning  $1,500  a  month  in  commis- 
,  in  part  by  offering  kids  $5  if  they 
need  a  relative  to  buy  an  appliance 
(him.  More  good  prospecting. 
:ed  of  door-to-door  selling,  cold 
per  and  the  grimness  of  Depression- 
h  Detroit,  Foster  pulled  up  stakes 
[rove  back  to  California,  where  he 
lis  own  appliance  shop  for  a  while 
e  entering  the  insurance  business  in 
I  "L.A.  wasn't  Newberry,"  smiles 
p,  "so  I  had  to  figure  out  a  way  to 
psurance  without  driving  all  over 
I"  One  day  Foster  spotted  several 
red  Western  Electric  workers  eating 
1  along  a  railroad  siding  outside  the 
ry.  "I  started  going  down  to  that 
I  every  day  at  noon  and  handing  out 
prds.  There  were  440  people  work- 
l  that  building,  and  four  years  later  1 
jelling  390  of  them  casualty  insur- 
r  Foster  recalls. 


The  Up -And- Cor ners 


Not  only  had  Foster  found  a  host  of 
prospects  in  one  spot,  he  had  also  stum- 
bled onto  an  important  idea,  the  notion 
of  skimming  the  cream.  "Back  then, 
working  for  the  telephone  company  or 
another  utility  was  a  prestigious  job," 
Foster  says,  raising  his  ash-gray  eye- 
brows. "The  utilities  had  their  pick  of 
employees.  They  might  hire  1  guy  out  of 
15."  So  all  Foster  had  to  do  was  work  the 
telephone  company  employment  roster. 

Before  long  Foster  even  had  his  own 
office  in  the  Western  Electric  factory. 
World  War  II  and  the  Navy  interrupted 
his  insurance  career,  but  after  the  war  he 
was  back  in  business  for  himself. 
Through  the  next  few  years  Foster  began 
developing  a  second  important  idea — 
that  auto  insurance  agents  really  aren't 
needed.  Why  not  convince  customers  to 
come  directly  to  the  company?  How? 
Offer  them  a  good  deal  and  they  might. 

In  1958  Foster  took  the  leap,  leaving 
and  later  selling  his  own  insurance  agen- 
cy to  found  20th  Century.  Friends  and 
business  associates  bought  273,000 
shares  of  stock  at  $1  apiece;  Foster  kept 
27,000  shares  for  himself.  Then  he  went 
back  to  his  old  auto-insurance  customers 
and  told  them,  "If  I  could  help  you  as  an 
agent,  just  think  what  I  can  do  for  you  as 
president  of  the  company."  All  but  one  of 
1,300  clients  transferred  the  auto  policy 
part  of  their  casualty  insurance  to  20th 
Century.  Foster's  bait  was  the  same  then 
as  now,  low  rates  for  those  who  deserve 
them.  Slowly  but  surely  Foster's  plan  be- 
gan to  work. 

Technically  Foster  didn't  found  a 
stockholder-owned  insurance  company 
like  Allstate,  or  a  mutual  like  State  Farm, 
but  rather  a  reciprocal,  which  is  like  a 
cooperative.  A  reciprocal  is  a  way  to 
poor-boy  it  into  the  insurance  business. 
While,  in  California,  a  stock  company 
required  $1  million  to  charter,  a  recipro- 
cal could  be  chartered  for  a  mere 
$200,000.  But  there  was  a  disadvantage. 
If  losses  at  a  reciprocal  ran  too  high, 
policyholders  could  be  assessed  beyond 
their  regular  premiums.  (That  never  hap- 
pened at  20th  Century.)  On  the  other 
hand,  reciprocals  had  an  advantage.  They 
didn't  pay  taxes  on  earnings  retained  for 
the  business,  a  clear  edge  for  a  tiny  com- 
pany. Nevertheless,  jumping  into  the 
auto  insurance  business  with  no  name 
identification  and  limited  finances  was 
slow  go.  It  took  20th  Century  ten  years 
to  reach  $1  million  in  sales.  Then  the 
momentum  began  to  build.  Last  year 
alone  the  sales  gain  was  $14  million. 

By  1968  20th  Century  had  grown  large 
enough  to  abandon  its  reciprocal  status. 
Foster  converted  it  into  a  stock  company 
by  issuing  shares  to  his  policyholders. 
That  proved  to  be  the  turning  point.  Fos- 
ter called  the  Los  Angeles  Times  to  say 


that  in  effect  he  was  handing  profits 
back  to  his  policyholders,  in  the  form  of 
stock.  The  paper  wrote  a  story  that  gave 
20th  Century  its  first  wide  recognition. 
Foster's  phone  started  ringing  off  the 
wall.  Ten  years  later  the  Times  did  it 
again  by  publishing  the  California  State 
Insurance  Board  study.  To  this  day  Fos- 
ter says  he  has  a  soft  spot  in  his  heart  for 
the  paper. 

After  1968  growth  began  snowballing, 
but  Foster  held  the  reins  tight,  financing 
growth  internally.  Now  that  he  doesn't 
really  need  new  capital,  investment 
bankers  are  pounding  on  his  door,  Foster 
says.  But  he's  not  selling  any  stock. 
"What  would  I  do  with  the  money?"  he 
asks.  Like  other  20th  Century  stock- 
holders, Foster  has  made  out  quite  nice- 
ly. One  share  of  the  original  investor 
stock,  issued  in  1958,  has  rocketed  from 
a  dollar  in  value  to  nine  shares  worth  a 
total  of  nearly  $500.  A  dollar  of  stock 
issued  to  a  policyholder  when  20th  Cen- 
tury converted  to  a  stock  company  in 
1968  is  worth  about  $160  today. 

Is  there  anything  around  that  might 
pop  Foster's  bubble?  What  if  insurance 
giants  like  Allstate,  State  Farm  or  Farm- 
ers turned  heavily  into  "preferred  risk 
policies,"  in  effect  playing  Foster's 
game?  "They've  still  got  to  pay  the 
agents,"  Foster  replies.  And  what  if  they 
drop  agents?  "Impossible,"  claims  Fos- 
ter, "because  the  big  companies  sell 
many  types  of  insurance  and  they  need 
agents  to  represent  the  various  lines.  We 
sell  only  one  product,  private  passenger 
car  insurance." 

With  more  than  250,000  policyholders 
renewing  at  a  phenomenal  rate  of  about 
97%,  far  above  the  industry  norm,  20th 
Century  is  becoming  something  of  a  cash 
machine.  But  Foster  has  no  ambitions 
beyond  operating  out  of  a  single  office  and 
selling  only  to  Californians,  owners  of 
about  11%  of  the  nation's  cars.  "Why 
should  I  want  to  grow  all  over  the  place 
when  we've  barely  scratched  the  surface 
here?"  Foster  asks.  "There  are  billions  in 
auto  insurance  premiums  paid  in  Califor- 
nia alone,  and  I'm  only  selling  $73  million 
worth. "  So  a  would-be  entrepreneur  has  a 
clear  shot  if  he  tries  to  copy  Foster's  idea 
in  any  of  the  other  49  states. 

Lack  of  national  ambition,  however,  is 
not  to  be  mistaken  for  lassitude.  Walking 
around  the  office  in  a  brisk,  military 
fashion,  Foster  concedes  that  "a  lot  of 
people  around  here  don't  like  me  because 
they  think  I'm  an  autocrat.  Well,  maybe  I 
am,"  he  adds,  "because  I've  always  liked 
to  work  like  crazy  and  keep  finding  my- 
self thinking  everybody  else  should  too." 
Rounding  the  corner,  Foster  spies  a  fel- 
low staring  out  the  window  from  his 
desk.  "Now  if  I  were  an  autocrat  today," 
Foster  winks,  "I'd  go  over  there  and  ask 
that  guy  why  he's  staring  out  the  win- 
dow." He  pauses  for  a  moment,  but 
passes  by.  ■ 
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Taxing  Matters 


The  American  Institute  of  Certified  Public  Ac- 
countants has  boldly  advocated  indexing  tax- 
ation. And  boy,  do  they  make  it  sound  good. 


Death  to  bracket 
creep? 


Edited  by  Richard  Greene 

ON  THE  CAMPAIGN  TRAIL,  Ronald 
Reagan  thought  that  the  indexing 
of  taxes  was  a  swell  idea.  Why  not? 
It's  a  simple  concept,  extraordinarily  ap- 
pealing to  middle-class  workers  who  have 
been  robbed  by  bracket  creep.  But  you 
don't  hear  Mr.  Reagan  talking  too  much 
about  indexing  these  days.  That's  no  sur- 
prise either.  When  you're  trying  to  cut 
taxes  30%,  that's  hardly  the  time  to  elimi- 
nate one  of  the  government's  most  effec- 
tive sources  of  additional  income. 

But  although  Mr.  Reagan  has  stopped 
talking  about  indexing,  the  issue  hasn't 
died.  Just  a  few  weeks  ago,  the  American 
Institute  of  Certified  Public  Accountants 


came  out  with  a  statement  explaining 
how  indexing  can — and  should — be  im- 
plemented in  the  U.S.  tax  code.  That  was 
a  follow-up  to  a  prior  policy  statement 
calling  for  indexing  of  taxes. 

When  William  Raby,  a  partner  at 
Touche  Ross  and  chairman  of  the 
AICPA's  federal  tax  division,  talks  about 
it,  it  all  sounds  elementary.  "The  effect 
of  indexing  should  be  to  keep  the  relative 
tax  take  at  a  constant  level.  With  index- 
ing, once  Congress  decides  what  level  of 
the  gross  national  product  should  be  tak- 
en up  in  taxes,  it  will  stay  at  that  level." 

Herbert  Lemer,  chairman  of  the 
AICPA's  tax  policy  subcommittee  and 
a  partner  with  Ernst  &  Whinney,  adds: 
"This  will  force  Congress  to  pick  a 


AICPA  federal  tax  division  chairman  William  Raby 

"There's  an  addiction  to  inflation  at  the  congressional  level. 


particular  level  of  taxation  and  sti 
it — not  allowing  inflation  to  di 
what  taxes  are  paid  in." 

Critics  argue  that  if  you  index  infl 
into  the  tax  system — as  in  Brazil, 
its  80%  inflation  rate,  or  Israel,  wi 
130%  inflation  rate — you  eliminat 
pain,  thereby  cutting  out  govemn 
need  to  combat  this  economic  di; 
"To  the  contrary,"  Raby  replies,  "I1 
that  if  you  really  want  Congress  to 
inflation,  you  need  indexing.  Othe 
there's  no  incentive.  There's  an 
tion  to  inflation  at  the  congressiona 
el  because  Congress  has  the  abihi 
buy  votes  with  its  spending  proa 
and  also  buy  votes  with  tax  cuts,  j 
still  ending  up  with  money  becau 
inflation.  Under  the  current  systen 
government's  income  from  taxes  go 
even  faster  than  inflation." 

Others  hasten  to  add  that  Congn 
not  a  bunch  of  duly  elected  Machi 
lians.  "I  don't  think  the  congressmej 
consciously  trying  to  benefit  from 
tion,"  says  Leon  M.  Nad,  a  partner 
Price  Waterhouse.  "They  have  bend 
from  it,  but  I  think  they're  ready  trj 
long  way  toward  correcting  past  err 

If  indexing  does  become  a  hot  iss 
next  year,  as  some  people  suggest,  tfl 
still  one  major  stumbling  block:  Vt 
index  do  you  tie  taxes  to?  The  AICE) 
a  Fred  Astaire  number  around  the 
tion:  "The  index  used  to  measure 
tion  should  be  readily  accepted.  . 
index  such  as  the  Consumer  Price 
would  generally  meet  these  re 
ments  .  .  .  but  the  CPI  has  been 
cized  for  a  number  of  reasons.  .  .  ."  1 
ever,  "the  public  generally  consideB 
CPI  the  official  government  indican 

"In  conclusion,"  says  the  AICEj 
port,  just  when  you're  yearning  for) 
"we  believe  that  a  single  generallj 
cepted  and  consistently  applied  i 
should  be  used."  Return  to  go  and  d| 
collect  $200. 

There  may  be  a  more  serious  pro 
with  the  AICPA  report  than  this  waj 
on  the  question  of  which  index  shod 
used.  Nowhere  in  their  report  dd 
accountants  say  that  indexing  is  i 
cure  for  inflation.  Says  Price  W 
house's  Nad,  "There's  nothing  vj 
with  indexing  as  such,  if  it's  used 
other  techniques  that  actually  fight  j 
tion.  Indexing  is  fine,  but  it  doesn't) 
with  the  disease.  It  just  gives  relief 
one  of  the  symptoms." 

Beyond  the  tax  cuts 

All  the  tax  news  coming  out  oj 
government  these  days  deals  witlj 
cuts.  What  about  the  non-tacj 
changes  proposed  for  the  tax  code? 

John  E.  Chapoton,  Assistant  Seen 
of  the  Treasurv  for  tax  policy,  prefej 
talk  in  generalities.  "Everyone  seed 
agree  that  we  need  capital  cost  n 
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From  the  prime 
contractor  •• 
to  the  prime 
beneficiary: 


nis.  America. 


Once  again,  America  is 
eadingthe  world  into  space. 

Rockwell  International  is 
Drime  contractor  for  the  Shuttle 
arbiter.  Also,  our  Rocketdyne 
Division  built  the  main  engines.  And 
ve  assist  NASA  in  the  integration  of 
:he  Space  Transportation  System. 
Dur  achievements  in  space  and 
aircraft  development  demonstrate 
he  high  technology  which 
:haracterizes  all  the  businesses  of 
Rockwell  International. 

We  join  America  in  saluting 


NASA,  the  Columbia  crew  — 
John  W.  Young  and  Robert  L.  Crippen 
—  and  the  50,000  people  in  many 
companies  who  worked  with  us  to 
build  America's  Space  Shuttle. 

Congratulations,  America. 
Through  the  Shuttle,  designed  for 
repeated  flights  into  space,  you  have 
built  a  technology  bridge  to  the 
benefits  of  this  vast  new  frontier. 
It  is  a  uniquely  American 
achievement. 

Good  old  American 
"know-how"  is  alive  and  well. 


'1* 


Rockwell 
International 


.where  science  gets  down  to  business 

Automotive  Aerospace 
Electronics  General  Industries 


Treasury  officer  John  E.  Chapoton 
"We  have  to  do  something.  .  .  ." 

ery,"  he  says.  "But  to  me,  we  have  to  do 
something  to  reduce  the  share  of  person- 
al income  taken  in  taxes.  When  you  have 
high  rates,  you  have  more  problems  in 
administering  the  law,  more  resistance, 
more  disgruntlement  among  taxpayers." 

For  specifics  on  what  some  of  the  sig- 
nificant changes  are  likely  to  be,  the  rec- 
ommendations of  Congressman  Dan 
Rostenkowski  (D— 111.),  chairman  of  the 
House  Ways  &  Means  Committee,  are 
an  interesting  guide.  A  few  items  on 
Rostenkowski's  shopping  list: 

•  Easing  the  so-called  marriage  tax, 
which  Congresswoman  Millicent  Fen- 
wiek  (R-N.J.)  called  "absolutely  ridicu- 
lous and  immoral,"  by  bringing  the  tax 
rates  of  married  couples  into  line  with 
what  they  would  be  paying  if  they  were 
not  married. 

•  Allowing  broader  use  of  IRAs,  up- 
ping  the  limit  from  $1,500  to  $2,000.  In 
addition,  there  will  probably  be  a  push  to 
adopt  the  use  of  so-called  LIRAs — not 
foreign  currency,  but  limited  IRAs — 
which  could  be  used  by  individuals  work- 
ing for  firms  that  offer  inadequate  pen- 
sion plans.  This  would  fit  in  with  the 
government's  policy  of  encouraging  cap- 
ital investment 

•  Cutting  the  maximum  tax  rate  on 
unearned  income  from  70%  to  50%. 
This  one  is  a  little  sticky,  because  it 
sounds  like  further  help  for  the 
wealthy— but  remember,  it  came  from  a 
Democrat  who  thinks  there  should  be  no 
distinction  between  earned  and  un- 
earned income. 

•  Giving  special  aid  to  small  business- 
es through  a  series  of  tax  adjustments 
and  productivity  incentives.  Although 


small  business  has  rarely  been  able  to 
organize  itself  into  an  effective  lobby  for 
generating  legislation,  when  helpful  leg- 
islation does  come  along  it  tends  to  be 
very  popular  with  congressmen. 

•  Providing  tax  incentives  for  more 
industrial  research  and  development. 
Politicians  have  been  talking  about  help- 
ing along  R&D  for  years,  but  .the  wide- 
spread fear  of  the  U.S.'  losing  its  com- 
petitive edge,  combined  with  the  current 
tendency  to  give  business  a  break,  would 
seem  to  give  it  an  excellent  chance  now. 

•  Reducing  the  marginal  tax  rates  or 
widening  the  tax  brackets  generally  to 
help  combat  the  effects  of  inflation  and 
social  security  tax  increases.  Rosten- 
kowski stresses  the  need  for  such 
changes,  particularly  for  taxpayers  in  the 
$20,000-to-$50,000  range.  Says  Rosten- 
kowski: "This  segment  of  the  workforce 
makes  up  43%  of  all  taxpayers  and  pays 
50%  of  all  individual  taxes." 

But  Rostenkowski's  list  does  not  ex- 
haust the  proposed  tax  changes.  For  ex- 
ample, the  gift  and  estate  tax  structure  is 
archaic  and  in  need  of  modernization. 
Explains  Leon  M.  Nad,  national  tax  part- 
ner with  Price  Waterhouse,  "The  gift  tax 
gives  you  $3,000  a  year  in  exemptions. 
That's  been  the  law  since  1942.  With 
inflation,  it  should  obviously  have  been 
raised  since  then.  But  what  do  you  think 
it  was  before  1942?  $4,000!"  Nad  chor- 
tles. "And  before  that?  $5,000!" 

The  question  goes  beyond  simply  rais- 
ing the  gift  tax  exemption.  Says  Bernard 
M.  Shapiro,  former  chief  of  staff  of  Con- 
gress' Joint  Committee  on  Taxation  and 
now  Price  Waterhouse's  national  director 
of  tax  policy:  "There  is  sentiment  behind 
softening  the  penalty  of  passing  property 
and  businesses  from  generation  to  gen- 
eration. There's  a  great  deal  of  support  for 
easing  the  tax  burden  on  the  passing  along 
of  family  farms,  for  example." 

Another  issue  that's  going  to  be  hot  in 
the  immediate  future  is  the  question  of 
offering  tuition  tax  credits.  "This  is  a 
very  controversial  one,"  says  Francis  M. 
Gaffney,  national  tax  director  with 
Main  Hurdman  &  Cranstoun.  "If  Rea- 
gan does  cut  the  loan  funding  for  college 
students,  the  tuition  tax  credit  will 
stand  a  good  chance."  Of  course,  this  is 
a  particularly  emotional  issue  since  tu- 
ition tax  credit  for  religious  institutions 
raises  the  old  concern  over  mixing 
church  and  state. 

The  IRS  isn't  likely  to  forget  about  tax 
shelters  in  the  new  Administration,  ei- 
ther. There's  likely  to  be  a  continued 
broadside  attack  on  the  whole  realm  of 
shelters  the  IRS  deems  "unproductive." 
The  IRS  is  willing  to  forego  income  that 
is  shielded  by  shelters,  but  only  if  there's 
some  economic  good  attached  (Forbes, 
Apr.  27). 

Specifically,  there'll  be  fireworks  in 
the  area  of  commodity  tax  straddles, 
according  to  Stuart  Steinmark,  a  partner 


Iaxing  Matters 


with  Seidman  &.  Seidman.  The  que 
of  clamping  down  on  the  use  of 
modity  spreads  to  shelter  incoif 
going  to  come  up  in  the  near  fy 
This,  too,  is  a  sticky  one,  inasmu» 
Donald  Regan,  Secretary  of  the 
sury,  was  heavily  involved  with 
device  in  his  past  incarnation  as  hei 
Merrill  Lynch. 

But  even  if  a  number  of  tax  shekel 
by  the  wayside,  on  balance  the  tax] 
is  likely  to  come  out  ahead.  The  mo 
Congress  and  the  IRS  seems  to  be  to 
making  things  easier  rather  than  tc 
er.  Let's  just  hope  the  mood  sticks 


Trouble  in  the  tropic 

Very  quietly  two  months  ago, 
Ninth  Circuit  Court  of  Appeals  uph 
1978  tax  court  decision  that  has 
reaching  implications  for  how  mull 
tionals  set  up  offshore  insurance  sui 
iaries.  While  it  probably  won't  soun 
death  knell  for  foreign  captives,  the 
sion,  which  shot  down  Carnation 
use  of  a  captive  insurance  compar 
going  to  send  scores  of  other  | 
scrambling  off  to  their  accountants. 

Ten  years  ago  Carnation  set  up  a 
muda  subsidiary  called  Three  FloweE 
surance  Co.  to  reinsure  some  of  its  r 
Carnation  capitalized  this  subsit 
with  a  paltry  $  1 20,000  in  cash  and  bo 
a  $1.95  million  premium  for  a  three 
blanket  property  policy  with  an  unre 
company,  American  Home.  Then  c 
the  tricky  part.  American  Home 
sured  about  90%  of  the  risks — to  the 
of  $1.75  million — with  Three  Flol 
with  the  understanding  that  Carnj 
would  capitalize  Three  Flowers  up  I 
million  if  necessary. 

It  seemed  like  a  great  deal  for  Cj 
tion.  First,  the  company  of  conte 
cows  was  able  to  deduct  all  the  pr 
urns  it  paid  to  American  Home  as  a ' 
ness  expense.  Then  it  turned  arounc 
claimed  the  $1.6  million  that  Amei 
Home  reinsured  with  Three  Flowe: 
foreign-source  income.  Carnation  ac 
ly  collected  the  money  from  Amei 
Home  in  Bermuda.  Says  Ernst  & 
ney  partner  Martin  Linker:  "Cams 
claimed  foreign  tax  credits  against 
U.S.  tax  liability — which  reduced 
overall  tax  burden."  Total  tax  savi 
$800,000,  potentially. 

Carnation  was  trying  to  converl 
mestic  into  foreign  income.  Of  coi 
says  Ernst  &  Whinney  partner  Stej 
Eldridge,  there  are  other  advantage 
captives:  "It  gives  you  a  direct  e 
into  the  reinsurance  market,  1< 
overhead,  and  you  avoid  state  insur 
regulations." 

But  the  tax  court  doesn't  want  am 
to  have  his  cake  and  eat  it,  too.  3 
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We  took  21  seats  out 
to  put  more  comfort  in* 

KLM  gives  the  international  business  traveler 
a  better  Business  Class.  . 


Now  KLM  gives  the  international  business  traveler 
more  comfort  to  more  places  with  more  service.  We're 
adding  the  Dutch  TbuchSM  to  make  a  better 
Business  Class. 

More  comfort 

We  took  21  seats  out  of  every  one  of  our  747-Bs— to 
put  more  legroom  in.  So  you  have  more  room  to 
stretch  out  and  get  comfortable.  Wiggle  your  toes. 
And  cross  your  legs  as  you  cross  the  ocean. 

And  our  better  Business  Class  is  more  than  just  a 
curtain.  It  has  separate  cabins  that  are  really  quiet- 
so  you  can  get  some  work  done.  Or  just  relax. 


to  more  places 


KLM  offers  Business  Class  to  more  places  around  the 
world  than  any  other  airline.  Now  you  can  fly  our  bet- 
ter Business  Class  to  Amsterdam— and  from  there  to 
Kenya,  South  Africa,  the  Middle  East  and  to  most 
destinations  in  the  Far  East. 


with  more  service 


In  our  better  Business  Class,  you'll  not  only  find  more 
room  for  your  legs,  but  more  comforts  for  the  rest  of 
you.  Free  drinks,  free  wine  and  free  earphones  for 
music  or  movies.  And  a  choice  of  special  Business 
Class  meals.  With  your  free  drinks,  you  get  a  Delft- 
design  ceramic  coaster— part  of  a  collection  of  12. 

And  for  extra  comfort,  a  hot  towel  before  your 
meal— and  cozy  slippers  to  slip  into  later. 

from  five  U.S.  cities. 

No  matter  where  you  live  or  do  business,  you're  never 
too  far  from  KLM.  We  fly  all  747s  nonstop  to  Europe 
from  five  major  U.S.  cities:  New  York,  Chicago,  Hous- 
ton, Los  Angeles  and  Atlanta.  + 

So  the  next  time  you  fly  on  inter- 
national business,  fly  KLM,  the  air- 


traveler.  Call  your  Travel  Agent 
or  KLM. 


Royal  Dutch  Airlines 


laxing  Matters 


INVESTMENTS 
IN  BEAUTY 


"Somethingroyal  and  Secretariat" 
Oil  on  canvas,  22"  x  28"  by  Richard  Stone  Reeves. 


THE 

RACING  SCENE 

GALLERY 

DEVOTED  TO  CONTEMPORARY  AND 
19TH  CENTURY  HORSE  RACING  ART 


29  East  61st  Street  •  2nd  floor 
New  York  10021  •  (212)  888-7719 


Announcing 

awhole 
new  concept  in 

executive  lodging. 

Stouffer's"  Cincinnati  Towers 
is  proud  to  announce  the  opening 
of  The  Manager's  Quarters. 

The  Manager's  Quarters.  Two 
floors  of  specially  appointed 
rooms.  Private  library  and  lounge. 
Morning  delivery  of  The  Wall 
Street  Journal  and  The  Cincinnati 
Enquirer.  Shower  Massage  Units. 
Individually  controlled  electric 
blankets.  We'll  even  shine  your 
shoes. 

The  next  time  you're  in 
Cincinnati,  stay  at  Stouffer's  new 
Manager's  Quarters.  We  make  the 
hard  road  to  success  worth  the 
trip. 


Cincinnati 


ruled  that  Carnation  hadn't  really  bn| 
any  insurance  at  all — that  it  had  sij 
shifted  money  around.  The  three  al 
ments  between  the  companies  were! 
terdependent,"  the  court  ruled,  so  Cil 
tion's  premiums  were  merely  a  "cdl 
button  to  the  capital  of  a  subsidi 
You  can't  deduct  as  an  expense  ml 
you  move  from  one  pocket  to  the  otl 
In  arriving  at  this  decision,  thq| 
court  asked  itself:  "What  if  someonal 


If  Carnation  hadn't  been  qu 
so  clever  and  sunk  more  t) 
a  token  $  1 20,000  into  its  c 
tive,  the  outcome  of  the  c 
might've  been  different.  "G 
nation  was  just  sloppy." 


actually  sued  Carnation?"  They  also 
plied  the  answer:  "Carnation  would  1 
turned  to  American  Home — w 
would  reach  out  to  Three  Flowers.  T 
Flowers  would  then  be  forced  to  turn 
Carnation  for  at  least  part  of  its  proir) 
S3  million  in  additional  capital."  So, 
nation  was  self-insuring. 

If  Carnation  hadn't  been  quite  so  c 
er,  it  might  have  kept  its  deduct! 
Had  the  firm  sunk  somewhat  more  t 
a  token  $120,000  into  Three  Flowers 
outcome  of  the  case  might've  been 
ferent.  With  sufficient  capital,  T 
Flowers  might  have  come  closer  to  i: 
pendence  from  Carnation  and  might 
have  run  afoul  of  the  tax  court.  "It 
here  that  Carnation  was  just  slopi 
says  a  partner  at  one  of  the  Big  E 
accounting  firms.  "Obviously,  tl 
wasn't  enough  capital.  The  premium 
tio  was  14-to-l." 

But  with  the  IRS'  jaundiced 
searching  out  ways  of  disallowing  a 
seas  captives,  many  firms  doubt  that 
enough  simply  to  put  sufficient  capit 
these  subsidiaries.  Instead  they  are  l<j 
ing  for  other  alternatives.  Multinatio: 
are  setting  up  domestic  captives,  e 
cially  in  states  like  Colorado  and  Ten: 
see,  which  encourage  them.  Other  cj 
panies  are  pooling  resources  to  sen 
jointly  owned  captives,  each  paying  i 
a  portion  of  the  total  premiums.  Otl 
are  taking  the  big  step  and  really  go 
into  the  insurance  business  with  t 
overseas  subs,  assuming  a  signifio 
amount  of  outside  risks. 

It's  still  too  soon,  however,  to 
crepe  for  offshore  captives.  Unless 
offshore  captive  shows  a  loss,  which  t 
not  be  written  off,  the  tax  advantages 
quite  enticing.  And  what  happens  if 
IRS  says  you  have  gone  too  far?  The  c 
thing  you  have  to  lose  is  your  dec 
tion. — Barbara  Rudolph 
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BUILDING 
BETTER  COMMUNICATIONS 


Mitel  is  now  one  of  the  leading  manufacturers  of 
:  electronic  switchboards  in  the  world  Mitel  makes 
extremely  compact,  highly  reliable  telephone  switching 
systems,  systems  that  are  both  fully-featured  and  very 
competitive.  As  a  result,  many  major  international 
j  telephone  companies  have  standardized  on  Mitel  equip- 
ment within  their  networks. 

The  success  of  Mitel  in  building  innovative 
telecommunications  systems  is  based  on 
leading-edge  chip  technology.  Mitel 
designs  and  manufactures  its 
own  integrated  circuits. 
And  many  of  them, 
like  the  products 
of  the  Mitel 
ISO-CMOS 
process,  quickly  become 
state  of  the  art  for  the  industry. 

A  dramatic  new  product  of  Mitel 
innovation  is  the  Super  10™,  shown  here 
with  its  SLIC  component. 

The  Super  10  is  the  smallest  product  of  its 
kind.  It's  the  only  electronic  switchboard  with  all  of 


its  switching  electronics  in  one  compact  console.  This 
exceptional  compactness  is  made  possible  by  the 
space-saving  SLIC,  a  microcircuit  that's  about  one 
tenth  the  size  of  previously  used  subscriber  line  circuits. 
The  Super  10  also  has  the  unique  benefit  of  voice 
synthesis.  It  tells  you  which  lines  are  free  and  which 
calls  are  on  hold. 

Eighty  per  cent  of  the  world's  businesses 
employ  20  people  or  less.  For  these  companies, 
the  compact,  reliable,  economical  Super  10  is  the  only 
telephone  switchboard  they  need. 

Mitel  innovation  built  the  Super  10. 

It's  the  kind  of  innovation  that 
built  our  reputation, 

for  building  better 
communications. 
For  further  information 
write  to  Mitel  Inc., 
600  West  Service  Airport, 
Dulles  International  Airport, 
Washington,  D.C.,  20041. 
(703)  661-8600. 


MITEL 


TM -Trademark  of  Mitel  Corporation 


"One  of  the  key  things  to  look  for  in 
any  business  jet  is  how  well  its  desigi 
concept  blends  new  technology  with 
basic  aerodynamics." 


"Every  executive  jet  on  the  market 
today  has  something  to  say  about 
'new  technology'  in  its  design  and 
manufacture. 

"As  an  engineer,  I'm  all  for  every 
development  that  advances  the  state 
of  the  art  of  flight.  But  if  I  were  a  busi- 
nessman thinking  about  making  a  sub- 
stantial investment  in  a  new  airplane, 
I  d  want  to  know  how  —  and  if — the 
emphasis  on  new  technology  makes  a 
better  airplane.  The  answers  can  shape 
your  decision  as  to  which  airplane  is 
the  best  value  for  the  money. 

"Our  own  Gulfstream  III,  for  exam- 
ple, incorporates  much  of  the  research 
and  development  done  in  recent  years 
on  wing  design.  However,  it  takes  ad- 
vantage of  what,  in  our  judgement,  is 
the  most  meaningful  technology  —  that 
which  improves  performance  without 
compromising  the  intended  mission  of 
the  airplane  or  its  productivity. 

"In  designing  the  wing  required  for 
the  Gulfstream  III  to  fly  its  planned 


By  Charles  N.Coppi 

Vice  President,  Technology 
Gulfstream  American  Corporation 


mission,  we  began  with  a  wingform 
that  already  had  proven  its  aerodynamic 
efficiency  in  hundreds  of  thousands  of 
flight  hours  and  take-off  and  landing 
cycles  in  the  Gulfstream  II.  Then  we 
applied  the  experience  of  the  most 
forward-thinking  engineers  on  what 
to  do  to  make  it  better. 

"The  results  speak  for  themselves. 

"The  new  wing  and  winglets  of  the 
Gulfstream  III  help  provide  a  signifi- 
cant improvement  in  cruising  fuel  effi- 
ciency compared  to  the  Gulfstream  II. 

"The  new  wing  also  produces 
excellent  flying  qualities,  aircraft  han- 
dling and  maneuverability,  plus  remark- 
ably modest  distances  for  take-off  with 
full  fuel  and  maximum  payload,  even 
under  the  most  extreme  conditions  of 
temperature  and  airport  elevation. 


An  acknowledged  authority  on  the  design  a 
engineering  of  business  aircraft,  Charles 
Coppi  has  helped  shape  many  of  the  signif  I 
cant  technological  advances  found  in  three 
generations  of  Gulfstream  executive  aircraft 

"The  Gulfstream  III,  in  fact,  met  01 
exceeded  all  of  its  original  performanci 


c  1981  Gulfstream  American  Corporation.  Member  GAMA  jj> 


II 


tscif ications  on  its  way  to  certification 
the  Federal  Aviation  Administration 
September  1980.  One  reason  for  its 
perior  performance  is  that  it  blends 
nstructive  technology  with  basic 
rodynamics  to  achieve  a  machine 
sally  suited  for  the  real  world  of 
ng-distance  flight. 

"The  Gulfstream  III  offers  the  desir- 
le  match  between  a  large,  spacious  air- 
ime;  an  efficient  wing;  and  engines 
signed  to  virtually  conserve  fuel 
uising  at  the  higher  altitudes  where 
e  airplane  spends  most  of  its  time. 
"Consequently,  the  Gulfstream  III 
able  to  do  exactly  what  we  said  it 
juld  do:  routinely  carry  at  least  8 
ssengers  and  baggage,  plus  a  crew  of 
ree  non-stop  westbound  from  Lon- 
)n  to  New  York  against  average  prob- 
>ility  winds  in  about  8  hours  with 
equate  reserves.  And  only  the 
lfstream  III  can  do  it. 
"We  know  there  is  a  lot  to  consider  as 
u  evaluate  the  executive  airplane  in 


Superior  size  and  engineering  of  the 
Gulfstream  III  airframe  afford  space  for  crea- 
ting a  superlative  cabin  environment,  as  well 
as  ample  power  for  the  most  advanced 
avionics  and  long-range  navigation  systems. 

which  you  and  your  key  people  will  be 
flying  for  the  next  several  years. 

"But  one  thing  you  can't  afford  to 
overlook  is  how  well  it  sticks  to  basic 
aerodynamic  principles. 


"If  youd  like  an  in-depth  briefing 
on  the  engineering  aspects  of  the 
Gulfstream  III  — its  design,  engines, 
systems,  technology  —  let  us  hear  from 
you.  I'm  confident  we  can  show  you 
why  no  other  airplane  designed  for 
world-wide  business  travel  compares  to 
the  Gulfstream  III  in  overall  productiv- 
ity and  efficiency. 

"Call  (912)  964-3274;  or  write  on  your 
letterhead  to  Gulfstream  American 
Corporation,  P.O.  Box  2206,  Dept.  102, 
Savannah,  Georgia 
3,0,  U.S.A." 

Gulfstream  /Imcrican 


The  Gulfstream  III. 

The  new  definition 
of  The  Ultimate. 


I        .  . 


ie  Gulfstream  III  meets  or  exceeds  every  requirement  of  major  corporations  and 
ivernments  for  an  executive  transport  with  the  optimum  combination  of  range/ 
tytoad  capabilities,  overall  operating  efficiencies  and  proven  reliability  throughout 
>  systems.  The  Gulfstream  III  combines  the  remarkably  efficient  airframe  of  the 
iifstream  II  with  new  concepts  in  wing  design  to  achieve  a  breakthrough  in  range 
id  fuel  efficiency.  As  a  result,  it  Is  a  uniquely  productive  long-range  business  Jet;  yet 
also  retains  excellent  mission  versatility. 


Jed  Taylor 

your  dragline's  ready" 


Now  the  manager  of  the 
Morrlson-Knudsen-operated 
Sarpy  Creek,  Montana,  coal 
mine  can  double  production. 
No  wonder  he's  smiling. 

Jed  Taylor  's  new  dragline  is  one 
of  the  West's  largest,  a  6,000-ton 
Bucyrus-Erie  Model 2570,  and 
assembling  it  was  a  challenge,  to  say 
the  least. 

The  M-K  crew  that  did  it  used 
550-tons  of  crane  capacity;  burned 
up  70-tons  of  welding  rod  and  wire; 
X-rayed,  stress-relieved  and  sonic- 
tested  74  mast  and  boom  joints;  and 
survived  31  weeks  of  snow,  wind  and 
sub-zero  weather. 

It  was  no  picnic,  but  it  more  than 
doubled  the  capacity  of  one  of  the 
most  efficient  mines  in  the  world,  a 
mine  designed,  engineered,  con  - 
structed and  operated  by  one  of  the 
most  experienced  and  capable  out- 
fits in  the  world.  Morrison-Knudsen. 

When  it  comes  to  mining,  M-K  can 
do  it  all — feasibility  studies,  permits, 
EIS's,  mine  plans,  design,  engineer- 
ing, construction,  training  and  oper- 
ating, and  that  's  about  what  M-K  did 
at  Sarpy  Creek. 


M-K  people  not  only  designed  and 
built  the  mine;  they  also  designed 
and  built  the  mine's  water  tankers, 
coal  haulers  and  37-mile  spur  line. 
They  implemented  an  extensive  rec- 
lamation program  that  uses  1 7 
different  grasses,  bushes  and  trees. 
And  they  provided  opportunities  for 
the  Crow  Indians  who  make  up  more 
than  half  the  mine's  work  force,  and 
whose  tribe  has  leased  the  tract  's 
mineral  rights. 

The  result?  In  five  years,  the  mine 
has  yet  to  miss  a  shipment,  and  it's 
never  been  weathered  out.  When  a 
"Hundred  Year  Storm" closed  every 
other  Montana  mine  in  1978,  Sarpy 
Creek  didn  t  miss  a  beat. 

"We  got  damn  wet,  though,  "  recalls 


Taylor,  a  third  generation  coal  miner 
from  Kentucky  who  knows  about  all 
there  is  to  know  about  running  a 
strip  mine. 

Taylor  's  experience  and  M-K 's 
technology  make  Sarpy  Creek  hum.  j 
You  can  feel  the  rhythm.  Everything 
moves  in  synch  all  the  time,  precisely, 
according  to  a  long-range  plan. 
That's  why  quotas  are  always  met. 

A  genius  engineered  this  mine,  ' 
says  Taylor  "Of  course,"  he  adds  witlt 
a  wink,  "it  also  takes  a  genius  to 
manage  it!' 

If  you  ve  any  sort  of  a  project  on 
your  drawing  board,  our  "geniuses" 
can  probably  contribute  to  its  pro- 
ductivity Let  's  talk  about  it.  Call 
our  CEO,  Bill  McMurren,  at  [208] 
386-6700.  and  he'll  get  the  right 
M-K  people  to  your  office  PDQ  • 

They'll  tell  you  what  M-K  [a 
can  do  for  you,  and  they  'll 
take  no  more  than  30 
minutes. 

PS.  If  you  have  a  yen  for 
a  really  challenging  job, 
mail  your  resume  to  Tom 
Snediker  our  Personnel 
Director. 


MORRISON-KNUDSEN  COMPANY,  INC. 

Boise,  Idaho  83729 

Engineers.  8uilders  Developers.  Managers.  Equal  Opportunity  Employers 


rard  Dusseldorp's  father  had  trouble  with 
bt,  so  this  Australian  real  estate  developer 
es  little  borrowing  to  finance  his  projects, 
n  he  raise  equity  in  the  U.S.? 


A  hand  from 
the  grave 


eldorp  outside  his  Manhattan  town  house 
ging  the  unorthodox  to  America. 


By  Howard  Rudnitsky 


I  erard  Dusseldorp  is  Australia's 
.  equivalent  of  General  Growth 
Properties'  Martin  Bucksbaum 
I Rouse  Co.'s  Jim  Rouse  rolled  into 
!j!An  engineer  who  left  Holland  after 
i  d  War  II,  Dusseldorp  has  become  his 
fctry's  leading  real  estate  developer — 
■he  earned  his  success  with  some 
jly  unorthodox  techniques, 
lice  1972  Dusseldorp  has  had  a  prqs- 
lin  the  U.S.  through  a  subsidiary  of 
Australian  company,  Lend  Lease 
I.,  Ltd.  The  Texas-based  affiliate, 
I  Lend  Lease,  develops  properties 
Icondominiums,  shopping  malls  and 
lis. 

len,  in  1977,  Dusseldorp  decided  to 
|  International  Income  Property,  a 
jpany  he  operated  initially  as  a  vehi- 
hr  Australian  and  U.K.  investors  to 
|U.S.  income-producing  real  estate. 


Now  Dusseldorp  is  trying  to  make  a 
bigger  splash  in  the  U.S.:  Through  a  pub- 
lic offering,  he  hopes  to  raise  $18  million 
in  equity.  Then  he  can  add  to  a  regional 
shopping  center  IIP  owns,  pay  off  some 
loans  and  expand  further. 

Though  Dusseldorp,  62,  is  not  well 
known  in  the  U.S.,  his  balance  sheet  is 
gold-plated  down  under.  In  the  Fifties  his 
Australian  competitors  thought  being  a 
specialist  in  one  phase  of  construction 
was  the  only  way  to  expand,  but  Dussel- 
dorp disagreed.  He  figured  that  successful 
real  estate  development  would  require 
integrated  control  over  projects,  includ- 
ing self-financing.  He  made  good  labor 
relations  a  priority  and  provided  lavish 
benefits. 

That  kept  his  company  unusually 
strike-free.  Then,  in  1971,  Dusseldorp 
was  the  first  Australian  developer  to  go 
public  and  to  form  a  publicly  owned  real 
estate  trust  to  hold  his  properties.  The 


latter,  General  Property  Trust,  originally 
sold  at  a  discount  from  appraised  asset 
value.  But  today  GPT,  which  has  $250 
million  in  assets,  commands  a  10%  pre- 
mium. What's  more,  per-share  growth  in 
asset  value  has  averaged  25%  annually 
since  then.  Lend  Lease,  however,  devel- 
ops and  manages  properties  for  others 
besides  GPT.  Last  year  revenues  totaled 
$440  million  and  profits  exceeded  $23 
million.  Not  huge  by  U.S.  standards,  but 
Dusseldorp  is  clearly  a  big  fish  in  the 
South  Pacific  pond. 

Dusseldorp  got  his  start  in  1951, 
when  he  founded  a  tiny  construction 
business.  "It  was  one  thing  to  have 
ideas,"  he  says,  "but  we  needed  a  client. 
We  weren't  known,  so  we  couldn't  find 
one  for  over  a  year." 

Then  came  a  break.  A  large  oil  com- 
pany had  just  completed  a  refinery  out- 
side Sydney  and  neglected  to  provide  a 
gatehouse.  Dusseldorp  did  the  job  cheap- 
ly and  quickly — and  it  brought  him  morq 
business.  Through  last  year,  Lend 
Lease's  construction  division  has  been 
involved  in  over  $2  billion  worth  of  pro- 
jects around  the  world. 

What  set  Dusseldorp  apart  from  the 
crowd,  however,  was  his  aversion  to  bor- 
rowing. Every  time  he's  tempted  to  bor- 
row, he  says,  "I  feel  the  hand  of  my 
father  rising  from  the  grave.  He  was  a 
successful  businessman  in  Holland,  but 
he  borrowed  quite  a  bit.  The  Depression 
hit,  and  he  was  wiped  out." 

Lend  Lease,  of  course,  has  to  have 
some  debt.  In  the  early  Seventies,  it 
amounted  to  about  50%  of  total  capital- 
high  for  Dusseldorp  but  low  for  compara- 
ble developers.  Still,  Dusseldorp  secured 
his  loans  with  specific  assets,  and  made 
sure  reserves  and  cash  flow  were  ade- 
quate to  cover  payments.  In  1974,  while 
real  estate  trusts  and  contractors  col- 
lapsed like  duck  pins,  Lend  Lease  and 
GPT  gained  market  share. 

Today  Dusseldorp  is  proud  of  his  mini- 
mal debt  burden.  "You'll  find  few  U.S. 
developers  with  an  80%  equity  ratio," 
says  James  Smith  Jr.,  former  head  of 
Morgan  Stanley's  real  estate  subsidiary, 
who  since  1980  has  run  IIP.  Dusseldorp, 
in  fact,  thinks  investment-income  vehi- 
cles like  GPT  and  U.S. -oriented  IIP 
should  have  virtually  no  leverage:  "This 
is  pension  and  retirement  money,"  he 
explains.  "These  people  aren't  entrepre- 
neurs; they  invest  to  obtain  rising  in- 
come over  the  years  and  to  see  the  value 
of  the  properties  increase  if  we  manage 
well." 

That's  how  Dusseldorp  intends  to  at- 
tract U.S.  capital  to  IIP.  After  his  current 
offering,  Dusseldorp  hopes  one-third  of 
his  investors  will  be  from  the  U.S.  Next 
year  he  hopes  to  raise  it  to  50%. 

He  plans  to  repeat  his  Australian  for- 
mula, though  Dusseldorp's  concept  of 
raising  money  via  regular  rights  offerings 
is  rare  in  American  circles.  Such  arrange- 
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iere  are  billions  of  barrels 
of  oil  in  the  Rockies. 


m  r 


C.  J.  Waidelich,  President, 
Cities  Service  Company 

Tulsa.  Oklahoma 


And  Cities  Service  technology 
^k  is  on  top  of  it? 


We're  in  one  of  the  most  rugged 
areas  of  the  Rockies.  The  Overthrust 
Belt.  Here,  as  you  can  see,  great 
plates  of  rock,  some  of  them  four 
miles  thick,  are  thrust  up  over  each 
other  like  toppled  dominoes. 

It's  an  oil  company  geologist's 
nightmare.  And,  even  though  for 
50  years  no  one  could  find  oil  here, 
we  believed  in  the  area  enough 
to  lease  over  800,000  acres. 

Now  Cities  Service  is  using  the 
latest  technology  to  find  some  of 
the  oil  and  gas  hidden  in  the  Over- 
thrust  Belt.  We're  using  computer- 
enhanced  seismic  readouts  to  sort 
out  the  geological  jumbles.  We've 
developed  deeper  drilling  tech- 
niques. We're  even  using  satellites. 

How  important  is  this  effort?  The 
United  States  Geological  Survey 
estimates  there  may  be  7.5  billion 
barrels  of  oil  and  30.5  trillion  cubic 
feet  of  natural  gas  in  the  Idaho, 
Wyoming  and  Utah  part  of  the 
Overthrust  Belt  alone.  That's  more 
than  the  United  States  imports  or 
produces  in  two  years.  And  what 
we  learn  here  through  advanced 
technology,  combined  with  neces- 
sary capital  investment,  could  help 
open  up  other  previously  unproduc- 
tive areas  of  our  country. 

So  what  we  find  under  the 
Overthrust  Belt  could  help  ease 
our  dependence  on  what's  under 
the  Persian  Gulf. 

CITIES  SERVICE 
COMPANY 

On  top  of  the  problem, 
part  of  the  solution. 


n 


Why  St.  Regis  submerged  a  bag  of  potato  chip 
in  25  ft.  of  sea  water  for  four  hours. 


t!f 


It  happened  200  yards  off  the  coast  of 
Bimini.  In  a  two-man  submarine,  we 
took  an  oversized  bag  of  potato  chips 
25  feet  below  the 
Atlantic  Ocean.  And 
then  left  the  bag  there 
for  four  hours. 

Why  did  we  sink 
our  bag  into  a  world 
usually  populated  only 
by  sand  sharks,  barra- 
cuda, brain  coral  and 
every  imaginable  color  of  tropical  fish? 
We  did  it  to  prove  something  about 
St.  Regis'  technological  leadership  in 
making  plastic  film. 

Of  course,  a  bag  of  potato  chips 
almost  never  has  to  withstand  the  ton 
of  pressure  and  onslaught  of  moisture 
this  one  was  subjected  to.  Our  bag  is 
designed  to  keep  out  moisture  vapor 
and  gases,  like  oxygen,  as  well  as  keep 


oils  in.  It  has  to  do  all  this  to  ensure 
freshness  and  preserve  shelf  life. 
This  St.  Regis  potato  chip  bag 
does  this  so  well 
because  it's  made  of 
our  Co-Ex  film— three 
layers  extruded  simul- 
taneously. Each  layer 
imparts  a  different 
property  to  the  film,  not 
only  for  keeping  things 
out,  but  to  help  keep 
freshness  and  flavor  in. 

What  happened  when  the  four 
hours  were  up?  We  opened  the  bag  and 
ate  some  chips,  right  down  to  the  last 
crisp,  flavorful  crumb. 

Co-Ex  film  is  just  one  example  of 
why  St.  Regis  is  a  leader  in  packaging 
technology. 

All  this  reflects  the  marketing 
stance  of  St.  Regis  toward  all  our 


packaging,  paper,  lumber  and  con- 
struction products.  To  use  the  full 
weight  of  our  technology  in  serving 
our  markets  and  in  renewing  the  fore 
resource  our  products  come  from. 


St.  Regis— serving  Man  and  Natui 
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«:s  give  existing  shareholders  first 
fj.  at  new  stock  offerings.  As  is  the 

■  with  warrants,  a  separate  market 
•  ops  for  them. 

I  property  trust  like  IIP  functions 
Ii  like  an  equity  REIT.  It  pays  out  all 

■  flow  as  dividends,  currently  a  tax- 
Iretum  of  capital.  At  the  moment, 
I  NASDAQ-listed  shares  trade  at 
land  offer  just  under  a  7%  return, 
mown  here,  the  company  sells  at  a 


discount  to  the  appraised  worth,  unlike 
GPT  in  Australia. 

For  expansion,  however,  IIP  must 
make  regular  rights  offerings.  Unless 
such  financings  catch  on  here,  Dussel- 
dorp's  growth  will  be  limited.  Another 
reason  he  might  find  the  going  tougher 
than  at  home:  In  Australia  companies 
like  GPT  adjust  assets  annually,  based  on 
appraisals  of  market  value.  U.S.  firms 
report  assets  based  on  historic  cost;  they 


can  indicate  current  market  value,  but 
only  according  to  a  formula  approved  by 
the  SEC.  This  difference  means  that  HP's 
U.S.  results  will  seem  less  impressive 
than  those  of  its  Australian  counter- 
part— something  that  could  reduce  in- 
vestor appeal. 

Dusseldorp  has  his  work  cut  out.  But 
doing  things  differently  hasn't  fazed  him 
before.  Maybe  the  unorthodox  will  turn 
out  to  be  the  right  way  again.  ■ 


Wt  write  off  Disney  yet.  The  long-awaited  EPCOT  adult  amuse- 
nt  park  will  buy  at  least  another  five  years  of  earnings  growth.  But 
lacing  Walt  has  yet  to  be  done. 

The  last 
great  dream 


By  Nick  Galluccio 


II  VERYBODY  SENSES  THAT  Walt  Dis- 

^  ney  Productions  has  lost  its  magic 
1  touch.  Such  recent  film  releases  as 
ymht  Madness,  The  Last  Flight  of  Noah's 
id  Ihe  Devil  and  Max  Devlin  have  all 
ed.   Projected  writeoffs  on  these 
films  alone  may  go  as  high  as  $12 
.on.  Meanwhile,  attendance  at  Walt 
jy  World  and  Disneyland,  which  ac- 
t  for  two-thirds  of  its  $900  million 
ues,  has  been  declining,  due  to  the 
ish  economy  and  this  year's  late 
r.  Now,  for  the  first  time  in  four 
earnings  have  begun  to  falter, 
)ing  9%,  to  $1.64,  in  this  year's  first 
For  those  investors  holding  Disney 
on — which  at  a  recent  60  still 
Is  at  14  times  projected  1981  earn- 
;— all  this  is  cause  for  concern, 
not  too  much  concern.  Investors 
ill  eagerly  waiting  for  E.  Cardon 
:r,    Disney's   intense  65-year-old 
an,  to  play  the  two  cards  he  has 
his  sleeve  for  so  long:  EPCOT  Cen- 
d  Tokyo  Disneyland.  Next  year  Dis- 
$800  million  Experimental  Proto- 
rommunity  of  Tomorrow  (EPCOT) 
pen  right  next  to  Disney  World  near 
do,  Fla.  A  sort  of  permanent  world's 
ir  adults,  EPCOT  will  feature  such 
5  as  World  Showcase,  pavilions  from 
:ountries  and  a  butterfly-shaped  Fu- 
World  complex  which  looks  into 
ortation,  energy  and  other  topics, 
is  even  a  monorail  hookup  to  Dis- 


ney World.  EPCOT  will  also  have  Ger- 
man beer  gardens,  an  English  pub,  French 
and  Italian  restaurants  and,  in  a  multi- 
spired  pavilion,  a  theme  show  where  the 
issues  facing  the  world  will  be  aired  in  a 
multimedia  way. 

"I  don't  see  how  anyone  can  say  we're 
a  conservative  company,"  says  Walker 
somewhat  defensively.  "Everyone  ac- 
cused Walt  of  being  an  idiot  when  he 
built  Disney  World.  I  know  pumping 
$800  million  into  EPCOT  is  a  big  gamble 


with  the  current  fuel  crisis  and  a  poor 
economy,  but  we  believe  it's  going  to  pay 
off  really  big." 

A  big  gamble?  Yes,,  in  one  sense. 
EPCOT  will  nearly  double  Disney's  pres- 
ent assets  of  $1.3  billion  at  one  stroke. 
Still,  Disney  was  able  to  finance  most  of 
that  out  of  cash  flow.  Despite  EPCOT, 
its  balance  sheet  has  been  practically 
debt-free  since  1974.  Already  Disney  is 
counting  on  about  $300  million  in  royal- 
ty payments  from  country  and  coiporate 


Disney  Chairman  Walker  (left)  and  President  Miller  in  front  of  a  model  of  EPCOT 
"EPCOT  is  a  big  gamble,  but  we  believe  it's  going  to  pay  off  really  big." 
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HOW  AIG  LOOKS  FROM  OUTER  SPACE. 


The  American  International  Group  of 
companies  has  more  pins  in  more  parts 
of  the  world  with  more  people  offering  more 
kinds  of  insurance  than  practically  any 
other  commercial  insurance  organization. 

So  if  your  company  has  a  lot  of 
branches  around  the  world,  you  don't  have 
to  go  to  a  lot  of  insurance  companies 
around  the  world  to  cover  each  one  of  them. 

We  can  do  it  all.  And  have  been  doing 


it  successfully  for  over  sixty  years. 

Dealing  with  one  large  organization 
instead  of  many  means  a  lot  less  paperwork, 
phone  calls  and  hassles. 

We  also  offer  coverage  that  other 
companies  don't,  like  worldwide  directors 
and  officers  insurance.  And  offer  it  in 
countries  other  companies  only  dream  of. 
Like  the  People's  Republic  of  China,  Saudi 
Arabia  and  Eastern  Bloc  nations. 


.    There  are  a  lot  of  other  ways  we  ca| 
help  you.  Some  of  them  could  wind  up 
saving  you  money  as  well  as  time. 

And  that's  something  that  can  ma 
us  look  good. 

From  wherever  you  happen  to  be 
looking  at  us. 

THE  AIG  COMPANIES. 


Co 


In 
ft 


Let  us  take  the  risks. 


For  more  information,  contact  American  Internationa]  Group.  Dept.  A.  70  Pine  Street.  New  York.  N.Y.  10270. 
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sots  through  the  Eighties, 
addition,  starting  in  1983,  Disney 
begin  to  receive  up  to  10%  of  the 
:eds  from  admission  tickets,  rides, 
^ssions  and  other  attractions  for 
hising  its  name  to  Tokyo  Disney- 
Shrewdly,  Walker  decided  not  to 
up  one  cent  for  Tokyo  Disneyland,  in 
r  to  avoid  lifetime  pension  liabilities 
panese  workers. 

1  of  which  now  leaves  Disney's  $200 
ion-plus  cash  flow  open  for  new  in- 
ments.  With  EPCOT  and  Tokyo  that 
d  mount  up  to  $300  million  by  1983, 
expenses,  according  to  Theodore 

s  of  Montgomery  Securities.  How 

Disney  spend  all  that  cash?  Says 
ley  President  Ron  Miller,  48,  a  for- 

member  of  the  Los  Angeles  Rams 
son-in-law  of  the  late  Walt  Disney: 
an  see  building  a  Walt  Disney  World 
Europe  and  South  America.  There's 
lendous  opportunity  for  growth  of 
company  in  cable  television  and  vid- 
scs  as  well.  And  EPCOT  will  give  us 


Mont  see  how  anyone  can 
If  we're  a  conservative 
upany,"  says  Walker,  with 
pOT  costing  $800  million. 

chance  to  produce  thousands  of 
s  of  entertainment  through  our  own 
ational  cable-television  network." 
eanwhile,  California-based  Disney 
try  more  joint  movie  ventures  like  its 
tit  $20  million  Popeye  production 
Paramount  Pictures.  Disney  will 
double  the  frequency  of  animated 
ires,  the  kinds  of  movies  on  which 
Disney  built  the  company.  Here, 
<er  and  Miller  are  pinning  their  hopes 
pis  summer's  release  of  the  $12  mil- 
The  Fox  and  the  Hound,  Disney's 
2St  budget  animated  feature  film. 
:spite  Disney's  less  than  spectacular 
:r  of  recent  film  releases,  Walker  and 
er  are  quick  to  point  out  that  Disney 
y  loses  money  on  a  movie.  For  ex- 
le,  at  a  cost  of  $20  million,  The  Black 
a  relatively  unsuccessful  science 
Dn  drama  geared  to  a  young  adult 
ence,  grossed  just  $26  million  in  U.S. 
liCanadian  theatrical  distribution.  But 
|i  network  and  cable  television  and 
I  gn  theatrical  sales  and  the  movie 
\:d  gross  $60  million. 
I) hat  Cardon  Walker  has  done,  of 
llse,  is  finally  to  realize  Walt  Disney's 
Jiigreat  dream:  EPCOT.  In  so  doing,  he 
lOrobably  bought  Disney  Productions 
liast  another  five  years  of  solid  earn- 
j|  growth  before  the  organization  has 
Mice  the  greatest  challenge  of  all:  re- 
J.iing  Walt  Disney's  creative  genius. 
til  Walker,  who  is  doubling  Disney's 
filiation  department  to  200  employ- 
j  :"There's  no  question  it's  going  to  be 
iier  from  here  on  in."  ■ 


THE  BILLION 
DOLLAR  COUPON 


If  you're  not  doing  business  with 
Hong  Kong  you  could  be  missing 
an  opportunity  to  trade  in  an 
area  worth  billions  of  dollars. 
Hong  Kong's  trade  with  the 
U.S.A.  totalled  US$7.8  billion 
in  1980,  but  perhaps  more 
importantly  Hong  Kong  is 
regarded  as  the  hub  for  business 
with  its  Asian  neighbours.  The 
Hong  Kong  Trade  Development 
Council  can  put  you  in  touch 
with  business  in  Hong  Kong.  The 
service  is  free  —  the  business  is 
worth  billions. 


FM  11 

Return  this  coupon  to  the  H.K.T.D.C. 

Name   

Company  

Address  

 Tel.  


I 
I 
I 
I 
I 
I 
I 
I 


Please  send  me  details  of  the  free  services 
offered  by  the  H.K.T.D.C. 


Hong  Kong  Trade  Development  Council 
584  Fifth  Avenue, 
New  York,  N.Y.  10036,  U.S.A. 

Tel.:  212-582-6610 
Cable:  HONGTRADS  NEW  YORK 
Telex:  710  581  6302  HKTDC  NYK 


Offices  in  :  Hong  Kong  •Amsterdam  •Frankfurt  •Hamburg  •  London  •  Manchester  • 
Marseille  •  M Man  •  Paris  •Stockholm  •  Vienna  •Zurich  •  Chicago  •  Dallas  •  Los  Angeles* 
Panama  •Toronto  •Sydney  *Osaka  »Tokyo  •Nairobi.  Also  consultant  offices  in 
Athens  •Barcelona  •  Dubai. 


put  muscle 
fit  your 
Heat  Transfer 
applications 

Specify  Young  Heat  Transfer 
Products.  That's  your  assurance 
the  radiator,  oil  cooler  and  other 
cooling  system  components  are 
going  to  stand  up  to  the  vibrations, 
the  jolts,  the  shocks— to  those  tough 
applications  that  test  the  character 
of  each  vital  part.  Call  us  at 
(414)  639-1010. 


2825  Four  Mile  Road 
Racine,  Wisconsin  53404 


SILVER 
BARS 


(.999+  Fine) 
Available  in  Investor  Lots 

(Min.  100-ozs.) 

lx  100-oz  Bar  — 
Comex  Spot  +  $1.00  per  oz. 

lOx  10-oz  Bar  — 
Comex  Spot  +  $1.50  per  oz. 

lOOx  1-oz  Bar  — 
Comex  Spot  +  $1.60  per  oz. 

Shipping  —  $18.00  per  100-ozs. 
No  Additional  Charges  or  Commissions 
Mo  Sales  Tax  on  Out-of-State  Shipments 

Telephone  all  orders  to  lock-in  rates.  MTB 
must  receive  funds  within  3  business  days. 

Call  (800)  223-5818,  Ext.  15 
TOLL  (800)  223-0998,  Ext.  15 
FREE  (800)221-9830,  Ext.  15 

Write  for  free  illustrated  brochure. 

Rockefeller  Center    One  World  Trade  Center 
59  West  49th  St.        Cortcourse  Level  #151 
N.Y,  N.Y.  10112         N.Y.,  N.Y.  10048 
(212)  974-3455  (212)  775-1440 

The  largest  supplier  of  gold  and  silver  bars 
to  the  Collector/Investor  for  over  27  years. 


MANFRA, 
TORDELLA  8t 
BROOKES,  INC. 


>ES,  MAY  11,  1981 


89 


In  the  banking  business,  paradoxically, 
buying  a  loser  can  sometimes  look  like  buying 
a  winner — but  only  when  the  price  is  right. 


Bad  will 


By  Thomas  Baker 


Later  this  year,  if  the  Federal 
Reserve  Board  approves,  $2.4  bil- 
lion (assets)  First  American  Bank 
Corp.,  of  Kalamazoo,  Mich.,  will  finally 
complete  its  acquisition  of  Detroit's 
$1.4  billion  Northern  States  Bancorpora- 
tion.  If  so,  it  will  be  a  happy  day  for 
Northern  States  and  its  shareholders: 
The  four-bank  holding  company  lost 
over  $5.1  million  in  1980,  and  badly 
needs  to  be  bailed  out.  With  a  wretched 
portfolio  of  low-interest,  fixed-rate  loans 
and  a  loan-loss  problem  severe  enough 
for  an  $11  million  provision  for  possible 
loan  losses  in  1980,  it  faces  insolvency 
or  further  liquidation  by  the  end  of  this 
year  unless  it  is  infused  with  some  new 
capital. 

Why  on  earth  would  profitable  First 
American  want  to  merge  with  a  basket 
case  like  Northern  States?  A  quick  look 
at  the  combined  pro  forma  financial 
statements  in  the  prospectus  tells 
part  of  the  story.  Separately,  First 
American  reported  earnings  of 
$10.7  million  in  the  first  nine 
months  of  1980,  while  Northern 
States  lost  $6.7  million.  But  to- 
gether the  two  banks  would  have 
reported  $11.4  million  in  net  income 
for  that  same  period.  Magically,  the 
whole  becomes  greater  than  the  sum  of 
the  parts. 

Accounting  is  responsible  for  this 
mathematical  impossibility.  Because  the 
deaLis  structured  as  a  purchase  rather 
than  a  pooling,  Northern  States'  portfolio 
is  taken  in  at  current,  lower  market  value 
rather  than  higher  book  value.  That 
means  First  American  may  be  able  to 
buy  Northern  States  for  almost  nothing. 
Although  the  bank  holding  company  has 
a  book  value  of  $53  mil2ion,  the  deal  is 
expected  to  close  at  a  distress-sale  price 
of  around  $18.2  million  in  First  Ameri- 
can common  and  preferred  stock.  That 
$34.8  million — the  difference  between 
the  market  value  and  the  book  value  of 


Northern  States'  loans  and  invest- 
ments— winds  up  being  gradually  added 
to  the  combined  banks'  earnings. 

If  that  sounds  ridiculous,  consider 
this:  It's  only  the  mirror  image  of  a 
situation  that  comes  up  all  the  time. 
When  a  company  buys  another  for  more 
than  the  fair  value  of  its  assets,  the 


difference  is  called  goodwill  and  is 
thrown  onto  the  balance  sheet.  Then  it 
is  gradually  depleted  by  being  charged  to 
earnings  over  some  period,  often  up  to 
40  years.  In  this  case,  however,  the 
"negative  goodwill"  or  bad  will — labeled 
"accretion  of  discount"  in  the  prospec- 
tus— is  added  to  earnings.  But  there's  a 
slight  difference.  It's  taken  into  earnings 
over  a  far  shorter  period  of  time  than  40 
years — in  this  case,  the  terms  of  the 
various  loan  portfolios.  Although  the 
bad  will  wouldn't  have  been  broken  out 
separately  on  the  income  statement,  it 
would  have  added  $5.9  million  to  com- 
bined earnings  in  1979  and  $4.3  million 
in  the  first  nine  months  of  1980 — 38% 
of  total  net  income. 
Was  that  bad  will  an  incentive  to  do 


Numbers  Game 


the  deal?  "It  was  definitely  part  of 
consideration  in  making  it  work,' 
mits  Dean  Williams,  First  Amerit 
chief  financial  officer.  "For  Nort 
States,  the  merger  will  mean  more 
ital.  For  us,  it  means  a  presence  in 
Detroit  area,  and  although  Nort 
States  will  not  be  in  a  loss  position  ii 
first  few  years,  it  will  be  a  slow  impil 
ment.  That's  where  the  purchase 
count  comes  in,  to  help  out  our  earn 
in  the  first  few  years." 

First  American  will  take  Nort 
States'  loans  and  investments,  throw 
the  bad  ones  and  write  the  others  d 
to  what  it  feels  they're  worth 
$100,000,  ten-year  loan  at  6%,  foi 
stance,  would  be  worth  only  arc 
$75,000  if  the  market  rate  of  that  kit 
loan  is  now  12%.  The  bank  still  gets 
same  payments  on  these  loans,  but 
will  be  carried  on  the  books  for  a  lot 
than  was  actually  lent  out.  Over  the 
of  the  loan,  however,  the  bank  sh 
eventually  get  back  the  whole  $100 
in  principal — and  thus  a  $25,000  pro 
But  are  those  profits  for  real?  Willi 
says  they  are.  "They  are  absolutely  c 
ings,  in  the  sense  that  it's  like  buyi 
Treasury  bill  for  80  and  collecting 
You've  made  the  difference  as  incfl 
You  bought  something  for  less  tha 
book  value,  and  so  it  is  gain  to  y 
Peat,  Marwick,  Mitchell  partner  f 
Moran  agrees:  "That  existing  assc 

The 
to  pay 

so  that  I  am  getting  a  market  ret) 
The  difference  is  earnings,  an 
comes  in  cash,  too." 

Clearly,   it's   true   that  wr: 
down  loans  makes  those  loans  t 
profitable.  After  all,  lower  a) 
mean  higher  return  on  assets 
the  fact  is  that  the  same  amoui 
cash  is  coming  into  the  baj 
there's  no  more  money  availab 
meet  liabilities  and  pay  for 
rowed  funds  than  there  was  be 
That,  after  all,  is  why  the  bank  ws 
trouble  in  the  first  place,  and  impr 
earnings  don't  necessarily  mean 
thing  has  changed. 

"This  is  really  phony  account) 
claims  one  bank  analyst.  "They're  pa 
less  than  book  value  for  the  bank, 
they're  paying  what  it's  worth."  It's, 
that  a  going  financial  concern  gets 
than  book  value  for  its  assets — in 
there's  usually  a  premium.  So  the  lad 
premium  here  demonstrates  how  fai 
derwater  Northern  States  really 
"They're  really  not  earnings, "  the  an; 
continues,  "they're  accounting  justi 
tions  for  prior  mistakes,  for  the  fact 
book  value  is  a  higher  number."  Jim  I 
man,  an  analyst  with  the  Federal  Rese 
banking  division,  makes  a  similar  p' 


Moran  agrees:     mat  existi 
/  not  earning  the  market  rate, 
tion  is,  what  am  I  willing  t 
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We  could  have 
told  you  he  wasn't 
right  for  the  job: 


He  shows  up  at 
:your  door  ready  to 
conquer  the  world, 
[full  of  unbridled 
enthusiasm  with  an 
itch  for  excitement. 
Do  you  hire  him? 
Not  if  you've  tried 
Dunhill  Personnel  first. 

Our  consultants  are  the  best 
rained,  most  highly  skilled  in  the  per- 
onnel  industry.  They  are  specialists 
t  understanding  your  business,  as- 
ertaining  your  needs  and  carefully 
creening  for  particular  qualifications 

It's  easy  to  overlook  hidden 
laws  when  confronting  charisma. 
The  Dunhill  Personnel  System  is 
designed  to  see  beyond  the  obvious 


to  the  essence  of  each 
candidate. 

Those  who  are 
presented  for  your  final 
decision  are  the  finest— 
supremely  qualified, 
but  not  over-qualified. 

If  you  had  asked 
Dunhill  Personnel  to 
screen  for  that  aggressive  super- 
talent,  we  would  have  found  that  the 
above  candidate,  though  highly  qual- 
ified, tends  to  bite  off  more  than  he 
can  chew. .  .and  wouldn't  be  satis- 
fied for  long  with  just  one  company 

Find  us  in  the  telephone 
directory  and  find  the  right  person 
for  the  job. 


Dunhill  Personnel  System 

The  right  people  for  the  job. 


INTRODUCING    THE  "5  4  5"  FROM  3M 

IF  HARD-ID-COPY 
ORIGINALS  LEAVE  YOU  IN 
THE  DARKGET  THE  COPIER 
THAT  SEES  THE  LIGHT 


INTRODUCING 
THE  "545"  FROM  3M 


INTRODUCING 
THE  "545"  FROM  3M. 


THE  ORIGINAL* 


WITHOUT  3M's  SENSITRON™ 
EXPOSURE  SYSTEM* 


WITH  THE  3M  SENSITRON™ 
SYSTEM* 


When  you  make  a  copy  with  our  new  "545" 
plain  paper  copier,  you  get  an  accurate  repro- 
duction. Not  a  reasonable  facsimile. 

The  reason  is  two-fold.  First,  is  our  new 
"Sensitron"™  feature.  Automatically,  it  scans  the 
background  of  your  original  and  adjusts  the  copier 
to  match. 

And  the  second  is  the  automatic  toner 
control  system  the  "545"  uses.  It  eliminates  the 
imbalances  between  toner  and  developer  that  can 
affect  consistency.  So  you're  virtually  assured  a 
beautiful  copy.  Time  after  time 

But  the  "545"  is  more  than  accurate,  it's 
also  extremely  advanced.  With  features  like 


microprocessor  technology.  And  code  display 
diagnostics.  There's  even  a  Pause-lnterrupt- 
Resume  feature  and  a  new  touch  control  operator 
panel. 

Still,  the  most  remarkable  thing  about  the 
"545",  as  well  as  our  other  new  copiers,  is  its 
striking  copy  quality  But  we'll  let  you  be  the  judge 
of  that. 

After  all,  a  halftone  is  worth  a  thousand 

words. 

For  more  information,  call  toll-free 
800-328-1684  (in  Minnesota,  800-792-1072).  Or 
write  3M  Copying  Products,  Building  220-10E/ 
3M  Center,  St.  Paul,  MN  55144 


'  These  are  reduced  reproductions  of  aclual  specimens  made  on  3M  brand  copying  equipment 

The  newest  line  of  copiers  from  one  of  the  oldest  names  in  the  business. 


3M  Hears  You . 


3M 


Numbers  Game 


e  earnings  are  paper  earnings,  there's 
ash  behind  them.  There's  one  thing 
can  give  you  some  insight  into  the 
ity  of  the  earnings:  They're  tax-free." 
1  the  IRS  won't  tax  profits  where  there 
no  more  cash  than  there  was  before, 
st  American's  Williams  admits 
e  earnings  are,  to  a  certain  extent, 
a  sure  indicator  of  better  perfor- 
ce. "It  is  not  cash  flow  earnings  im- 
ement.  It  is  a  book  type  of  earnings 
rovement,  but  it  really  is  earnings, 
use  you  are  going  to  collect  some- 
g  eventually."  Jerry  Lindstrom,  a 
ler  with  Ernst  &.  Whinney,  puts  it 
her  way:  "They're  going  to  be  better 
m  a  consolidated  basis  than  they 
Id  be  separately.  If  the  acquirer  is 


ey'll  be  better  off  consult- 
ed than  they  would  be  sep- 
tely,"   says   one  accoun- 
t.  "If  the  acquirer  is  strong 
ugh  to  carry  that,  fine." 
it's  the  point:  One  bank  is 
ing  out  another,  and  be- 
rth the  improved  earnings, 
,  h  flow  stays  the  same.  In- 
tors  who  look  only  at  earn- 
;  s  wont  see  the  real  pic- 
p,  good  or  bad. 


jbg  enough  to  carry  that,  that's  fine." 
Riere's  the  point:  One  bank  is  bailing 
[[another  one,  and  beneath  the  im- 
||ed  earnings  number,  cash  flow  re- 
ins the  same.  Investors  who  only  look 
Hirnings  in  situations  like  this  won't 
Ifche  real  picture,  good  or  bad.  The 
Is  to  the  performance  of  these  two 
Iks  together  will  lie  elsewhere — for 
jjiple,  in  their  statement  of  financial 
||:ion  or  long-term  changes  in  the 
Ill's  return  on  equity  and  assets, 
jjrtunately,  such  potentially  mislead- 

I  ituations  don't  bappen  every  day.  In 
||  only  one  other  major  bank  deal  in 
■past  five  years  has  involved  a  sigmfi- 
|{  discount  from  book  value — when 
|j;antile  Texas  Corp.  acquired  Feder- 

II  Capital  Corp.  in  1976,  and  both  of 
jj:  banks  are  doing  just  fine.  Then, 
||if  interest  rates  take  a  dive  between 
jjiand  when  the  First  American  deal  is 
nly  iced,  that  would  boost  the  value  of 
whern  States'  assets  considerably — 
||:here  goes  some  of  the  purchase  dis- 
||  t.  Of  course,  First  American  would 
II  have  the  option  of  selling  off  those 
Bassets  and  taking  a  securities  gain, 
jjnore  likely,  however,  that  interest 
||  will  continue  to  torment  bank  asset 
Hollos,  and  that  means  a  lot  more 
Jjntial  for  situations  where  acquired 
Ms  can  look  like  winners — at  least  for 
ijle  while.  ■ 


The  Midsize  Corporation's 
Only  Sensible  Banking  Decision: 


Focussed  Financing. 


I  Businesses  between  $20  and 
$200  million  have  very  special 
borrowing  needs  that  the  Big 
Bank,  with  its  facade  of  "Per- 
sonal Attention,"  often  cannot 
satisfy.  In  contrast,  U.S.  Trust, 
New  York's  smallest,  hence  most 
focussed  money  center  bank, 
specializes  in  seeing  that  middle- 
size  corporations  no  longer  need 
settle  for  middling  service. 

For  the  specifics  on  our  individu- 
alized approach  to  corporate  needs, 
please  write  or  call  C.  William 
Steelman,  Senior  Vice  President, 
United  States  Trust  Company  of 
New  York,  45  Wall  Street,  New 

I  York,  N.Y  10005  (212)  425-4500. 


U.S.Trust 


When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


Number  21  in  a  series  of  22  listings. 


THE  60SECON  D 
PLANT  TOUR. 


BUILDING  #1709-307 

48,642  sq.  ft.,  under  construc- 
tion. 17.31  acres,  additional 
41  acres  available.  Ceiling 
height  20' clear,  bay  spacing 
40'  x  40!  Four  overhead  doors 
for  dock  levelers,  two  for  rail 
cars.  Natural  gas  and  rail  ser- 
vice available.  Thirty-five 
miles  to  deep  water  port. 
Minutes  to  two  municipal  air- 
ports. Community  size: 
16, 1 50.  Eastern  Region. 
BUILDING  #1709-289 
64,400sq.  ft.  new  basic  build- 
ing, easily  expandable  to 
2 56,000 sq.ft.  Dimensions 
200'x322;i8'-22'ceiling 
height, 40'x40'bays.  Munic- 
ipal water/sewer.  Rail  poten- 


tial across  highway.  Direct 
access  to  two  major  inter- 
states,  thirty-five  minutes  to 
major  airport.  Industnal  Rev- 
enue Bond  Financing  avail- 
able. Community  size:  1,280. 
Piedmont  Region. 

BUILDING  #1709-288 
40, 300 sq.ft.  New  metal 
building.  18' clear  ceiling 
height.  100%  sprinklered, 
propane  gas  available  Owner 
to  install  electrical  service, 
air  conditioning,  heat  system 
to  suit  tenant's  needs. 
Community  size:  22,410. 
Piedmont  Region. 

BUILDING  #1709-298 
44,736 sq.ft.,  12.65  acres. 
Formerly  manufacturer  of 


narrow  fabric.  Dimensions 
336'x  124' with  14'  ceiling 
height.  Natural  gas  available, 
rail  adjacent  to  site.  Forty-five 
minutes  to  commercial  air- 
port. Community  size:  750. 
Eastern  Region. 
BUILDING  #1709-306 
45,152sq.ft.,  1.9acres.  Brick 
and  masonry  construction. 
Formerly  used  for  electrical 
components.  Ceiling  height 
121 1"  to  bottom  of  beams, 
column  spacing  52'x  16! 
100%sprinklered  and  air  con- 
ditioned. Municipal  water/ 
sewer  and  natural  gas.  Five 
miles  to  municipal  airport. 
Community  size:  27,600. 
Eastern  Region. 


North  Carolina  lias  plant  facilities  in  all  sizes  and  shapes  that  are  available  for 
immediate  occupancy.  Here,  you  see  just  a  sample.  For  more  facts  on  these  or  other 
Inuldings  or  sites,  write  to:  North  Caroliria  Department  of  Commerce.  Industrial 
Development  Division,  430  N.  Salisbury  St. .Raleigh,  NC  276 J I  Or  call  (919)  733-4151. 

NORTH  CAROLINA 
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Faces 

BehindThe  Figures 


Kdited  by  Jefferson  ( iri^sby 


"Dad's  Vietnam" 

Former  venture  capitalist  Robert  E. 
Grant  can't  seem  to  make  things  come 
out  right  at  troubled  American  Bakeries 
Co.  His  Rhode  Island-based  firm,  Grant 
Associates,  bought  1 1  %  of  the  Chicago- 
based  bread  and  cakemaker  in  1969  for 
$2.5  million.  Ever  since,  Grant  has  been 
trying  to  project  that  one  investment — 
even  to  the  point  of  serving  as  Ameri- 
can's ife/ac/o  CEO  (Forbes,  Oct.  1,  1971). 

Not  much  good  has  it  done:  American 
showed  a  deficit  in  three  of  the  last  ten 
years,  and  operating  income  has  never 
exceeded  4.1%  of  sales.  Last  year  earn- 
ings were  far  worse — only  $2.4  million,  a 
minute  0.45%  return  on  $535  million 
revenues. 

Now  Grant  is  facing  a  May  8  proxy 
battle  led  by  former  commodities  broker 
Neil  Leist,  34,  who  is  also  suing  American 
for  libel  over  a  letter  to  creditors  alleging 
that  Leist  was  "overextended  financial- 
ly" and  involved  in  a  government  investi- 
gation. The  56-year-old  Grant,  a  former 
Navy  pilot  and  Textron  executive,  is 
fighting  as  if  the  prize  were  Exxon.  "Leist 
is  utterly  irresponsible,"  he  fumes,  look- 
ing over  a  list  of  the  dissidents'  recom- 
mendations such  as  hedging  flour  prices 
in  the  futures  market  or  moving  the  com- 
pany to  New  York.  "We  use  the  futures 
markets,"  he  contends,  "just  as  much  as 
ITT,  Continental  or  anybody." 


Grant's  12-year  commitment  to 
American  has  given  him  temporary  high 
blood  pressure,  as  well  as  $35  million  in 
debt,  incurred  to  help  fund  an  $85  mil- 
lion capital  spending  program.  Interest 
charges  alone  hit  $6. 1  million  in  1980,  or 
$2.85  a  share,  leaving  only  85  cents  for 
earnings. 

"Once  I  got  into  it,  I  just  went  far- 
ther and  farther  until  I  was  tbo  com- 
mitted to  get  out,"  laments  Grant.  "My 
son  Rob  calls  American  Bakeries  'Dad's 
Vietnam.'  " — Larry  Marion 

Dare  to  be  cautious 

Nobody  can  accuse  William  Haselton  of 
grandiose  expectations.  The  new  chair- 
man of  $2.8  billion  (sales)  St.  Regis  Paper 
Co.  is  spending  $700  million  over  3 
years — $228  million  in  1981  alone — to 
improve  profitability  by  expanding  the 
high-margined  paper  operations  that  pro- 
duced 75%  of  last  year's  $256  million 
pretax  profits.  His  goal?  Boosting  return 
on  equity  from  its  current  12.7%,  to 
above  15%  by  1984. 

Haselton,  a  28-year  career  executive 
at  St.  Regis  who  has  been  CEO  since 
1979,  succeeded  retiring  Chairman 
George  Kneeland  last  month.  Edward 
McMahon,  56,  who  was  executive  vice 
president-operations,  was  named  presi- 
dent and  Malcolm  Hopkins,  53,  chief 
financial  officer. 

"It  would  be  an  error  to  set  your  goals 
so  high  you  can't  get  there,"  says  the  56- 
year-old  Haselton  solemnly  from  his  spa- 
cious office  in  midtown  New  York. 
"Nothing  encourages  a  management 
more  than  to  aim  at  a  goal  and  make  it. 
We  are  seeking  credibility." 

Charisma  is  another  matter.  St.  Regis 
stock,  recently  around  38,  has  bumped 


Grant  of  American  Bakeries 

Once  you're  in,  it's  hard  to  get  out. 


1 1  If 
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St.  Regis'  Haselton 

Fifteen  percent  would,  not  be  bad. 


along  near  book  value  for  years, 
though  paper  operations — particul 
the  high-margined  newsprint  busine 
are  doing  better,  margins  were  squec 
last  year  in  nearly  every  St.  Regis  c 
sion.  Rising  oil  costs  are  forcing  the  c 
pany  to  convert  some  mills  to  coal,  wl 
could  cost  up  to  $70  million  per  mill; 
St.  Regis  has  had  to  whittle  down 
year's  hopes  for  timber  and  construe 
because  of  the  slump  in  housing,  wl 
accounts  for  13%  of  sales.  That 
switch,  because  as  recently  as  late  Jam 
the  company  was  giving  Wall  Stre 
rosy  scenario  for  housing.  Now,  Hase: 
sighs,  "Anything  to  do  with  solid  woo 
dismal." — Van  Wallach 


Smelling  like  a  rose 

In  the  exodus  of  job-seeking  ex-Ca: 
ites  from  Washington  over  the  past 
months,  outgoing  Securities  &  Exchc 
Commission  Chairman  Harold  Willi, 
has  landed  a  real  plum.  Williams 
head  up  the  $1.5  billion  J.  Paul  G 
Museum,  which  will  probably  be  the 
ond-largest  foundation  in  the  world  [i 
the  Ford  Foundation)  when  Getty's 
tate  is  settled  later  this  year. 

The  53-year-old  Williams,  who 
been  dean  of  the  business  schoo 
UCLA  and  chairman  of  Norton  Simo 
addition  to  heading  the  SEC,  calls 
new  post  "certainly  the  greatest  nonp 
it  job  around."  The  Getty  founda 
won't  be  involved  only  with  handing 
grants.  Williams  and  his  staff  will  use 
income  from  that  $1.5  billion  to  9 
and  run  their  own  projects,  either  al 
or  as  joint  ventures — as  well  as  runr 


94 


FORBES,  MAY  11, 


HARRIS  technology 
on  the 
job 

In  information 
systems, 

Harris  Corporation 
produces 
data  processing 
terminals, 
general-purpose 
computers, 
word  processing 
systems  and 
supervisory 
control  systems. 

Intelligent  inter- 
active computer 
terminals  designed 
and  built  by  Harris 
Corporation  for  Avis  Rent  A  Car's  new  Wizard  llSM  reservation 
system  process  rental  agreements  faster,  more  economically 
and  more  accurately.  Providing  better  customer  service. 

HARRIS  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  intelligent  interactive  computer  terminal 
for  Avis  Wizard  llSM  reservation  and  rental  system 
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Swissair  passengers  can  fly  to  2  cities  in 
Switzerland.  And  40  in  Europe. 

Travelers  sometimes  think  of 
Switzerland  as  unimaginably  tiny. 
And  why  not?  There  are  only  two 
major  international  airports. 

But  when  they  fly  Swissair,  the  quint- 
essentially  Swiss  airline,  their  notions 
of  quaintness  quickly  fade. 

Swissair  is  the  preferred  airline  of 
the  most  seasoned  travelers  all  over  the 
world.  Travelers  whose  flights  originate 
in  North  and  South  America,  Asia, 
Africa  and  the  Middle  East.  These 
travelers  find  that  Swissair  is  the  most 
convenient  way  to  get  where  they  're 
going. 

Consider  this:  Swissair  makes  632  stops 
in  40  cities  throughout  Europe 
each  week. 

48  stops  each  week  in  Africa. 

51  in  the  Middle  East. 

32  in  the  Far  East,  including  Beijing. 

And  9  in  South  America. 

Naturally,  for  world  travelers, 
convenience  is  important,  but  it  is 
service  that  has  earned  Swissair  its 
worldwide  following.  Travelers  who  fly 
with  us  once  fly  with  us  again  because 
they  know  even  though  destinations 
change,  the  service  doesn't. 

There  are  airlines  in  this  world  that 
are  bigger.  But  chances  are,  there  is  no 
airline  in  this  world  that  is  better. 

Swissair.  We 'd  like  to  prove  it  to  you. 

Swissair  departs  worldwide  from 
New  York,  Boston,  Chicago,  Toronto 
and  Montreal. 

Call  Swissair  or  your  travel  agent. 

Swissair^ 


Faces 

BehindThe  Figures 


Ex-SEC  Chairman  Williams 
Grabbing  off  a  plum. 


the  lavish  Getty  museum  which  opened 
in  1974  in  Malibu.  Says  Williams:  "I 
think,  when  you  see  what's  happening  to 
government  funding  of  the  arts,  that  the 
Getty  will  make  the  most  significant 
single  contribution  to  the  arts  in  this 
decade — maybe  in  the  balance  of  this 
century." 

Any  power-loss  regrets?  "The  SEC  is 
not  an  easy  thing  to  walk  away  from," 
says  Williams.  "It  wasn't  just  an  isolated 
incident  in  my  life.  The  problems  were 
ones  I  cared  about,  and  I'll  continue  to 
speak  on  them." — Thomas  Baker 


The  secret  life 
of  James  Benham 

"I  am  not  -one  of  those  people  who  pre- 
dict the  collapse  of  the  banking  system," 
says  James  Benham  solemnly.  "I  am  one 
of  those  people  who  say  it  could  hap- 
pen." Not  surprisingly,  Benham's  $1.2 
billion,  ultraconservative  Capital  Preser- 
vation Fund  in  Palo  Alto,  Calif,  is  100% 
invested  in  U.S.  Treasury  securities. 

That's  by  day.  By  night,  Benham  and 
his  president,  Paul  Robertson,  and  the 
fund's  attorney,  Dent  Hand,  are  consid- 
erably looser  as  members  of  a  20-piece 
jazz  band  they  founded  called,  appropri- 
ately, Full  Faith  and  Credit.  Benham's 
fluegelhorn  player,  Ray  Brown,  used  to 
play  with  Stan  Kenton,  and  trumpeter 
Bob  Doll  played  with  Buddy  Rich.  Last 
year  the  band  cut  its  first  album,  featur- 
ing a  fluegelhorn  solo  by  Benham  on  a 
cut  entitled  "Fast  Bucks."  The  album  is 
now  number  25  in  airplay  on  the  coun- 
try's 700  jazz-format  radio  stations. 

"I  don't  want  to  be  messing  around 
with  anything  less  than  the  best-quality 
paper,"  says  the  45-year-old  Benham. 
His  original  Capital  Preservation  Fund  is 
60%  in  Treasury  cash  management  bills 
(securities  the  Treasury  offers  to  tide  it- 
self over  for  short  periods),  where  "the 
yield  is  far  juicier  than  for  the  T  bills," 
says  Benham.  The  rest  of  CPF  and  all  of 


CPF  II  are  in  repurchase  agreements, 
But  what  about  all  that  yield  he's  si 
ficing?  (In  the  fund's  last  fiscal  yeai 
return  was  10.91%.)  Says  Benr; 
"We're  trying  to  provide  safety  an| 
quidity  first.  Some  people  are  quite  s 
fied  to  have  their  money  in  the  safe 
Treasury  bills  regardless  of  the  rate) 
few  riffs  once  in  a  while  are  fine 
only  at  night. — Steven  Flax 


All  that  glitters 

Gordon  McLendon  is  trying  not  to 
into  his  radio  voice  as  he  describes 
investment  possibilities  of  the  nt 
script  gray  pebbles  in  his  hand,  but 
habits  die  hard.  "Titanium,"  he  int< 
in  his  rich,  deep  voice.  "Without  it, 
present  standard  of  living  would  be 
possible  to  maintain." 

Overstatement?  Perhaps.  But  Mc 
don,  59,  always  had  a  flair  for  the  drai 
ic.  After  making  his  name  and  fortur 
radio — first  in  the  Forties  and  Fiftie 
creating  historic  sportscasts  as  "The 
Scotchman,"  later  as  an  inventor  of 
40  formats — he  started  selling  his  L 
dio  and  TV  stations  in  1968.  Since  t 
he  has  been  figuring  out  how  to  get 
best  return  on  the  $100  million-plus  1 
brought  him. 

The  latest  answer:  metals — cod 
zinc,  titanium,  germanium,  anytl 
needed  by  industry.  Now  radio's  suf 
showman  is  metals'  supersalesman 
the  author  of  a  book  with  the  restrai 
(for  McLendon)  title  of  Get  Really  Rio 
the  Coming  Super  Metals  Boom.  "Gold 
silver  make  a  nice  insurance  policy 
aren't  essential  to  our  way  of  life,' 
says.  "Without  manganese,  you 
make  bits  to  drill  for  oil.  Without  alu 


Benham  of  Full  Faith  and  Credit 

All  that  jazz,  and  all  those  repos. 


McLendon.  daughter  Jan,  titanium  necklc] 
Heavy  metal. 
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6,500  insurance  brokers 
know  Guardsman  Life  as  the 
for  impaired  risk  insurance. 


source 


 S»«Q 


Four  of  them  might  know 
the  company  behind  it . .  .NLX 


NLT  Corporation.  We're  insurance,  broadcasting, 
entertainment,  real  estate  development,  data  processing, 
lodging,  and  more. 

Guardsman  Life  Insurance  Company  is  part  of  the  family. 
Headquartered  in  Des  Moinesf  Guardsman  enjoys  a 
national  reputation  for  innovative  leadership  in  providing 
insurance  programs  for  people  with  special  needs . . .  like 
those  who  have  had  by-pass  operations.  Guardsman's 
business  is  that  of  finding  ways  to  do  what  others  won't. 
And  doing  it  well. 

Guardsman  Life  is  an  important  part  of  NLT.  A  corpora^ 
tion  made  up  of  interesting  people  doing  interesting  things. 
And  always  doing  them  a  little  better  than  they're 
expected  to. 

You  never  heard  of  NLT?  Well . . .  keep  listening. 


More  than  you'd  expect! 


The  history  of  business  is  the  history  of  change. 

Now,  from  the  Bell  System,  a  tool  designed  to  alter  the  nature  of 

business  by  letting  you  change  the  shape  of  change. 


Dimension"  PBX  creates  new  communications  possibilities  for  an 
endless  variety  of  businesses,  by  providing  each  with  its  own  electronic  private 
branch  exchange.  Bell's  Horizon*  communications  system  offers  the  same  flexibility 
to  smaller  businesses. 

These  innovative  systems  from  Bell  break  with  the  past  by  bringing  the 
latest  in  advanced  communications  to  a  new  world  of  critical  applications— from 
reviewing  the  diets  and  health  records  of  hospital  patients  to  monitoring  room 
status  in  hotels  to  implementing  energy  management  programs  in  large  buildings. 

Each  system's  electronic  features  can  be  changed  by  you  in  seconds  to 
meet  your  changing  needs,  and  those  of  a  changing  technology. 

Your  Bell  Account  Executive,  an  industry  specialist,  is  ready  now  to 
discuss  the  application  that  meets  your  unique  needs. 

Put  our  knowledge  to  work  for  your  business. 


The  knowledge  business 


num,  try  making  an  airplane." 

With  Fluor  paying  $2.6  billion  for  St. 
Joe  Minerals  and  Sohio  paying  SI. 8  bil- 
lion for  Kennecott,  McLendon  is  right  in 
step  with  Wall  Street — maybe  a  step 
ahead.  But  buying  the  commodity  is  a  lot 
riskier  than  buying  the  stock  of  the  com- 
panies that  produce  it,  and  strategic  met- 
als are  rife  with  opportunities  for  small 
investors  to  get  burned.  McLendon  con- 
cedes as  much.  Until  March,  when 
Bache  began  offering  strategic  metals  to 
retail  clients,  the  only  way  to  trade  was 
to  deal  directly  with  brokers — who  often 
were  agents  of  the  mines.  Says  McLen- 
don, "Some  of  them  can't  even  spell  the 
names  of  the  metals  they're  selling." 

But  then,  why  should  anyone  take 
investment  advice  from  The  Old 
Scotchman?  Shrugs  McLendon,  "People 
ask  me  if  just  reading  up  qualifies  me  as 
an  economist.  I  figure  an  economist  is 
anyone  who  has  a  good  sense  of  the 
present  value  and  future  possibilities  of 
money." — Anne  Bagamery 

Full  steam 

Back  in  1978,  when  U.S.  shipyards  set- 
tled their  long  cost  overrun  disputes  with 
the  Navy,  Tenneco's  Newport  News 
Shipbuilding  subsidiary  could  have  col- 
lected up  to  $400  million  in  claims.  In- 
stead, it  settled  for  only  $200  million  and 
later  got  escalator  clauses  in  existing 
contracts  for  nuclear  aircraft  carriers  and 
submarines. 

That  has  kept  Newport  News'  rela- 
tions with  the  brass  smooth  and  Navy 
work  profitable.  In  March  it  paid  off:  the 
Navy  awarded  a  $1.3  billion  contract — 
equal  to  over  one-third  of  current  back- 
log— for  three  new  Los  Angeles-class  nu- 
clear submarines.  The  contract  was 
awarded  without  competitive  bidding  so 
the  Navy  could  make  sure  that  General 
Dynamics  Corp.'s  Electric  Boat  division 
of  Groton,  Conn.,  the  only  other  builder 
of  that  class  of  subs,  would  not  get  it  (see 
p.  199). 

When  Edward  Campbell,  Newport 
News'  53-year-old  president,  took  com- 
mand of  the  95-year-old  yard  in  January 
1979,  it  was  listing  badly.  Return  on  av- 
erage net  assets  in  1978  was  a  scant  3%; 
pretax  income  was  only  $14  million  on 
revenues  of  $733  million.  As  it  turned 
out,  though,  Campbell  was  in  the  right 
place  at  the  right  time;  in  his  first  year, 
return  on  assets  climbed  to  8%  and  in- 
come jumped  to  $33  million  on  about  the 
same  revenues. 


Newport  News'  Campbell 
Peace  is  wonderful. 


Luck?  "This  is  a  cyclical  business,  but 
the  cycle  didn't  have  anything  to  do  with 
this  result,"  snaps  Campbell.  "We  just 
decided  we  wouldn't  go  after  any  more 
unprofitable  contracts." 

For  one  thing,  this  meant  getting 
out  of  building  unprofitable  commer- 
cial ships  for  now,  despite  a  $250 
million  yard  expansion  completed 
only  five  years  before.  Since  then, 
Newport  News  has  concentrated  on 
what  it  can  do  better  than  anything 
else — Navy  shipbuilding  and  military 
and  commercial  repair  and  rebuilding. 
March's  contract  was  some  billion- 
dollar  icing  on  the  cake, — Jon  Schriber 

Ars  gratia  pecuniae 

As  a  freelance  researcher  12  years  ago, 
Judith  Selkowitz  was  asked  to  evaluate  a 
"Raphael"  that  a  collector  was  planning 
to  buy.  She  spotted  it  as  a  phony,  saved 
her  colleague  $2  million  and  decided  to 
go  into  the  art  consulting  business. 

It  has  been  profitable.  Through  Judith 
Selkowitz  Fine  Arts,  Inc.  the  former  Ful- 
bright  scholar  has  such  clients  as  Citi- 
bank, Atlantic  Richfield  and  IBM  for 
whom  she  provides  anything  from  cafete- 
ria posters  to  "total  art,"  top  to  bottom,  for 
a  50-story  skyscraper  at  fees  up  to  $75,000. 

Good  art  doesn't  come  cheap  these 
days.  The  total  cost  of  acquiring  "decent 
art"  for  the  average  executive  floor  is 
now  $30,000  to  $50,000  per  30,000 
square  feet,  Selkowitz  says.  A  single  good 
watercolor  runs  $1,000;  well-known  con- 
temporary artists  like  David  Hockney 
command  $50,000  and  up  per  painting. 

Is  it  worth  it?  Occasionally  it's  a  good 
investment.  Ms.  Selkowitz  cites  the  ex- 
ample of  a  Helen  Frankenthaler  painting 


she  got  for  a  client  for  $15,000  six  y 
ago.  It  is  now  worth  $45,000.  In  ana 
case,  a  $7,000  Fairfield  Porter  has  so 
in  value  to  $70,000  in  just  seven  yi 
Those  windfalls  are  few  and  far  betw 
though,  so  Selkowitz  doesn't  push 
investment  angle.  Neither,  she  po 
out,  are  the  tax  advantages  of  a  j 
corporate  art  collection  substantial, 
less  the  company  plans  eventually 
donate  it  to  a  museum. 

Instead,  according  to  Selkowitz, 
biggest  attraction  of  expert  advice 


Art  consultant  Selkowitz 
No  phony  Raphaels. 
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1HE0RY 

A  top  international  bank  must 

offer  local  coverage 

as  well  as  worldwide  reach. 


REALITY 

In  the  Asia/Pacific  region, 
Continental  Bank  has  a  network  of  11 
offices  in  9  countries,  linked  to  major 
money  markets  around  the  world. 

For  years,  our  Asia/Pacific  network  has  provided 
the  Continental  banker  with  the  flexibility  to  meet 
specific  needs  from  country  to  country.  This  link 
in  our  worldwide  network  ensures  comprehensive 
international  capabilities.  It's  what  you 
expect  from  a  top  international  bank. 
Af  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


Argentina  -  Australia  -  Austria  •  Bahamas  •  Bahrain  ■  Belgium  -  Brazil  -  Canada  -  Colombia  -  France  -  Greece  -  Hong  Kong  -  Indonesia  -  Italy  -  Japan  Kenya  -  Korea 
Lebanon  ■  Mexico  -  The  Netherlands  -  Nigeria  -  The  Philippines  -  Singapore  -  Spain  ■  Switzerland  ■  Taiwan  ■  Thailand  -  United  Kingdom  -  Venezuela  -  West  Germany 
United  States  -  Chicago  ■  New  York  -  Los  Angeles  ■  Houston  -  Dallas  -  Miami  ■  Cleveland  •  San  Francisco  ■  Denver 


that  "we  tell  a  client  if  something  is 
overpriced.  If  you're  spending  that  much, 
it's  nice  to  know  that  it's  worth  the 
money." — Carol  E.  Curtis 

Enough  is  not  enough 

Ever  wonder  why  these  are  such  palmy 
days  for  the  lawyers?  Consider  the  11- 
year-old  "dumping"  suit  brought  in  fed- 
eral court  by  Zenith  Radio  Corp.  and 
National  Union  Electric  Corp.  against  22 
Japanese  electronics  companies  (as  well 
as  U.S.  companies  Sears  and  Motorola). 

So  far,  the  case  has  involved  literally 
tens  of  millions  of  documents  and  hun- 
dreds of  thousands  of  pages  of  legal 
briefs,  including  a  17,000-page  final  pre- 
trial statement  by  the  plaintiffs.  Seven 
judges  have  presided  over  it  at  various 
times — two  of  whom  died  during  the 
proceedings. 

All  that  was  just  the  warm-up.  Believe 
it  or  not,  the  case  has  yet  to  go  to  trial. 

Nor  will  it,  if  U.S.  District  Judge  Ed- 
ward R.  Becker  of  Philadelphia  has  his 
way.  In  a  decision  Mar.  27  (that  itself  ran 
to  587  pages),  Becker  said  Zenith  and 
National  Union  had  not  even  proven  the 
case  was  worth  trying.  "The  plaintiffs 
have  buried  us  in  an  avalanche  of  paper," 
complained  the  exasperated  judge.  "But 
they  still  have  not  shown  any  significant 
probative  evidence  of  a  [dumping]  agree- 
ment." Apparently  what  they  did,  the 


OTIC's  Roberto  Riva  (\eh)and  Giorgio  Ixiurenti 
A  display  of  good  timing. 


judge  said,  was  to  extract  "whatever 
could  be  construed  as  suspicious"  from 
millions  upon  millions  of  documents 
copied  and  inspected  in  nine  solid  years 
of  pretrial  discovery. 

Enough,  though,  is  apparently  not 
enough.  Zenith  is  appealing  what  it  calls 
Becker's  "flagrant  error."  The  case  may 
well  go  on  and  on. — Jay  Gissen 

"You  want?  Tou  don't  want?" 

"In  this  country,  the  good  properties  go 
very  fast,"  says  Italian-born,  New  York- 
based  Giorgio  Laurenti,  35.  "Much  busi- 
ness is  done  on  the  telephone,  right 
away.   'You   want?   You   don't  want? 


U.S.  District  Judge  Edward  R.  Becker 
On  and  on  and  on. 


Good-bye.'  But  in  Europe  investors 
to  ponder  for  months." 

That  presented  a  problem  when 
renti  and  Roberto  Riva,  41,  set  up  she 
the  U.S.  in  1974  as  OTIC  Corp.  (C 
seas  Trust  Investment  Capital)  to  s| 
out  American  real  estate  for  foreign 
vestors.  At  first  they  were  advisers  ] 
small  commission,  dependent  on 
renti's  contacts  and  a  friendly  S1 
bank.  But  the  swift  pace  of  U.S.  busil 
passed  them  by  so  often  while  their 
ropean  clients  were  thinking  it  overt 
the  partners  hit  on  the  logical — and  \ 
itable — solution:  They  started  buying 
most  likely  properties  themselves, 
ting  10%  down,  benefiting  from  the 
day  delay  until  closing  and  then  carr 
the  properties — on  borrowed  mone 
necessary — until  they  got  a  yes  fl 
overseas.  Since  1974  they  have  "f lipp 
about  a  quarter  of  a  billion  dollars'  wl 
of  real  estate. 

Now  the  time  may  have  come  foil 
other  display  of  good  timing.  Ask  1 
renti  about  new  money  policies  in  WI 
ington:  "Ah!  That  is  very  interest 
Our  clients  can  now  put  their  money 
Swiss  bank,  where  it  can  earn  high  rr 
ey  market  returns  without  being  taj 
That  is  difficult  to  compete  with, 
have  to  become  very  creative." 

Creative?  OTIC  has  bought  a  sql 
mile  of  raw  land  in  Boca  Raton  and 
acres  in  the  free  trade  zone  near  Miai 
airport  for  development  and  sale  as  bij 
ing  lots — to  American  builders.  Such 
bitious  undertakings  need  lots  of  ma 
and  years  to  work  out,  an  odd  moM 
you're  waiting  for  a  temporary  air  po« 
in  overseas  business  to  pass.  Not  so  o 
though,  if  the  air  pocket  threatens  M 
permanent. — Harold  Seneker 
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Find  out  how  Qeech  can  deliver  more  than  an 
airplane  to  solve  your  company  s  travel  problems. 


It's  getting  harder 
nd  harder  to  go  fewer  and  fewer 
ilaces  on  the  airlines. 

And  company  cars  show  you 
more  road  than  results. 

Business  travel  is  a  bigger  prob- 
em  today  than  ever  before.  But 
here  is  a  solution. 

Your  own  Beechcraft  can  solve 
/our  travel  problems  practically  and 
rofitably.  You  plan  your  travel 
around 
business, 
not  vice 
versa. 

You  fly 
direct  to  all 
the  destina- 
tions the  air- 
lines serve 
plus  literally 
[thousands  that  they  don't. 

And  your  most  valuable 
Iresource,  qualified  management,  can 
be  there,  when  and  where  you  need 
tthem. 

The  benefits  are  obvious.  But 
{even  more  than  solving  travel  prob- 
lems, Beech  delivers  an  organization 

fThe  Pressurized  Beechcraft  Duke  carries  six  in 
i  cabin  class  comfort  and  quiet  at  over  280  mph. 


dedicated  to  simplifying  airplane 
ownership  and  operation. 

It  all  starts  with  your  free 
Management  Guide.  It's  loaded  with 
information  to  help  you  make  a 
decision  about  a  Beechcraft.  A  book 
of  facts.  A  Capital  Recovery  Guide 
to  show  you  the  net  capital  cost  of 
ownership.  And  much  more. 

It  extends  through  the  network 
of  Beechcraft  Aviation  Centers, 
staffed  with  aviation  professionals. 
They'll  provide  anything  you  need, 
from  an  airplane,  to  a  qualified  pilot, 
to  complete  maintenance  support. 

But  the  ultimate  simplicity  of 
ownership  comes  from  the  incompa- 
rable quality  of  a  Beechcraft.  Quality 
that  translates  into  reliable  opera- 
tion, fuel  efficiency,  lasting  value 
and  a  ready  resale  market. 

Want  to  find  out  more?  It's 
simple. 


The  Beechcraft  Baron  58  carries  six  up  to 
1200  miles  at  over  230  miles  an  hour. 


Send  for  your  free  1981  kit. 

Write  us  on  your 
company  letterhead, 
and  we'll  send  you 
everything  you  need 
to  make  an  initial 
decision  on  the  profitable  use  of  a 
Beechcraft  in  your  company.  Write  to: 
Beech  Aircraft  Corporation, 
Dept.  KA,  Wichita,  Kansas  67201. 
If  you'd  rather  call,  call  collect  and  ask 
for  Dick  Schowalter,  Jr.  316-681-7072. 
I  i 

«5  Member  General  Aviation  Manufacturers  Association 


Be  there  in  a  Beechcraft. 


Personal 
Affairs 


Kdited  By  William  (i.  Flanagan 


Haven  help  us 

The  U.S.  Treasury  Department  is 
becoming  increasingly  antsy  about 
corporations  and  individuals  squir- 
reling cash  offshore  to  avoid  taxes.  "It  is 
clear  that  the  use  of  tax  havens  by  U.S. 
taxpayers  is  significant  and  is  growing," 
states  a  recent  Treasury  Department  re- 
port entitled  "Tax  Havens  and  Their  Use 
by  U.S.  Tixpayers." 

The  report  points  out  that  there  are 
scores  of  schemes  being  peddled 
throughout  the  country,  which  purport 


tricks  to  obtain  data  on  taxpayers  using 
foreign  havens  to  hide  money.  Agents 
have  monitored  mail  from  Switzerland, 
for  example,  to  find  U.S.  taxpayers  with 
numbered  accounts  there.  (They  traced 
the  mail  delivered  to  the  U.S.  Post  Office 
by  the  postage  meter  codes  used  by  the 
Swiss  banks.)  In  the  first  instance,  of 
some  8,500  taxpayers  using  Swiss  ac- 
counts, 168  were  selected  for  audit.  The 
audits  resulted  in  $2  million  being  as- 
sessed in  taxes  and  penalties — but  most 
of  that  was  not  attributable  to  the  foreign 
bank  accounts.  (In  fact,  they  discovered 
that  only  about  one-fifth  of  the  taxpayers 
used  the  Swiss  accounts  as  depositories 
for  unreported  income.)  No  prosecutions 
resulted.  A  subsequent  "mail  watch" 
identified  another  21,500  taxpayers  with 
Swiss  accounts,  but  the  IRS  decided  not 
to  instigate  audits. 

The  "Bahamas  Project/'  "Operation 
Tradewinds,"  and  "Project  Haven"  were 
other,  more  successful  snoop  projects 


to  be  "legal"  means  of  funneling  cash 
offshore.  Some  involve  "double  trusts," 
or  elaborate  loan  schemes  involving 
banks  or  corporations  set  up  in  the  Baha- 
mas, the  Cayman  islands,  or  elsewhere. 
(There  are  16  countries  classified  as  tax 
havens,  ranging  from  Antigua  to  Swit- 
zerland.) If  you  are  contemplating  setting 
up  an  offshore  tax  haven,  here  are  some 
things  to  bear  in  mind,  gleaned  from  the 
235-page  study. 

•  No  matter  how  foolproof  or  legal  the 
tax-haven  scheme  sounds,  it's  probably 
not  valid  in  the  eyes  of  the  IRS.  If  the 
agency  finds  out  about  it,  and  can  get  the 
appropriate  data  together,  it's  highly  un- 
likely that  the  scheme  will  hold  up. 
Notes  Richard  L.  Kaplan,  an  assistant 
professor  of  law  at  the  University  of  Illi- 
nois and  an  expert  on  international 
taxes,  "If  the  IRS  finds  out  about  any 
given  scheme,  it  already  has  the  statu- 
tory authority  to  act.  Most  of  the 
schemes  don't  work  at  all." 

•  The  IRS  is  not  above  using  dirty 


where  paid  informants  were  used  to  get 
data  on  taxpayers  using  offshore  ac- 
counts. Hundreds  of  criminal  prosecu- 
tions resulted.  In  one  instance,  the  brief- 
case of  a  Bahamian  bank  official  in  Mi- 
ami was  snatched  and  its  contents 
photocopied  while  he  was  being  enter- 
tained by  a  female  informant.  Included  in 
the  documents  were  the  names  of  U.S. 
clients  of  the  bank.  Investigations  and 
criminal  actions  followed.  The  courts 
ruled  that  the  defendants'  rights  had  not 
been  violated. 

•  Most  offshore  tax  schemes  go  unde- 
tected. It  is  difficult  for  the  IRS  to  trace 
many  of  them.  And,  even  if  the  agency 
discovers  them,  "they  can't  get  any  in- 
formation because  they  are  located  in  the 
Cayman  islands  or  elsewhere,  and  the 
countries  will  not  allow  the  records  out," 
says  Kaplan. 

•  The  Treasury  is  contemplating  truly 
draconian  measures  against  havens,  even 
though  it  already  has  plenty  of  statutory 
ammunition.  Its  problem  has  been  in 


securing  data.  "It  is  difficult,  if  no 
possible,  to  obtain  admissible  evid 
connecting  the  U.S.  taxpayer  win 
income  item  in  (tax  haven)  cases," 
the  report.  Some  of  the  more  dt 
measures  being  considered  include: 
hibiting  U.S.  banks  from  condu 
business  in  a  designated  tax  haven; 
hibiting  U.S.  airlines  from  flying 
designated  tax  haven;  treating 
made  to  U.S.  taxpayers  from  desigi 
tax  havens  as  ordinary  income. 

•  For  individuals  with  legitimat 
come,  the  advantages  of  tax  havens 
be  questionable.  "I  compare  it  tc 
younger  woman,"  says  Kaplan.  "Tht 
who  has  made  it  considers  the  y 
woman,  or  a  tax  shelter,  as  one  o 
accoutrements  of  success.  The  fact 
the  tax  rate  is  no  longer  70%  is  not  ji 
to  stop  him.  So  long  as  the  tax  ra 
over  zero,  there's  incentive." 

Moral:  If  you  are  interested  in  at 
shore  haven,  go  through  the  Tre* 
Department's  recent  report.  It  may 
cool  your  ardor — or  at  least  let  you  V 
where  the  dangers  lie. 


The  ultimate  desk 

If  you  are  like  most  executives, 
would  sooner  part  with  your 
teeth  than  that  favorite  desi 
yours.  But  take  a  good  look  at  it 
probably  easy  on  the  eyes,  makes  a 
statement  about  you,  but  is  the  dar 
thing  really  functional  for  the  1980s 
Bruce  Burdick,  a  San  Francisco-t 
designer,  recognizing  that  electi 
equipment,  not  quills,  inkwells  ant 
per,  are  the  tools  of  the  modem  e* 
tive,  set  out  several  years  ago  to  ere 
modern,  functional  piece  of  office  fi 
ture  that  would  suit  today's  mana 
The  result  is  a  bit  jarring,  and  a  fa: 
from  the  Louis  XIV  model  that  may 
been  your  aspiration. 

"This  desk,"  says  Burdick,  "repres 
the  difference  between  a  good  pa 
running  shoes  and  a  pair  of  old  sneai 
It's  a  piece  of  performance  equipme 
workbench  for  knowledge  workers." 

The  design,  which  cost  the  mani 
turer,  Herman  Miller  Inc.,  $500,00 
develop,  is  strikingly  simple,  even 
ingly  so.  One  or  more  highly  poll 
hollow  aluminum  beams  form  the  b 
bone  of  the  "workbench."  Surfaces 
trays  are  cantilevered  above  or  belov. 
beam.  Wires  for  the  electronic  cor 
nents  are  easily  tucked  on  the  undei 
of  the  beam.  The  various  stands, 
tops  and  conference  table  tops  snap  ■ 
the  beam  almost  any  way  you  want, 
know  of  at  least  20  ways  of  puttir 
together,"  says  Burdick.  "It's  like  a  i 
er  large  erector  set." 

The  beams  come  in  10-,  7-  and 
foot  sections  and  can  be  placed  in  T, 
L  shapes  to  suit  your  own  work  he 
and   environment.   The  average 
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Palmer  and  Rolex.  Masters  of  style. 


There's  that  magic 
moment  in  the  quiet 
hush,  the  dimpled  ball 
poised  proudly  on  its 
tee.  Then  a  sudden  blur 
of  concentrated  force 
cracks  and  the  streak  of 
white  arcs  downcourse, 
lofts  long  and  straight, 
bounces  once,  twice, 
and  rolls  to  a  precision 
stop.  Then  there's  the 
famous  grin,  the  squint, 
the  cant  of  the  head . . . 
no  one  else  plays  the 
game  quite  like  Arnold 
Palmer. 

It's  more  than  the 
multiple  championships 
in  the  Masters,  the 
U.S.  Open,  the  British 
Open,  the  Ryder  Cups  or  the  Player  of 
the  Year  awards.  It's  more  than  the 
private  jets,  the  lucrative  entrepreneurial 
ventures  and  the  television  commentary. 


It's  style.  The  Palmer 
style.  The  no-less- 
than-heroic  play.  No 
single  person  has 
done  more  to  move 
golf  from  the  elite  to 
the  masses.  Arnie's 
Army  is  no  misnomer. 
His  fans  are  legion  and 
he  is  legend;  he's  rein- 
forced his  reputation 
every  step  of  the  way. 

Like  the  Rolex  he 
wears ...  a  testament 
to  style,  to  endurance, 
to  timeless  value.  A 
statement  of  true 
craftsmanship.  Hand- 
made step  by  step  from 
a  solid  block  of  gold 
or  stainless  steel,  there 
will  never  be  another  watch  remotely 
like  a  Rolex.  And  Mr.  Palmer? 
We're  certain  he's  equally  secure. 

W 

ROLEX 


Write  for  brochure.  Rolex  Watch,  U.S.A..  Inc. .  Dept.  276.     Rolex  Building,  665  Fifth  Avenue,  New  York.  N  Y  10022. 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 
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ranges  from  $2,300  to  $4,400-plus,  de- 
pending on  the  configuration  and  types 
of  surfaces. 

Burdick's  desk  allows  room  for  CRT 
terminals,  personal  computers,  calcula- 
tors, dictation  equipment,  telephones, 
microfiche  viewers  and  reading  stands. 
Burdick  has  also  allowed  for  a  moderate 
amount  of  hook  and  paper  shuffling,  as 


well  as  a  stand  for  a  plant  or  two. 

"One  area  in  front  can  be  for  the  morn- 
ing mail,"  says  Burdick.  "Behind,  you 
might  put  a  project  table  for  stuff  that 
gets  attention  only  a  half  hour  a  day,  and 
can  be  Left  sprawled  open.  The  idea  is  to 
expose  what  you  are  working  on,  not  get 
into  this  m-thc-drawer,  clean  desk  situa- 
tion. That's  just  not  reality."  • 

Production  of  the  desks  began  last 
month,  and  Burdick  says  that  manufac- 
turer Herman  Miller  will  ship  some 
5,000  desks  in  1981  alone.  Waiting  time, 
at  present,  is  at  least  two  months. 

Burdick  admits  that  few  top  CEOs 
seem  eager  to  part  with  their  massive, 
outdated  symbols  of  power  and  status 
just  yet.  "But  there  is  a  minority  who  are 


destined  .  .  .  ,"  says  Burdick.  "I  thin  j 
are  designing  for  them." 

Another  electronic  desk,  unrelaul 
Burdick's  and  more  conventional 
style,   is  available  from  Hammacl 
Schlemmer,  the  N.Y.-based  store  spe| 
lzing  in  offbeat  and  expensive 
Billed  as  the  "ultimate  executive  des| 
home  or  office,"  it  comes  complete 
burled  elm  top,  sunken  color-TV  set, 
phone  and  index,  call  button,  digital! 
culator  and  clock,  AMTM  radio  andl 
sette  player,  sharpener,  paper  shrel 
and  cigarette  lighter — among  other  [ 
gets.  For  further  information  writfl 
Hammacher  Schlemmer,  145  East 
Street,  New  York,  N.Y.  10022.  Co| 
$8,950.— Gerald  Odening 


Bruce  Burdick'  at  the  ' desk  he  designed 

Room  for  electronics,  the  mail,  long-term  projects,  and  a  plant.  Clutter  is  in. 


"Outward  bound" 
with  a  .45 

As  the  number  of  violent  acts 
against  businessmen  has  in- 
creased— and,  according  to  the 
Conference  Board,  "terrorist  actions 
against  corporate  victims  are  showing  an 
alarming  upward  spiral" — more  and 
more  are  seeking  professional  training  in 
how  to  protect  themselves  and  their 
families.  Regrettable?  Maybe.  But  the 
number  of  schools  that  cater  to  such 
executive  trade  is  rising.  Their  stated 
purposes  are  to  better  equip  individuals 
to  defend  themselves,  to  avoid  potential- 
ly dangerous  situations,  to  administer 
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first  aid  and  to  learn  evasive  driving 
techniques. 

Forbes  recently  paid  a  visit  to  one  of 
the  oldest  and  largest  of  these  schools,  to 
get  an  idea  of  who  runs  them,  what  is 
taught  and  how  they  operate.  It  is  called 
Cobray.  The  biologically  impossible 
name — combining  the  cobra  and  the  mo- 
ray  eel — tells  something  about  the 
school.  It's  more  like  a  military  training 
camp,  and  it  borders  on  the  wacky. 

Cobray  is  headquartered  on  66  rolling, 
wooded  acres  about  25  miles  northwest 
of  Atlanta,  in  the  community  of  Powder 
Springs.  And  it  is  no  executive  holiday 
camp.  At  $300  per  day,  during  the  ten- 
day  basic  training  period  students  are 


instructed  in  the  use  of  shotguns,  h 
guns  and  rifles.  They  are  taught  ho1 
run  a  roadblock  and  make  a  "bootle 
turn"  at  the  wheel  of  a  car,  how  to  p 
a  knife  thrust  or  a  swipe  with  a  brc 
beer  bottle,  how  to  look  for  danger 
how  to  be  prepared  to  meet  it.  The  f 
aid  training  covers  such  things  as  set 
a  broken  leg,  administering  heart  r 
sage  in  case  of  heart  attack  and  helpi 
choking  victim.  There  is  also  instruc 
in  the  basics  of  defending  your  he 
coping  with  kidnappers'  demands 
dealing  effectively  with  law-enforcen 
officials. 

Cobray's  founder,  Mitchell  L.  Wer 
HI,  began  his  career  with  the  OS' 
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World  War  n,  operating  in  the  India- 
China-Burma  theater.  He  was  later  ac- 
tive in  a  number  of  clandestine  oper- 
ations in  Latin  America,  Korea  and  Indo- 
china. Co-owner  Ed  Wandel  fought  with 
the  U.S.  Marines  in  Vietnam  and  in  the 
cavalry  unit  of  the  Rhodcsian  army  un- 
der the  Ian  Smith  government.  Another 
instructor,  Colonel  Morgan  Smith,  a  re- 
tired Army  officer,  developed  the  Special 
Forces'  unconventional  warfare  school  in 
Panama.  Students  dress  in  camouflage 
fatigues,  address  their  instructors  by 
military  titles  and  spend  considerably 
more  time  on  weapons  training  than  on 
other  facets  of  instruction. 

"Some  90%  to  95%  of  our  students  are 
professional  people,"  Wandel  says,  list- 
ing on  their  application  forms  such  occu- 
pations as  physician,  attorney,  business- 
man and  executive. 

But  the  class  that  went  through  the 
basic  course  early  last  month,  as  it  hap- 
pened, contained  no  identifiable  execu- 
tives. ("Atypical,"  Wandel  said.)  Of  the 
all-male  class  of  ten,  ranging  in  age  from 
the  mid-twenties  to  the  late  forties,  four 
were  police  officers,  one  was  an  armored- 
car  driver,  one  a  courier,  one  a  quasi- 
bodyguard  and  one  listed  his  occupation 
as  retired.  Two  asked  not  to  be  identified 
even  by  occupation.  Only  one  of  the  class 
members  was  a  veteran. 

All  told,  Cobray  says  it  graduates  about 
120  persons  a  year  from  its  basic  courses, 
another  100  or  so  from  its  police  courses 
and  about  75  a  year  from  the  advanced- 
weapons  courses. 

In  return  for  the  $3,000  fee,  the  stu- 
dent receives  the  instruction,  practically 
all  the  ammunition  he  can  fire  (no  minor 
item  at  today's  costs),  the  agony  of  stiff 
muscles,  mosquito  and  chigger  bites,  and 
camaraderie.  Since  Cobray  does  not  offer 
lodging  or  meals,  except  for  lunch  usually 
eaten  on  the  run  between  classes,  most 
of  the  students  pair  off  to  share  rooms  in 
nearby  motels. 

Classes  begin  early  and  run  late,  usual- 
ly until  dark  or  later.  By  the  time  the 
students  finish  the  course,  they  have  the 
cohesiveness  of  a  Marine  platoon  that 
has  just  survived  Parris  Island. 

Not  surprisingly,  schools  like  Cobray 
have  their  critics.  They  have  been  ac- 
cused of  being  training  grounds  for  mer- 
cenaries, domestic  and  foreign;  and  for 
giving  succor  and  expertise  to  such  ex- 
tremist groups  as  the  Ku  Klux  Klan.  Co- 
bray vehemently  denies  such  allegations. 
Cobray  is  also  criticized  for  its  flat  insis- 
tence that  a  gun  is  a  businessman's — and 


businesswoman's — best  protection.  The 
average  businessman,  critics  point  out, 
needs  to  know  a  lot  more  about  defense 
and  avoidance  tactics  than  he  does  about 
stalking  an  enemy  or  handling  automatic 
rifles. 

If  Cobray's  Mickey  Mouse  military  en- 
vironment and  preoccupation  with 
weapons  are  excessive,  some  specific 
survival  tips  make  sense: 

•  On  traveling.  If  flying  first  class,  sit 
as  far  to  the  front  as  possible,  on  the  left 
side — nearest  the  exit.  In  the  back  of  the 
plane,  sit  over  the  wing.  In  the  event  of 
an  emergency  landing,  keep  your  feet  off 
the  floor,  despite  what  the  flight  atten- 
dants advise.  Airline  seats  can  break 
loose  and  you  want  to  avoid  broken  legs. 
When  checking  into  a  hotel,  ask  for  a 
lower  floor  with  a  room  near  a  fire  exit. 


as  well  as  self-protection.  Among 
are  Burns  International  Security 
vices,  Briarcliff  Manor,  N.Y.  and  I 
School  of  Defensive  Driving,  Sc 
ville,  Mass. — Kenneth  F.  Englade 


Cobray  student  during  shotgun  training 
Out  of  pinstripes,  into  fatigues. 

•  On  first  aid.  Learn  cardiopulmonary 
resuscitation.  It's  as  useful  in  a  board- 
room as  on  a  battlefield. 

•  On  handling  a  car.  Always  use  seat 
belts — not  only  in  case  of  a  crash,  but  to 
help  you  stay  behind  the  steering  wheel 
in  order  to  handle  the  car  better  during 
defensive  maneuvers.  Beware  of  hand- 
prints or  fingermarks  around  the  hood 
area  and  rocker  panels  so  you  can  deter- 
mine if  someone  opened  the  hood  or 
slipped  under  the  car. 

•  On  avoiding  kidnapping.  If  you  are 
driving  and  think  you  are  being  followed, 
proceed  at  a  normal  speed.  At  a  conve- 
nient point,  make  a  sharp  180-degree 
turn,  jumping  medians  if  necessary,  and 
speed  off  in  the  opposite  direction.  Or  if 
there  is  a  suspicious-looking  roadblock 
ahead  of  you,  turn  around  and  drive  the 
other  way. 

There  are  a  number  of  security  firms 
that  teach  defensive  driving  techniques 


All  in  the  family 

Shirtsleeves  to  shirtsleeves  in 
generations  is  the  saga  of  i 
family-owned  businesses.  Th« 
son  is  that  often  the  genius,  the  lu 
the  sheer  determination  of  the  founi 
not  necessarily  transmitted  to  wife, 
or  grandsons.  There  can  be  a  fatal  la 
managerial  talent  at  the  top  and  the 
pany  eventually  founders. 

Rene'  Plessner  runs  an  executiv 
cruiting  company  that  finds  execu 
specifically  for  family-owned  busine 
He  recently  completed  a  survey  ol 
hiring  practices  of  such  firms.  The 
those  family  companies  go  about  fir 
talent,  what  they  look  for,  how 
compensate  and  how  successful  the 
in  their  hiring — all  these  differ  fron 
experiences  of  nonfamily  compani 
you  are  in  a  family  business,  or  are 
templating  joining  one,  the  hndin 
Plessner 's  study  should  prove  usefu 
First  of  all,  when  it  comes  to  rec 
ing,  family  companies  are  much 
likely  to  use  newspaper  ads,  friend; 
employment  agencies  than  nonfa 
companies  (which  are  much  more  a 
promote  from  within)  and  also  tC 
executive  search  firms.  Implied  he 
that  family-owned  companies  are 
disciplined  in  hiring,  less  scien 
Newspaper  ads,  which  are  generally . 
resort,  are  not  very  efficient  and  are 
by  nonfamily  companies  in  only  a 
43  cases  out  of  100.  But  to  find 
blood,  families  will  take  to  the  pape 
83  cases  out  of  100. 

Which  recruiting  methods  pay 
best?  It  should  come  as  no  surprise  i 
those  suffering  next-in-lines  that  s 
ping  at  home,  promoting  right 
within  the  company,  is  the  best  wj 
go.  Both  family  and  nonfamily  coi 
nies  in  Plessner's  survey  indicated 
in-house  recruiting  proved  the  most 
cessful  method  in  the  long  run. 

What  are  the  pros  and  cons  of  won 
for  a  family-run  company?  The  fai 
operations  feel  they  can  offer  se 
compensation  advantages.  One  is  b 
profit-sharing  and  other  perquii 
(most  commonly  a  car).  They  also 
that  there  were  certain  "environmei 
pluses  with  a  family-run  firm — nan 
more  decision-making  authority,  a 
ily  atmosphere  and  executive  longer 
The  nonfamily  business,  on  the  c 
hand,  has  it  all  over  the  family  busi 
when  it  comes  to  base  salary,  stocl 
tions  and  bonuses.  And  it  can  prov: 
more  professional  atmosphere  and  ge 
ally  a  better  location  for  work. 
What  do  businesses  look  for  i 
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>f  ines  First  Class 


Introducing  Royal  Ambassador  Service 


In  First  Class,  good 
isn't  good  enough. 
Be  it  the  service, 
the  comfort,  the  food  or  the 
drink,  the  very  least  you  should 
expect  is  excellence. 

That  said,  we  present  a  First 
Class  service  which  we  believe 
not  only  meets  that  standard,  but 
sets  it.  A  service  available  on  every 
transatlantic  and  transcontinental 
route  we  fly  as  well  as  selected 
shorter  domestic  flights. 

Royal  Ambassador  Service, 
from  TWA. 

A  better  class  of  seat. 

Consider,  if  you  will,  the  seats. 

You'll  find  our  newly  designed 
Royal  Ambassador  seats  are  more 
comfortable  than  ever. 


Our  new  747  Sleeper-Seat 
reclines  farther  than  ever  before. 


What's  more,  we've  installed  new 
Sleeper-SeatsSM  in  our  747's— 
seats  which  recline  farther  than 
ever.  Which,  naturally  enough, 
makes  falling  asleep  in  one  simpler 
than  ever. 

An  appeal  to  one's 
good  taste. 

While  sleeping  is  all  well  and  good, 
we  doubt  you'll  want  to  doze 
through  our  new  meal  service. 

On  international  flights,  for 
example,  there's  caviar  to  whet 
the  appetite.  And  to  fully  douse  it, 


a  choice  of  five  entrees  ranging 
from  Chateaubriand  with  sauce 
perigeaux  to  Lobster  Thermidor. 


Vintage  wines  from  California 
and  France.  An  impressive  array 
of  liqueurs,  cognacs,  cordials 
and  more. 

Nor  does  the  service  fall  short 
of  what's  being  served.  It's  very 
personal,  unharried  and,  like  our 
silver  and  china,  highly  polished. 

A  check-in  area  and 
a  lounge  to  call  your  own. 

At  TWA,  we  believe  the  one  truly 
rational  reason  to  fly  First  Class 
is  to  arrive  more  refreshed 
and  ready  for  business.  We  begin 
seeing  to  that  long  before  the 
flight  takes  off. 

In  most  airports,  there's  a 
special  Royal  Ambassador  desk 
to  speed  you  through  check-in  and 
a  special  lounge  for  transatlantic 
passengers  to  relax  in  before  the 
flight. 

So  call  your  travel  agent, 
corporate  travel  department  or 
TWA.  And  experience  for  yourself 
one  of  the  finer  things  in  flighty 

Royal  Ambassador^ 
Service,  from  TWA. 


You're  going  to  like 


Personal 
Affairs 


when  they  are  hiring?  Both  family  and 
nonfamily  businesses  cite  four  basic 
traits  as  most  important:  being  honest, 
being  a  self-starter,  having  "people 
skills"  and  communicating  well.  Beyond 
those  traits,  however,  the  family-owned 
company  also  weighs  heavily  company 
and  personal  loyalty  and  creative  skills. 
The  nonfamily  business  places  more  em- 
phasis on  analytical  skills  and  very  little 
on  personal  loyalty. 

The  rub  is,  however,  that  while  both 
types  of  companies  know  what  they 
want,  they  usually  don't  find  it.  Honest 
self-starters  who  communicate  well  and 
are  good  with  people  are  not  that  easy  to 
come  by.  Oddly  enough,  family-owned 
companies  reported  a  success  rate  of  only 
5%  when  it  came  to  the  desired  level  of 
honesty.  The  success  rate  was  only 
slightly  better  for  nonfamily  companies. 

If  you  work  for  a  family-owned  com- 
pany, what  are  your  chances  of  becoming 
a  board  member?  Slim.  The  boards  of 
such  companies  are  usually  small — five 
or  fewer  in  almost  half  the  cases,  seldom 
more  than  seven.  Most  nonfamily  com- 
panies— which  are  typically  public  com- 
panies— have  12  or  more  directors.  And 
family-owned  concerns  had  two  family 
members  on  the  board  in  44%  of  the 
cases;  three  or  more  in  45%  of  the  cases. 

Gracefully  done 

The  Americanization  of  Monte 
Carlo,  a  process  that  really  got  roll- 
ing a  quarter-century  ago  when 
Grace  Kelly  stepped  off  the  silver  screen 
and  on  to  the  throne  of  the  vestpocket 
fairyland  of  Monaco  continues  apace. 
But  now  it  is  American  games  of  chance 
that  have  enraptured  Monaco. 

American-style  gambling  has  been 
slow  coming  to  Monaco,  for  a  number  of 
reasons.  Operators  of  the  staid,  magnifi- 
cent belle  e'poque  casino  that  majestical- 
ly overlooks  the  Mediterranean  dared 
not  rankle  their  traditional  clientele  by 
permitting  loud,  polyestered  cowboys  to 
holler  home  that  "eighter  from  Deca- 
tur." In  the  casino's  heyday,  when  the 
titled  and  the  privileged  wore  evening 
dress  to  squander  fortunes  amassed  over 
generations,  the  loudest  sounds  heard 
were  the  clicking  of  the  chips  and  the 
clacking  of  the  roulette  ball. 

In  1975,  however,  gambling  in  Monaco 
underwent  a  rude  reawakening.  Loews 
opened  a  Hiltonesque  hotel  hard  by  the 
traditional  casino,  and  offered  strictly 
American  games  there — slot  machines, 


Exea  (tire  recruiter  Rene  Plessner 
Finding  talent  that  will  please  papa. 


blackjack,  craps  and  American-style  rou- 
lette (European  style  has  only  a  single 
zero  and  slightly  better  odds). 

While  the  traditionalists  sniffed  in  the 
hushed  salons,  Las  Vegas  went  on  next 
door.  Planeloads  of  Americans  invaded 
the  principality,  stuck  their  open-necked 
heads  in  the  doors  of  the  cathedral-like 
casino,  then  hustled  next  door  to  drop 
their  bucks  in  more  familiar  digs. 

Finally  the  management  of  the  casino, 
the  Socie'te'  des  Bains  de  Mer,  which  also 
runs  the  Hotel  de  Paris,  the  Hermitage, 
the  Sporting  Club,  etc.,  cracked.  They 
went  American  in  a  big  way,  while  still 
trying  to  preserve  the  best  European  tra- 
ditions. An  American  room  was  opened, 
and  English-speaking  croupiers  and  deal- 
ers hired  (some  came  from  the  Loews 
next  door).  The  entrance  fees  and  the 
need  to  show  passports  were  dropped. 
The  dress  code  was  relaxed — ties  are  no 
longer  required;  women  may  wear  slacks. 
And  the  craps  and  blackjack  tables  came 
out  of  the  inner  sanctums  and  into  a  mag- 
nificent, fin  de  siecle  salon.  Slot  machines 


Texas  belle  on  a  roll  at  Monte  Carlo  casino 
No  cherubim  fell  from  the  atrium. 


were  rolled  out  onto  the  Oriental  carp 

Through  all  this,  the  traditional  E 
pean  games  were  not  abandoned, 
were  the  requirements  for  play  rela 
The  European  Room  costs  a  few  franc 
enter,  there  is  a  dress  code  and  the  ac 
is  on  panto  banco ,  (rente  et  quarante, 
carat  and  European  roulette  tables. 

And,  of  course,  for  the  exceptional 
tor,  there  are  the  private  salons.  Oit 
reserved  for  international  wheeler-da 
Adnan  Khashoggi  and  his  entou 
whenever  his  yacht  pulls  into  the  har 

Much  to  management's  surprise, 
Americans  who  have  been  getting  t 
instant  lines  of  credit  at  the  casino 
about  an  hour  you  can  get  a  line)  have 
been  all  that  boorish.  No  terra  cotta  ch 
bim  have  been  knocked  from  the  atrii 

Most  recently,  the  government  e 
opened  its  arms  to  Texans;  the  arm 
Bal  de  la  Rose  was  themed  the  Yel 
Rose  of  Texas  Ball,  and  Houston  oil 
aires  jetted  over  just  for  the  fete. 

Now  the  Socie'te  des  Bains  de  Mer 
begun  offering  various  junkets  for  r. 
rollers  from  the  U.S.  Gamblers  who 
establish  credit  lines  of  $10,000 
$25,000  get  a  free  round-trip  plane  ticl 
plus  a  free  hotel  room  at  the  Hermit 
for  six  nights  and  some  meals.  If  y\ 
credit  line  is  between  $25,000 
$50,000,  you  will  get  one  ticket,  accfl 
modations  for  two  at  the  Hotel  de  P 
for  six  nights,  all  meals  and  beverage 
you  buy  a  second  airline  ticket,  its 
will  be  refunded  to  you  in  chips. 

If  you  establish  a  line  of  $50,000 
more,  you  get  one  first-class  or  Conca 
ticket,  plus  accommodations,  meals 
beverages.  The  cost  of  the  second  tic 
will  be  likewise  reimbursed  with  ch 
In  addition,  gamblers  can  tack  on  to  tt 
junkets,  at  additional  cost,  travel  and 
tel  packages  to  Paris,  Rome  and  Floren 

Bonne  chance' 
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AT  MARRIOTT  HOTELS, 
YOU'RE  WORTH  WAITING  FOR. 


With  an  American  Express  Card 
Assured  Reservation,  there's  a  room 
waiting  even  if  you  arrive  hours  late. 


Key  Bridge  Marriott  u 

comparable  hotel,  transportation  there,  and  a 
phone  call.  If  your  plans  change,  call  Marriott 
before  6  p.m.  (their  time)  to  get  a  cancellation 
number  so  you  won't  be  billed. 

Remember,  with  an  American  Express  Card 
Assured  Reservation,  you're  worth  waiting  for." 


The  hour's  late.  And  so  are  you. 

But  if  you  made  an  Assured  Reservation5" 
be  assured  Marriott  has  kept  a  room  waiting. 
No  matter  how  late  you've  kept  them  waiting 

There  are  more  than  85  Maniott  Hotels 
in  the  U.S.  Each  offers  the  right  location. 
The  right  kind  of  services.  And  all  the  right 
reasons  for  picking  a  hotel. 

To  make  an  Assured  Reservation  at  any 
Marriott,  just  call  toll-free  (800)  228-9290. 

So  make  sure  you  ask  for  an  Assured  Reser- 
vation.Then  if  your  room  isn't  available  when 
you  arrive,  Marriott  will  pay  for  your  room  at  a 

The  American  Express'  Card.  Don't  leave  home  without  it. 


The  higher  unemployment  gets, 
the  more  America  needs  small 
businesses,  like  Automata. 

Through  a  wide  range  of  financial 
and  business  services,  Control 
Data  helped  Automata  grow 
tenfold  and  create  150  new  jobs 
in  five  years. 

More  than  half  of  all  technological 
innovations  come  from  small  com- 
panies. They  also  provide  the 
greatest  number  and  diversity  of 
jobs,  including  positions  that  are 
important  for  minority  employment. 

So  when  Mohammed  El-Ezaby,  a 
young  Egyptian  entrepreneur  with 
a  fledgling  U.S.  company  four 
employees  and  an  idea  for  a  better 
electronic  printed  circuit  board 
applied  for  a  business  loan, 
Commercial  Credit,  the  financial 
services  arm  of  Control  Data,  was 
quick  to  respond. 

Since  then,  we  have  provided  an 
increasing  range  of  services  to  help 
Automata  become  an  established 
electronics  manufacturer  with  sales 
of  $8  million  and  more  than  150 

employees.  Through  a  revolving  credit  plan,  the  leasing  of  company 
cars  and  three  separate  equipment  loans,  Automata  has  been  able  to 
double  its  business  each  successive  year  without  putting  a  drain  on  cash 
flow.  And  recently,  when  Automata  needed  an  additional  $500,000  for 
expansion,  we  were  able  to  provide  an  SBA  guaranteed  loan. 

Today,  Control  Data  is  opening  Business  Centers  in  major  markets 
throughout  the  U.S.  to  provide  small  business  with  a  wide  range  of 
products  and  services.  For  a  reprint  of  an  address,  "Rebirth  of  Techno- 
logical Innovation  via  Small  Business"  by  Control  Data  Chairman  and 
Chief  Executive  Officer,  William  C.  Norris,  and  a  brochure  describing 
the  other  ways  we  are  addressing  society's  major  unmet  needs, 
write  to  Control  Data,  HQN11I,  RO.  Box  0,  Minneapolis,  MN  55440. 


/P  CV  CONTROL  DATA 
VSI CS  CORPORATION 


Addressing  society's  major  unmet  needs 


'Through  its  Business  Centers. 
Control  Data  provides  affordable 
solutions  to  the  problems  of  small 
businesses  so  vital  to  innovation  and 
jobs.  It's  another  example  of  how 
addressing  society's  major  unmet 
needs  is  good  business.  " 

E.S.  Sirbaugh,  President, 

Commercial  Credit  Services  Corporation 
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repressed,  depressed  Communist  Eastern  Europe,  one  nation  found 
at  people  produce  abundance  when  given  their  own  business. 


The  Hungarian 
exception 


By  Lawrence  Minard 


They  tell  this  joke  in  Budapest: 
Stanislaw  Kania  promises  peace  in 
Poland  if  Brezhnev  will  grant  him 
three  wishes: 

"It  was  a  terrible  wheat  year,  Comrade 
Brezhnev.  I  need  100  million  tons  of 
wheat." 

"One  hundred  million  tons  of  wheat, 
Kania?  No  problem.  You've  got  it." 

"And  potatoes:  I  need  200  million  tons 
of  potatoes." 

"fust  200  million?  You'll  get  them  next 
week.  What  else?" 

"The  last  one  is  easy.  I  need  5,000 
oranges." 

"Oranges?  Impossible!  The  Hungar- 
ians can't  produce  them." 

In  its  crude  way,  that  joke  reveals  the 
complex  reality  of  the  Eastern  European 
Communist  bioc,  the  grouping  of  110 
million  people  in  six  countries  that 
forms  the  modem  Russian  empire.  In 
Poland  and  Rumania  (see  p.  131),  parts  of 
that  empire  are  stagnating  at  levels  of 
economic  and  political  development  far 
inferior  to  the  capitalist  West. 

But  those  who  think  of  the  Eastern 
bloc  as  one  unrelieved  mass  of  repressed 
humanity  have  not  faced  up  to  the  Hun- 
garian exception.  Hungary  represents  a 
shrewd  accommodation  to  individual 
initiative  under  the  shadow  of  Russian 
tanks  across  its  border  with  the  U.S.S.R. 
and  as  many  as  100,000  Russian  troops 
on  Hungarian  soil.  Hungary  remains  sol- 
idly an  economy  where  the  state  owns 
practically  everything.  But  it  also  is  de- 
veloping market  prices  and  a  second 
economy  in  which  individuals  work  for 
themselves  and  are  rewarded  for  doing 
so.  Thus  Hungary,  a  small  country  of 
10.5  million  people,  has  become — in  the 
25  years  since  Russian  tanks  rolled  in  to 
crush  its  violent  revolution — an  Eastern 
bloc  economic  laboratory  whose  experi- 
ments have  won,  thus  far,  the  approval  of 
Leonid  Brezhnev  himself. 
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At  the  Communist  Party's  26th  Annu- 
al Congress  in  Moscow  in  February, 
Brezhnev  told  the  satellites,  "It  is  essen- 
tial to  learn  from  each  other" — and 
pointed  to  Hungary  as  a  country  with  a 
great  deal  to  teach. 

Hungary  owes  more  hard-currency 
debt  per  capita  than  any  other  Warsaw 
Pact  country,  including  Poland.  But 
"Hungary  is  one  of  the  few  countries  I 
don't  worry  about,"  says  an  American 
banker  who,  in  March,  helped  Hungary 
obtain  a  $400  million  loan  at  favorable 
rates.  Hungary,  he  points  out,  eliminated 
its  trade  deficit  with  the  West  last  year. 

Says  a  General  Motors  executive  who 
has  had  extensive  dealings  throughout 
the  Eastern  bloc:  "The  Hungarians  can 
produce  products  equal  in  quality  to  any- 
thing you  can  find  in  the  West." 

And  Hungarians  can  enjoy  them.  Do 
you  want  Levis?  The  big  Luxus  depart- 
ment store  on  Vorosmarty  Square  has 
stacks  of  them  at  $33  a  pair,  payable  in 
forints,  not  dollars.  Do  you  want  the  latest 
punk  rock  album  from  The  Police?  You'll 
find  it  at  most  of  Budapest's  many  record 
stores.  Do  you  want  a  high  black-market 
rate  of  exchange  for  your  Western  curren- 
cy? Forget  it:  You  have  to  look  hard  for  the 
black  market;  and  even  then  the  rate  is 
only  15%  better  than  the  government's 
tourist  rate  (29.57  forints=$l).  The  restau- 
rants are  full  of  well-dressed,  laughing  cus- 
tomers, the  streets  alive,  on  weekend 
nights,  with  the  strains  of  gypsy  violins 
and  "Saturday  Night  Fever." 

Think  twice  before  leaving  Budapest 
on  a  sunny  weekend:  The  roads  are 
clogged  with  Hungarians  heading  for 
their  weekend  houses  at  Lake  Balaton  or 
their  tiny  weekend  farms  that  make  the 
country  seem  as  manicured  as  Japan. 

What  a  contrast  to  1956,  the  year  the 
Hungarians  rose  up  against  their  brutal 
Stalinist  master,  Matyas  Rakosi.  Dwight 
Eisenhower,  preoccupied  with  Suez,  sent 
his  "prayers"  for  the  Hungarians.  Nikita 
Khrushchev  sent  tanks  and  troops  and, 
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Budapest  street 
scenes  bottom 
and  left  and 
( below) 

political  cabaret 
Mikroskop 
Jeans  are 
not  black 
market  and 
satirists  are 
not  in  jail. 


at  the  cost  of  15,000  dead  Hungarians— 
and  200,000  more  who  fled  the  coun- 
try— yanked  the  little  country  irrevers- 
ibly back  to  his  side  of  the  Iron  Curtain. 

The  man  who  called  in  those  tanks 
and  troops  is  Janos  Kadar,  now  69,  Hun- 
gary's leader  since  1957.  Initially  labeled 
a  quisling  by  his  people,  Kadar  has  since 
won  their  genuine  respect.  In  effect,  Ka- 
dar struck  a  deal  with  Moscow  that  is 
strikingly  reminiscent  of  Hungary's  1867 
Compromise  with  the  Hapsburg  Empire: 
Hungary  would  bend  to  Moscow's  for- 
eign policy  and  ideological  sovereignty  in 
return  for  a  considerable  amount  of  do- 
mestic autonomy.  The  result  is  a  level  of 
economic  prosperity  and  internal  politi- 
cal freedom  that  has  become  the  envy  of 
the  Eastern  bloc. 

Hungarian:  "What  do  you  call  a  person 
who  never  eats  meat?" 

Westerner:  "A  vegetarian." 

Hungarian:  "Wrong.  A  Pole." 

There  are  no  lines  of  forlorn  shoppers 
at  Budapest's  turn-of-the-century,  steel- 
and-glass  Vasarcsarnok  food  market.  The 
stalls  are  overflowing  with  meat,  milk, 
eggs  and  apples.  Last  year  was  a  bad  crop 
year  throughout  Europe,  Hungary  includ- 
ed. Yet  Hungarian  farm  output  increased 
2  2%.  Hungary  not  only  fed  its  own  peo- 
ple, but  exported  nearly  $2.7  billion 
worth  of  its  agricultural  products. 

Judged  on  the  record  of  socialist  agri- 
culture elsewhere,  Hungary  should  be  a 
disaster.  The  postwar  Communist  gov- 
ernment won  popularity  by  giving  lands 
belonging  to  the  Catholic  Church  and 
large  estates  to  the  peasants,  only  to  re- 
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verse  that  policy  in  the  Fifties  and  put 
98%  of  Hungary's  15  million  arable  acres 
into  big  state  farms  (13%)  or  peasants' 
cooperatives  (85%). 

But  at  the  margin,  where  irritating 
food  shortages  appear  in  other  Eastern 
bloc  countries,  Hungary  has  a  secret 
called  thehaztaji  or  household  plot.  Every 
cooperative  member  is  entitled  to  his 
household  plot  and  becomes  a  haztalyi . 
Using  fertilizers  and  other  materials  sup- 
plied free  or  at  nominal  cost  by  the  co- 
operative, the  household  plot  farmers 
work  these  plots  in  their  spare  time  and 
pocket  what  they  earn. 

They  can  sell  their  crops  back  to  the 
cooperative,  which  funnels  the  produce 
to  the  public  via  the  cooperatives'  mar- 
ket food  stalls.  Or  the  haztalyi  can  sell  to 
private  grocers,  who  generally  offer  bet- 
ter prices — for  better  quality — than  the 
cooperatives.  Through  the  income  from 
his  household  plot  a  typical  cooperative 
member  can  easily  double  his  $120-a- 
month  basic  wage. 


Household 
farmers  now 
count  for  g 
20%  of  Hung, 
poultry  pro 
tion,  40%  oi 
pork  produc 
and  over  50^| 
the  country's  egg  supply.  The  gov 
ment  figures  that  household  plots — v 
in  the  cooperative  sector — and  the  2' 
lands  that  are  private  account  for  15 
the  arable  area  but  30%  of  agricull 
production. 

"What  we  have  tried  to  do  with 
cooperatives  is  create  a  symbiosis 
tween  large-scale  and  small-scale  f; 
ing,"  says  Pal  Cserhati,  a  power  in 
Ministry  of  Agriculture.  "Symbiosi; 
an  okay  word  for  incentive.  The  Pole 
Cserhati  sees  it,  suffer  from  too  rr 
undercapitalized  small  farms,  while 
Russians  have  too  many  huge  s 
owned  farms.  In  Hungary,  the  s 
farms  and  the  big  cooperatives  ha 
volume  production  of  corn,  wheat 
livestock.  But  the  cooperative  meml 
who  must  devote  150  days  a  yea 
harvesting  that  wheat  or  butche 
those  hogs,  get  to  be  small-scale  farr 
in  their  unofficial  working  hours. 

"One  of  the  best  advantages  of 
household  plot  system  is  that  it  harr 
es  the  labor  of  the  peasant's  entire 
ily,"  says  Cserhati,  "a  way  of  getting 
peasant's  wife  and  children  into 
fields  to  feed  the  nation." 

It  helps,  of  course,  if  a  nation  has  g 
intelligent  farmers,  as  Hungary 
Even  the  state  farms  are  no  slouc 
The  Babolna  state  farm  purchased 
corn-growing  knowhow  in  the  early 
enties  and  now  achieves  corn  yield 
135  bushels  an  acre,  respectable  eve 
U.S.  standards. 

A  man  like  Istvan  Pelikan  would 
ceed  in  Iowa  as  he  does  in  Hernad, 
Budapest.  Pelikan,  34,  teaches  agricul 
al  mechanics  at  the  3,200-mem 
18,500-acre  "March  the  15th"  coop: 
tive,  earning  about  $150  a  month, 
after  hours,  in  a  shed  behind  the  t 
story  house  he  has  built,  Pelikan  %i 
20,000  baby  chicks  annually.  When 
chicks  are  50  days  old  he  sells  them  1 
to  the  coop's  poultry  processing  plan 
Next  to  the  shed  is  a  1,500-square 
hothouse  in  which  Pelikan  is  grov 
1,700  tomato  plants;  the  crop  will  be 
partly  to  the  coop,  partly  to  the  pri 
grocers  who  periodically  visit.  Peli 
says  that  from  the  chicken  shed  and 
hothouse  together,  he  will  gross  this 
around  1  million  forints,  about  $30,1 
Net  income,  he  says,  will  be  aro 
$5,000  (which  he  keeps  tax-free) — 
ting  this  peasant  farmer  in  an  inct 
league  with  Hungary's  best-paid  ma 
ers,  and  allowing  him  to  install  cer 
heating  in  his  house  this  year  after 
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©1981  Volkswagen  of  America 


25  YEARS  LATER 

THE  BEST  MILEAGE  CARS 
M  AMERICA  ARE  STILL 


CALLED  VOLKSWAGEN 


They're  called  Rabbit  Diesel.  Estimated  42  mpg. 
usher  Wagon.  Estimated  36  mpg.  Pickup  Diesel.  Es-  /■ ' 
tated  37  mpg.  And  Rabbit  Convertible  (4-seater). 
jlmated  25  mpg.  Each  one  is  the  best  mileage  car        yy  p 


54^  Actual  mileage  varies  with  speed,  trip  length,  weather. 


/  ♦  Y  //  \  Ar,d,  to  celebrate  25  years  of  being  Volkswagen  in 
V^i^V    America,  our  mileage  champs  and  all  our  other 
silver  anniversary  Volkswagens  are  now  at  silver 
anniversary  prices. 


its  class.  (Use  these  EPA  estimates  for  comparisons 

ILVER  ANNIVERSARY  VOLKSWAGENS.  SILVER  ANNIVERSARY  PRICES. 


WHO  MAKES  WINGS 

FOR  THE 
L-1011  JETLINER? 

AND  OPERATES 
1800  FINANCIAL 
SERVICES  OFFICES 
WORLDWIDE? 


Avco  Corporation. 

Avco  Aerostructures 
Division  is  one  of  the  aero- 
space industry's  largest 
i subcontractors.  In  addition 
to  the  Lockheed  L-1 011 
jetliner,  it  builds  wings  for  the 
Gulfstream  III  executive  jet, 
the  British  Aerospace  146 
fanjet  and  wing  components 
for  Boeing's  new  757  airliner. 
Avco  is  also  rewinging  the 
Air  Force's  fleet  of  C-5A 
transports,  manufacturing 
tail  assemblies  for  the  C-130 
cargo  plane  and  producing 
Intertank  structures  for  the 
Space  Shuttle. 

Avco  Financial  Services 
is  9,500  employees  serving 
1 ,500,000  customers  in  five 
countries.  With  $3  billion  in 
receivables,  it's  helping  a 
customer  once  every  30 
seconds  with  personal  finan- 
cial services,  corporate 
financing,  credit  life  insur- 
jance  or  custom-designed 
i  insurance  programs. 

Diversity  by  design. 

lAvco  is  a  carefully  struc- 


tured balance  of  business 
interests:  aviation,  aero- 
space, consumer  finance, 
insurance  and  high  tech- 
nology for  industry  and 
defense.  In  each  of  its  spe- 
cially selected  markets  at 
home  and  abroad,  it  is  a 
recognized  leader.  Softness 
in  any  one  market  is  often 
compensated  by  strength  in 
another.  For  Avco,  this 
power  of  balance  promises 
steady  growth. 

Looking  beyond  tomorrow. 

Avco's  high  expectations 
are  based  in  part  on  the 
nation's  changing  demo- 
graphics. As  the  median 
age  in  America  rises,  the 
market  for  Avco's  financial 
services  expands.  In  addi- 
tion, several  major  contracts 
hold  significant  potential 
for  the  coming  years. 
During  the  next  decade, 
for  example,  orders  for  the 
Boeing  757  should  exceed 
several  hundred  aircraft, 
and  the  contract  to  produce 
turbine  engines  for  the 


U.S.  Army's  "Abrams"XM1 
main  battle  tank  could  gen- 
erate $1.8  billion  in  revenues 
for  Avco. 

View  from  the 
half  century  mark. 

These  are  the  signposts  of 
a  corporation  which  entered 
its  second  half  century  in 
the  strongest  financial  con- 
dition in  its  history.  Annual 
revenues  now  exceed 
$2  billion  and  assets  are 
close  to  $6  billion.  Accom- 
plishments such  as  these 
offer  indisputable  proof  that 
Avco  appreciates  the  power 
of  balance.  And  knows  how 
to  use  it. 

Avco  Corporation, 
Greenwich,  Connecticut 
06830. 


^7AVCO 

CORPORATION 
THE  POWER  OF  BALANCE 


Peasant  women  in 
Galgamacsa  (right) 
who  have  just  sold 
produce  privately 
and  (below) 
entrepreneur 
selling  soda  water 
in  Vereseghyaz 
Now  even  the 
restaurants 
are  going 
private. 


SL- 1   il  -«  i 


...  1L  *J 


-*       .  * 


ing  his  wife  and  two  sons  on  their  second 
trip  to  Leningrad,  "the  most  beautiful 
city  in  the  Soviet  Union,"  says  Pelikan. 
Speaking  through  a  translator,  Pelikan 
says:  "The  reason  Hungary  is  doing  pret- 
ty well  today  is  that  people  work  hard 
here.  We  are  a  diligent  people.  We  con- 
sider hard  work  to  be  a  reasonable  thing. 
But  we  also  expect  to  be  paid  reasonably 
for  it."  Before  Hungary's  1968  economic 
reforms,  says  Pelikan,  "it  was  not  worth- 
while to  work  hard.  This  new  system  has 
provided  wide  vistas  for  entrepreneurial 
spirits  like  me." 

In  fact,  the  government  is  trying  to 
"provide  wide  vistas"  for  all  Hungary's 
"entrepreneurial  spirits."  Thanks  to  the 


second  economy 
or  masodikgazda- 
sag,  the  country  is 
buzzing  with  pri- 
vate enterprise. 
Over  50%  of  the 
present  housing 
stock  has  been 
built  privately — typically  by  groups  of 
people  who  form  cooperatives  to  build  or 
renovate  buildings,  which  are  then  par- 
celed out  to  the  cooperative  members. 

All  this  second  economy  activity  adds 
up  to  a  formidable  lever.  Ivan  Berend, 
professor  of  economics  at  Budapest's 
Karl  Marx  University  and  one  of  Hunga- 
ry's best  known,  most  influential  econo- 
mists, says  that  some  15%  of  total  work- 
ing hours  are  accounted  for  by  the  maso- 
dikgazdasag.  Yet  this  activity,  says 
Berend,  accounts  for  an  estimated  30% 
of  the  population's  income.  Reported 
personal  savings  have  climbed  from  $1.4 
billion  in  1970  to  nearly  $5  billion  last 
year,  and  a  top  government  official  says 
that  for  tours  to  such  exotic  places  as 
Peru  and  Australia  that  cost  "between 
50,000  and  100,000  forints  [$1,660  to 
$3,330],  the  demand  far  exceeds  the  sup- 
ply." This  in  a  country  where  the  average 
official  industrial  wage  is  only  60,000  or 
so  forints  ($2,000)  a  year. 

Given  it's  size  and  history,  Hungary's 
success  in  foreign  trade  seems  even  more 
remarkable  than  its  thriving  private  sec- 
tor. Weakened  as  a  result  of  its  ties  to  the 
vanquished  Hapsburgs,  Hungary  in  1920 
lost  two-thirds  of  its  territory  under  the 
Treaty  of  Trianon.  Aside  from  its  ener- 
getic population,  a  small  (15  million  bar- 
rels a  year)  oil  industry,  some  bauxite  and 
natural  gas,  the  country  today  has  virtu- 
ally no  natural  resources.  It  must  trade  to 
survive.  At  around  $20  billion  last  year, 
Hungary's  total  international  merchan- 
dise trade  volume  was  40%  of  its  gross 
national  product— a  higher  percentage 
than  that  of  Japan. 

Most  of  Hungary's  raw  materials  come 
from  the  socialist  Comecon  countries, 
which  account  for  some  55%  of  Hunga- 
ry's trade;  the  U.S.S.R.  alone  accounted 


for  28%  last  year.  The  dependence 
tates  many  Hungarians  but  it  ha 
advantages,  oil  being  the  best  exar 
Russia  sold  Hungary  57  million  barn 
crude  oil  last  year,  100%  of  Hungary 
import  requirement,  for  a  price 
works  out  to  half  of  world  oil  price  le 
In  effect,  that  meant  a  Russian  subsi 
almost  $1  billion. 

Attached  to  the  Soviet  oil  subsidy 
dictably,  were  several  sturdy  strings 
get  the  Soviets'  oil,"  says  Laszlo 
Toth,  general  manager  of  the  $1.2  bi 
(trading  volume)  Mogurt  trading 
pany,  "you  have  to  sell  them  s< 
thing."  Last  year  Hungary  sold  the  ! 
ets,  at  bargain  prices,  over  $2.7  bi 
worth  of  goods  ranging  from  bauxi 
buses.  Says  a  young,  nationalistic  1 
garian  planner: 

"We  don't  hate  the  Russians,  wi 
spise  them.  But  there  is  nothing  we 
do.  We  are  completely  dependen 
them  economically."  Joe  Stalin  w 
have  liked  that. 

The  Comecon  alliance  has  advant 
beyond  oil,  however.  Comecon  is  a 
ble  market.  Each  year  the  members  i 
and  bilaterally  agree  on  product  im{ 
and  exports.  Excluding  Russia,  Cc 
con's  population  is  about  110  mil! 
with  Russia  it's  over  350  millio: 
huge,  not  overly  demanding  and  pro 
ed  market,  on  which  Hungarian  1 
nessmen  can  depend  and  over  wi 
they  can  spread  their  product  deve 
ment  and  production  costs.  Thus  Ik. 
the  famous  Hungarian  busmaker 
now  accounts  for  10%  of  world  bus 
ports,  is  content  to  sell  most  of  its 
duction  of  13,600  buses  a  year  to  Cc 
con.  Says  Toth  of  Mogurt,  whic 
Ikarus'  trading  company: 

"What  Western  customer  would 
7,000  buses  yearly  in  4  types  anc 
variants?  Yet  our  relations  with 
U.S.S.R.  are  so  good  that  such  a  deal 
be  done  in  a  single  contract."  The  3 
Ikarus  buses  Mogurt  sells  annuall' 
Western  customers,  says  Toth,  are  1 
cally  gravy. 

Thanks  to  the  Russian  oil,  Hun 
has  so  far  avoided  the  worst  of  the  O 
shocks.  But  starting/^  year,  the  Rus 
oil  prices  for  Comecon  will  be  escala 
sharply.  Hungary's  oil  bill  could  jn 
30%  this  year,  and  will  certainly  do 
by  1985.  For  volumes  over  the  1980  le 
Russia  is  now  demanding  full  w 
prices  in  hard  currency  or  hard  good; 

To  prepare  for  the  shock — to  incr 
productivity  and  cut  production  cos 
Hungary  increasingly  must  turn  to 
West.  That  is  where  the  technology 
But  how  can  a  semideveloped  soci. 
country  compete  in  selling  to  the  de 
oped  West? 

The  problem  is  this:  In  a  centi 
planned  command  economy,  poli 
takes  the  place  of  prices.  The  state  gi 
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You  don't  need  a  Fort  Howard  dispenser 
to  use  Fort  Howard  Paper. 


You  could  be  wasting  money  by  locking  yourself 
into  one  source  of  paper  supply  But  a  simple 
Fort  Howard  adapter  can  change  all  that. 

Take  advantage  of  Fort  Howard  s  bigger  line  of 
■■■HMMBMHjE  paper  products.  We  have 
HHHH  more  grades  than  anyone 
J  flj      fl^nM  e'se-  to°-  And  now  you  can 
lv      use  these  high-quality 
products  in  your  current 
I .  W  dispenser.  If  our  paper 

^    doesn't  already  fit,  use  one 
^       of  our  easy-to-install 
if;  flBHW^T  .  '  adapters. 


We've  even  made  it  easy  to  try  us  on  for  size. 
Just  give  us  a  description  of  your  dispenser.  We'll 
send  you  our  adapter,  simple  instructions  and  a 
paper  sample— free. 

So  call  the  Fort  and  describe  your  dispenser 
to  us.  Dial  (312)  T-H-E-F-O-R-T  and  ask  for  Leo 
Tieman.  Or  write  us  on  your  letterhead.  You'll  get 
a  perfect  fit. 

Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305 


Call  the  Fort 


Call  the  Fort  is  a  service  mark  of  Fort  Howard  Paper. 


Dial  (312)  T-H-E-F-O-R-T 


Istvan  Pelikan 
and  his  wife 
tend  toman  ics 
in  their  hothouse 
Hard  work 
and  visits 
to  Leningrad. 


leather  to  a  shoe  company,  tells  it  to 
make  10,000  pairs  of  shoes  and  distrib- 
utes the  shoes  to  the  people.  The  shoe- 
maker does  not  know  the  cost  of  his 
leather.  If  they  forget  that  they  must  toil 
long  hours  for  low  wages,  people  think 
they  get  free  shoes. 

As  long  as  production  takes  place  in- 
side a  closed  economy,  central  planning 
can  work.  But  45%  of  Hungary's  trade  is 
with  the  West  and  to  sell  to  the  West,  the 
Hungarian  businessman  must  know 
what  his  raw  materials  cost.  Otherwise 
he  doesn't  know  how  to  price  his  goods. 
Little,  resource-poor  Hungary  could  find 
itself  in  the  absurd  position  of  unwit- 
tingly subsidizing  Western  customers, 
even  as  Russia,  consciously  and  for  ad- 
vantage, subsidizes  the  cost  of  Hungary's 
oil  consumption. 

Hence  Hungary's  quiet  economic  re- 
form or  New  Economic  Mechanism  an- 
nounced in  1968  as  Russian  tanks  rolled 
into  Prague.  The  NEM  decreed  that  in- 
dustrial goods  and  raw  materials  were  to 
be  priced  on  the  basis  of  what  they  would 
fetch  if  sold  in  the  West:  no  intracom- 
pany  subsidies.  Consumer  subsidies 
were  to  fall.  Recalls  Karl  Marx  Universi- 
ty's Ivan  Berend  of  the  initial  reform 
period: 

"On  the  surface  it  looked  very  success- 
ful. From  the  mid-Sixties  to  the  mid- 
Seventies  our  GNP  grew  at  6% -plus  per 
annum.  Real  income  grew  by  5.6%.  Ev- 
eryone was  getting  cars  and  TV  sets.  And 
we  had  our  agricultural  miracle:  4%-to- 
4.5%  annual  agricultural  growth.  It  was 
an  unparalleled  period  in  Hungarian  eco- 
nomic history." 


But,  beneath  the  surface  a  lack  of  gov- 
ernment resolve  was  sabotaging  the  re- 
form. Only  the  more  efficient  firms  were 
subjected  to  some  market  discipline.  The 
inefficient  ones,  which  should  have  been 
scrapped,  were  kept  afloat  on  a  burgeon- 
ing river  of  subsidies. 

And  there  was  a  reaction,  a  wave  of 
national  anger  at  the  new  class  of  rich 
managers  and  peasants.  In  1972  the  old- 
school  "dogmatists" — the  term  Hungar- 
ians still  use  for  the  strict  central  plan- 
ner, Stalinist  types — rode  that  wave  back 
into  power  and  proceeded  to  undo  or 
frustrate  most  of  what  the  NEM  had 
meant  to  accomplish.  In  one  year,  subsi- 
dies to  inefficient  businesses  nearly  dou- 
bled, to  nearly  $2  billion  at  current  ex- 
change rates. 

Had  the  dogmatists  retained  power, 
Hungary  might  well  have  gone  the  way 
of  Poland.  But  OPEC  saved  them  from 
that  fate.  In  the  immediate  aftermath  of 
OPEC,  Hungary's  terms-of-trade  (the  ra- 
tio of  its  export  price  increases  to  its 
import  price  increases)  plummeted  by 
some  25%.  The  current  account  with  the 
West  swung  from  balance  to  a  $1.2  bil- 
lion deficit  in  1978.  To  finance  that, 
Hungary  began  piling  on  debt.  From  1973 
to  1978  the  country's  hard-currency  debt 
quintupled  to  $7.5  billion — nearly  triple 
the  value  of  its  exports. 

Why  aren't  international  bankers  wor- 
ried? Because  the  deteriorating  trade  bal- 
ances brought  the  reform  economists 
back  into  the  saddle.  In  1979  the  Nation- 
al Bank  of  Hungary  began  cutting  back 
all  but  the  most  vital  investment  loans, 
giving  priority  to  hard-currency-earning 


export  projects.  The  result:  Hung 
hard-currency  current  account  regis 
a  small  surplus — about  $150  milli 
last  year. 

The  leadership  has  been  impc 
economic  reality  with  a  vengeanc 
July  1979  the  government,  which 
all  prices  in  the  economy,  raised 
and  car  prices  by  20%  and  electr 
by  50%.  Altogether,  consumer  p 
climbed  9%   and   10%   in  1979 
1980    respectively.    Meanwhile,  1 
raises  were  held  to  5.5%  in  1979 
6%  last  year. 

Kadar  has  told  the  people  to  tig 
their  belts.  The  1981-85  five-year 
states  that  real  income  will  increas 
more  than  7%  by  the  end  of  1985 
than  1.5%  annually,  rs.  the  5%  anc 
rates  most  Hungarian  workers  hav< 
come  accustomed  to.  The  governr 
can  peaceably  impose  such  austerit 
course,  because  the  second  economy 
vides  opportunities  for  other  income 

Hungary's  five-year  plan  calls  foi 
creasing  exports  by  39%,  twice  as  fa 
imports.  Hungary  has  devalued  the  fc 
against  the  dollar,  and  revalued  it  ags 
the  ruble  to  encourage  more  trade 
the  West  than  with  the  East.  The 
calls  for  incentives  and  managerial  au 
omy:  "Economic  regulation  should 
...  a  more  profitable  economy.  .  .  . 
enterprising  spirit  of  economic  lea 
should  develop.  A  managerial  wor 
method  and  style  that  initiates  and  re 
in  time  to  changes  should  become  ch 
teristic.  This  conduct  should  receive 
litical  support,  social  recognition." 

A  living  example  of  what  the  plai 
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Santa  Fe  Industries: 

Realistic  Planning.  Real  Earnings  Growth. 


and  Construction 


In  vital  businesses  like  ours, 
progress  can't  be  left  to 
chance.  For  five  consecutive 
years  of  record  earnings, 
you  need  solid  long  range 
planning  and  a  corporate 
structure  that  actively 
encourages  growth. 

Our  results  for  1980  illustrate 
the  value  of  having  a  long- 
range  perspective  and  build- 
ing for  tomorrow  right  now. 
Net  income  in  1980  was  a 
record  $301.8  million,  an 
increase  of  33%  over  1979. 
Net  income  per  share  was 
$10.42  compared  with  $8.08 
in  1979.  In  a  volatile  economic 
environment,  our  company 
continues  to  outdistance 


the  rate  of  inflation  in  real 
earnings  growth. 

When  you  look  ahead,  you'll 
find  Santa  Fe  Industries. 
For  more  information  about 
our  dramatic  1980  results, 
please  write  for  a  copy  of 
our  annual  report: 

Santa  Fe  Industries,  Inc. 
Department  333 
224  South  Michigan  Avenue 
Chicago,  Illinois  60604 


Energy  saving  transportation. 
Energy  producing  resources. 


Household  plots 
beside  country 
houses 

"Into  the  fields 
to  feed 
the  nation." 


tends  is  Ede  Horwath,  the  managing  di- 
rector of  Hungary's  Raba  tractor-diesel- 
engine-and-rear-axle  combine  located  in 
Gyor,  near  the  Austrian  border. 

An  energetic,  magnetic  man  in  his 
50s,  Horwath  entered  Raba's  sheds  as  a 
young  worker  in  1938  and  has  almost 
singlehandedly  built  the  company  into 
what  it  is  today:  a  $670  million  (sales), 
20,000-employee  factory  that  last  year 
sold  over  35%  of  its  output  to  hard-cur- 
rency markets.  Horwath  routinely 
springs  breathalyzer  checks  on  his  work- 
ers. "How  can  I  have  drunkards  working 
with  machines  costing  millions  of  fo- 
hnts?"  he  asks. 

When  Budapest's  famous,  but  money- 
losing,  Red  Star  Tractor  factory  was  re- 


cently offered  to  Raba,  Horwath  took  it 
over — and  cut  the  work  force  from  3,500 
to  2,500.  Several  redundant  workers,  par- 
ty members,  complained.  The  complaint 
eventually  went  all  the  way  to  Kadar, 
who  told  the  party  men  that  Horwath  is 
the  boss — a  clear  signal  of  the  govern- 
ment's support  for  all  profit-oriented 
managers. 

How  much  does  Hungary  pay  a  man- 
ager like  Horwath — who  would  un- 
doubtedly succeed  in  Moline,  111.  as  well 
as  he  does  in  Gyor?  Horwath  won't  say, 
although  associates  estimate  his  salary 
at  about  $500  a  month,  but  he  did  re- 
mark to  Forbes:  "I  have  a  friend,  an 
executive  with  International  Harvester, 
who  is  a  millionaire.  I  have  been  in  his 
home  and  there  is  no  difference  in  our 
style  of  living." 

The  reformed  Hungarian  pay  system  is 
geared  to  reward  merit.  The  top  manager 
in  a  highly  productive  factory  can  make 
over  $400  a  month,  but  the  same  rank  of 
manager  in  a  poorly  performing  factory 
will  make  $300  tops.  A  skilled  worker  in 
a  good  factory  can  make  $240  a  month, 
while  a  low-skilled  worker  can  be  paid  as 
little  as  $45  a  month. 

Moreover,  tailors,  grocers  and  dress- 
makers in  Hungary's  burgeoning  private 


sector  can  easily  outearn  a  top  f 
manager.  And  since  January  the  gi 
ment  has  been  auctioning  off  restai 
to  would-be  entrepreneurs  who  g' 
tee  the  government  a  minimun 
pocket  the  difference;  they  can  ei 
up  to  1 2  wage-laborers. 

Won't  austerity  and  wage  and 
differences  cause  resentment? 

No,  says  economist  Berend.  "Lj 
the  way  the  public  accepted  the 
increases  and  the  declme  in  real  lr 


last  year.  If  I'm  not  wrong,  the  { 
realize  they  have  a  great  deal  to  loa 
that  if  Hungary  is  to  achieve  new  r 
in  this  difficult  period,  we  must 
certain  price  for  it." 

Thoughts  of  paying  a  price  alwa 
turn  to  the  same  point  in  Hung;; 
Hungarian  banker  looks  out  on  the 
ube  where  it  bends  majestically 
picturesque  town  of  Szentendre,  an 
this  story: 

A  Hungarian  girl  jumps  into  the 
ube  and  rescues  Leonid  Brezhnev 
grants  her  three  wishes.  Three  timi 
asks  for  the  same  thing:  that  the  Q 
army  should  invade  Hungary.  Bre: 
promises  to  grant  the  three  wishc 
demands  an  explanation  of  why  a 
otic  Hungarian  wants  to  be  in 
three  times  by  the  Chinese  army, 
pie,"  says  the  girl.  "So  the  Chinese 
will  have  to  cross  Russia  three  timi 

That  summarizes  the  way  many, 
ably  most,  Hungarians  secretly  vie 
U.S.S.R.  But  they  are  realistic:  Hu 
shares  a  100-mile  border  with  the 
ets.  As  Western  military  men  wi] 
you,  Hungary  is  an  "open  area,"  me 
its  flat  terrain  is  a  perfect  entrance 
for  Russian  tanks  moving  west  or  P 
tanks  moving  east.  "The  only  thin 
have  to  understand  about  the  Sovie 
top  man  in  the  Foreign  Ministry  sa> 
that  they  will  do  anything  to  keep 
borders  secure." 

Most  Hungarians  fear  the  Ru; 
will  march  into  Poland  and  that 
Poles,  as  they  did  facing  Hitler's  lej 
would  fight,  and  die,  in  the  streets 
Hungarian  army  would  probabl 
asked,  in  the  name  of  socialist  solid 
to  send  only  a  token  force  to  Poland 
was  to  Prague  in  1968.  That's  no 
worry.  The  real  damage  would  be  t 
Hungarians'  freedom  of  movement 
to  their  economy.  Of  the  Poles,  one 
woman  says  with  some  heat: 
didn't  they  learn  from  our  mistakes 

Mistakes?  Are  the  Hungarians  so 
fortable  that  they  regard  fighting  for 
dom  to  be  a  mistake?  Hardly.  The> 
against  the  Hapsburgs  in  1 848,  and 
slaughtered;  rose  against  the  Rus: 
and  were  slaughtered.  They  are  an  in 
gent,  energetic  people  who  in  a  long 
ic  history  have  learned  that  small  c 
tries  must  use  guile  to  get  along 
world  of  larger  powers.  ■ 
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Fly  through  the  air  wit] 
the  greatest  of  zzzzzk 


On  our  smooth-as-silk  747B's  from  Dallas/Ft.  Worth  and  Seattle.  With  First  Class  Slumberseats  to 
stretch  out  in.  With  splendid  Royal  Orchid  Service  to  indulge  in.  And  Tokyo  or  Bangkok  to  wake  up  in. 


Before  this  RCA 

silicon  image  sensor, 

these  little  stars  were  just  a  twinkle 

in  the  astronomer's  eye. 


Stars  that  used  to  be  no  more  than  a  dim  blur  in  the  telescope    ,  •  k . . 
are  now  having  their  pictures  taken  with  astonishing  clarity      .  • ; . 
and  brilliance  by  a  tiny  silicon  chip  produced  by  RCA  engineers.  •  .  » 
and  scientists.  ***•"• ' 

The  chip,  called  a  CCD  or  Charge-Coupled  Device,  *•  '  '*  * 
is  built  into  a  camera  attached  to  a  telescope.  It  makes  todayjsN  *»  » 
most  powerful  telescopes  5  to  10  times  more  powerful.         • .  •  * 

The  CCD  is  capable  of  reading  light  from  stars  too  dim  •  *  "  • 
to  be  captured  by  conventional  photography.  It  transforms  the*  •  **Sj 
faintest  visual  image  into  thousands  of  electrical  signals—    *  *  * »*£ 
digital  information  that  can  be  displayed  on  a  TV  screen  or        *  *  -  * 
analyzed  by  computer.  *.**•' 

CCD  technology  allows  the  astronomer  to  see  what  could  *  *• 
never  be  seen  before,  giving  us  a  clearer  picture  of  our  universe  *  < 
than  we  have  ever  had  in  the  past. 

This  CCD  image  sensor  is  a  product  of  RCA  research — the 
kind  of  dedicated  research  that  has  been  a  tradition  at  RCA  for 
over  60  years.  Today,  many  years  after  Nipper  started  listening  to 
"His  Master's  Voice!'  research  and  development  of  electronic 
products  are  funded  at  foe  highest  level  in  our  company's  history. 
Our  commitment  is,  as  it  has  Always  been,  to  the  advancement 
of  technology— to  the  creation. of  products  that  expand 
the  human  horizon.  (<■>  i9'ei  r#VS£wpferation  . 
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A  tradition  on  the  mo 


mpared  with  Hungary — in  many  ways  a 
dern,  progressive  country — neighboring 
mania  is  an  anachronism. 


A  Balkan 
despotism 


By  Lawrence  Hinard 


RESIDENT      NlCOLAE  CEAUSESCU 

(pronounced:  chow-CHES-coo)  left 
no  doubt  about  who's  boss  in  Ru- 
a  when  he  addressed  leaders  of  the 
controlled  unions  in  Bucharest  last 
h.  "The  party  rules,"  he  declared, 
sescu  never  mentioned  Poland,  but 
riiade  clear  that  Polish-style  strikes 
lilinions  would  not  be  tolerated.  The 
iaanian  Communist  Party's  guide- 
t|  would  be,  he  said:  "No  work  with- 
«read  and  no  bread  without  work." 
ad?  Maybe.  But  in  Bucharest's  Am- 
i  jiarket,  the  food  stands  are  depress- 
( I  bare — a  few  bundles  of  carrots  and 
s  here,  heads  of  cabbage  there.  A 

S 


truck  clatters  in.  From  nowhere  500  Ru- 
manians appear  and  form  a  line  in  the 
truck's  wake.  The  truck  is  carrying  eggs; 
like  milk  and  butter,  eggs  are  in  short 
supply  these  days.  Meat?  Forget  it,  unless 
you're  high  enough  in  the  party  to  tap 
the  bountiful  special  TeleService  pan- 
tries. Ordinary  Rumanians  can  go  weeks 
and  even  months  without  any  meat, 
much  less  a  decent  cut. 

The  egg  line  doesn't  budge  for  half  an 
hour.  The  people's  faces  harden.  Such  is 
daily  life  in  Bucharest. 

Ah,  Bucharest.  Once  it  was  called  the 
Paris  of  the  Balkans,  but  that  was  in  the 
1920s  and  1930s  when  the  love  affair  of 
King  Carol  and  Magda  Lupescu  captured 
the    world's    imagination.  Somewhat 
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younger  Americans  may  recall  Ruma- 
nia's Ploesti  oilfields,  which  Hitler  used 
and  the  Allies  bombed  in  World  War  II. 
Students  of  ancient  history  will  know 
the  Romans  made  Rumania  a  province, 
called  Dacia,  and  introduced  Eastern  Eu- 
rope's only  Romance  language.  But  be- 
tween the  end  of  WW  II  and  the  sight  of 
Nadia  Comaneci  on  the  parallel  bars  at 
the  1976  Olympics,  Americans  haven't 
thought  much  about  the  country  of 
22  million  people  in  an  Oregon-size 
area  sandwiched  between  Hungary  and 
the  U.S.S.R. 

But  they  might  have  noticed  pictures 
of  its  cherubic,  wavy-haired  president 
visiting  Washington.  In  his  16  years  in 
power,  Ceausescu  has  impressed  the 
West  by  recognizing  Israel,  condemning 
the  Soviet  invasion  of  Afghanistan,  criti- 
cizing superpower  (including  U.S.S.R.) 
troops  on  foreign  soil,  strengthening  ties 
with  Peking  and  taking  an  active,  if  as 
yet  unofficial,  role  in  the  nonaligned 
movement.  Rumania  was  the  first  bloc 
country  to  be  granted  most-favored-na- 
tion status  by  the  U.S.  Rumania  is  the 
only  Comecon  country  to  belong  to  the 
World  Bank  and  the  I.M.F.,  which  have 
lent  the  country  around  $1  billion. 

The  price  for  this  leeway:  Ceausescu 
has  rendered  unto  Moscow  a  brutally  re- 
pressive— but  loyal  and  secure — police 
state,  one  that  now  shows  signs  of  the 
kind  of  economic  decay  that  has  afflicted 
Poland  in  the  last  two  years. 

Rumania's  hard-currency  debt  has  spi- 
raled  from  $3  billion  in  1976  to  over  $10 
billion  today.  It  must  spend  around  27% 
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of  its  export  earnings  to  service  that 
debt — not  an  unhealthy  ratio  by  itself— 
but  the  country's  ability  to  maintain 
those  export  earnings  is  in  question. 

Rumania  must  export  food  for  hard 
currency,  but  the  country  is  facing  one  of 
its  worst  food  crises  in  recent  memory 
due  to  disastrous  weather  in  1979  and 
1980.  Severe  flooding  of  the  Danube  in 
March  suggests  another  bad  year. 

So  Rumania  is  importing  food  and 
capital,  paying  out  the  hard  currency  it 
should  be  taking  in.  Even  by  official 
statistics  (many  of  which  are  doctored 
to  show  what  the  leaders  and  lenders 
want  to  hear),  the  country's  trade  defi- 
cit rose  to  $1.5  billion  last  year,  up 
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from  about  $1.2  billion  in  1979.  The 
government  will  reveal  only  that  50% 
of  the  import  bill  was  accounted  for  by 
fuel  and  raw  materials  (against  38%  in 
1975),  but  most  of  that  $1.5  billion  defi- 
cit is  believed  to  be  with  the  West 
and  OPEC.  The  U.S.  sold  Rumania 
$463  million  worth  of  agricultural  prod- 
ucts last  year,  up  from  $337  million  the 
year  before. 

The  strains  are  evident  in  Rumania's 
chaotic  internal  currency  situation. 
There  are  at  least  three  official  rates  for 
the  Rumanian  leu,  the  commercial  (4.5 
lei  per  $  1 ),  the  tourist  rate  (11  lei  per  $  1 ) 
and  an  imported-goods  rate  (15  lei  per 
$1).  But  in  the  real  world  there  are  other 
currencies.  Rumania  is  one  of  the  few 
places  left  where  an  American  dollar  or 
pack  of  gum  or  cigarettes  still  buys  a  lot 
of  service.  The  government  recently  re- 
valued the  leu  by  8%  on  the  tourist  rate 
in  order  to  wring  a  little  extra  hard  cur- 
rency from  foreign  businessmen  and 
tourists.  But  Bucharest's  thriving  curren- 
cy black  market,  which  had  been  offer- 
ing 25  lei  per  $1,  has  recently  devalued  it 
to  37,  about  what  you'd  get  in  the  Mu- 
nich or  Sofia  airports. 

The  second  hard  currency  is  Kent  100 
cigarettes,  which  fetch  $7  per  carton  in 
the  official,  tourists-only  Comturist 
shops — and  450  lei  ($40  at  official  rates) 
on  the  street.  Working  this  black  market 
are  the  secret-police-approved  prosti- 
tutes who  clog  the  bars  at  the  city's  bet- 
ter hotels,  and  the  African  and  Arab  stu- 
dents who  meet  furtively  in  the  dimly  lit 
lobby  of  the  Inter-Continental  Hotel — 
eerily  dark,  like  the  rest  of  central  Bucha- 
rest, in  an  attempt  to  save  fuel. 

How  did  Rumania  come  to  this?  Less 
than  a  decade  ago  it  was  the  envy  of 
Comecon — the  organization  of  Eastern 
Europe's  centrally  planned  economies. 
Rumania  had  what  no  other  Comecon 
partner  save  Russia  had:  oil.  During  the 
1960s  and  early  1970s,  oil  fueled 
Ceausescu's  dreams  of  creating  Ruma- 
nia's New  Socialist  Man  by  turning  his 
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predominantly  agrarian  economy  in 
industrial  powerhouse.  Like  his  p 
cessor,  Gheorghiu  Dej,  Ceausescu  \|csr' 
ed  "independence  within  interd< 
dence"  in  Comecon.  This  meant  c 
ing  up  with — and  not  merely  feed: 
the  more  developed  East  Germane 
Czechoslovakians.  In  the  Rum; 
view,  this  meant  industrializing  at  ; 
digious  rate. 

"Ceausescu's  fundamental  mist; 
says  a  European  businessman  residi 
Bucharest,  "is  that  he  has  attempt 
perpetrate  in  30  years  an  industrial 
lution  that  took  Great  Britain  200 
to  accomplish."  And  he  neglected 
culture.  In  the  last  20  years,  Ruma 
central  planners  have  channeled  24 
34%  of  Rumania's  fast-growing  nat 
income  into  investment,  with  at 
half  of  that  going  for  steel  mills,  \ 
chemical  refineries  and  other  indu 
complexes.  Against  industry's  50%, 
culture  generally  received  15%  o: 
country's  capital  budget.  The  cour: 
agricultural  work  force  has  shrunk 
65%  in  1960  to  30%  today.  But  indi 
alization  has  drained  the  land  of  its 
workers.  One  Western  economist 
mates  that,  with  30%  of  the  work  f 
the  heavily  collectivized  farms  de 
barely  15%  of  the  nation's  income. 

But  the  key  ingredient  in  Ruma 
economic  fall  is  oil.  Rumania's  plar 
in  the  1960s  decided  to  build  a  p 
chemical  refining  industry  with  an 
mated  capacity  of  600,000  barrels  a  n» 
reasoning  that  selling  refined  proc 
rather  than  crude  oil  would  earn  i 
export  dollars. 

But  to  their  chagrin,  Rumania's  f 
began  to  run  dry,  and  instead  of  ex|iu 
ing  oil,  the  country  had  to  import, 
mestic  production  is  dropping  by  n 
10%  a  year  now.  Last  year  Rumania 
duced  only  11.5  million  tons  and  h; 
import  15  million  tons  more  to  mei 
needs.  A  net  oil  exporter  until  \91 
did  not  get  much  time  to  enjoy  the  f 
of  OPEC's  1973  price  hikes  before  il 
to  suffer  from  them. 

About  10%  of  its  oil  imports  cc 
from  the  Soviet  Union.  But,  unlike  c 
Comecon  partners,  Ceausescu  musi 
the  same  world  prices,  in  hard  curr 
or  hard  goods,  to  the  Russians  as  he 
his  major  suppliers — Iraq,  Iran,  Liby; 
the  spot  market.  Rumania's  oil  bill 
year  was  around  $4  billion,  and  it  sh 
be  about  the  same  this  year.  Yet  bee  Bet 
refined  product  prices  rose  more  sl« 
than  crude's  price,  it  became 
economical  late  last  year  for  Ruman 
import  crude  for  its  export  refinerie 
Western  economist  in  Bucharest 
lieves  the  petrochemical  complexe: 
running  at  about  50%  of  capacity,  el 
natmg  what  was  meant  to  be  a  sour 
hard-currency  earnings. 

So  now  Ceausescu's  planners  mus 


FORBES,  MAY  1  lj 


mil 


sue 
ipai 


mat 
lie  i 
ytr; 
v. 

, 
lets 
H 

ton 

tail: 
t  he 
Edit 


■ 

' 

:• 

KSS1 
tyl 
BSf 

mis 
Mai 


w  the  dream.  Their  new  approach 
nds  simple  enough:  Slow  investment, 
iserve  oil,  boost  exports  and  improve 
iculture.  In  energy,  that  calls  for  re- 
ing  oil  and  gas  consumption  from 
b  of  primary  energy  needs  today  to 
in  1990.  The  country  plans  to  con- 
t  its  electric  generating  plants  from  a 

0  dependence  on  oil  to  domestic  and 
)orted  coal  (up  from  30%  to  45%), 
Iroelectric  power  (16%  to  24%)  and 
:lear  (0%  to  18%).  Rumania  has 
led  a  $1  billion  contract  with  Canada 
four  Candu  reactors  and  a  $250  mil- 

1  contract  with  General  Electric  for  a 
lm  turbine.  The  first  plant  is  sched- 

mji  for  startup  in  1985,  but  virtually  no 
believes  the  schedule  will  be  met. 

:  fo  solve  the  trade  balance  problem, 
usescu  earlier  this  year  ordered  the 
e-run  industries  not  to  accept  any 

rtt|>tern  imports  not  backed  100%  by 
nanian  exports— meaning  the  busi- 
sman  selling  to  Rumania  gets  not 

u  a  but  products,  which  he  must  then 
elsewhere.  But  Western  businessmen 
they  are  able  to  sell  little  that  Ruma- 
makes. 

s  one  European  businessman,  nurs- 
a  $5-per-shot  whiskey  in  the  bar  of 
Inter-Continental,  put  it:  "What  it 
s  down  to  is  that  any  business  in 
rj  nanian  countertrade  is  the  business 
elling  what  the  Rumanians  cannot 
themselves,  including  a  large  portion 
le  unsellable." 

lime  businessmen  have  been  counter- 
such  trickery  by  paying  the  Ruma- 
25%  penalties  in  lieu  of  taking 
r  goods  or  by  going  through  trading 
panies  that  undertake  to  sell  Ruma- 
goods  for  an  18%  to  20%  commis- 
.  The  businessmen  secretly  include 
charges  in  their  selling  prices.  But 
r  Rumanians  have  gotten  wise,  and  are 
s  anding  120%  and  even  140%  coun- 
S'ade  contracts,  thus  driving  many  le- 
nate  businessmen  away. 
ie  most  pressing  and  least  lmmedi- 
U  tractable  problem  is  agriculture.  Ru- 
ia's  agricultural  life  is  the  unaccept- 
face  of  socialism,  a  world  of  mud 
iits  and  outdoor  plumbing,  of  rubble- 
-  d  shanty  yards  and  horse-drawn  carts 
outnumber  trucks  10-to-l. 
iausescu  in  February  finally  admitted 
he  had  "neglected"  the  country's 
ihultural  base  and  promised  to  pay 
attention.  According  to  Ovidiu 
t:scu,  director  of  planning  at  the  Min- 
of  Agriculture,  the  basic  idea  now  is 
crease  the  amount  of  arable  land  by 
,   to  30  million  acres,   by  1985. 
;  :scu  also  promises  more  tractors, 
fertilizers,  more  meat  and  poultry 
lessing  plants.  Farm  prices  were  re- 
|ly  raised  12%,  though  retail  prices 
rise  only  5%  by  1985. 
t  is  Ceausescu  really  getting  serious 
-j;  t  agriculture?  Popescu's  colleague  at 


the  State  Committee  for  Planning,  ener- 
getic Toma  Melinte,  told  Forbes  that  the 
1981-85  plan  will  probably  designate 
only  some  $15  billion  to  agriculture, 
about  11%  of  the  total  investment  bud- 
get; industry  will  receive  about  54% .  Yet 
during  the  1975-80  plan,  agriculture  rated 
14%  of  investments  against  industry's 
50% .  With  allowances  for  overlapping  of 
categories — tractors,  for  example,  are  in- 
dustrial—the ratios  do  not  bode  well  for 
agriculture. 

As  to  industry,  there  is  talk  in  Bucharest 
these  days  of  spreading  "managerial  re- 
sponsibility" and  of  giving  "incentives." 
And  the  amounts  are  small:  Under 
Ceausescu's  New  Economic  Mechanism, 


introduced  in  1978,  a  factory  that  boosts 
profit  (basic  even  to  Marxists:  cash  in, 
revenues,  minus  expenses,  cash  out)  by  $  1 
million,  for  example,  may  distribute  only 
$2,850  in  individual  incentives. 

At  least  one  successful  Rumanian 
thinks  the  scheme  will  work.  Calin  Spir- 
ide,  general  manager  of  Control  Data 
Corp.'s  45% -owned  RomControl  Data — 
which  produces  $12.5  million  worth  of 
computer  peripherals  for  the  local  and 
Western  European  market — thinks  scar- 
city will  bring  discipline  to  Rumanian 
industries,  and  managerial  responsibility 
will  revive  them.  "The  period  when  a 
company  could  use  [meaning:  waste]  un- 
limited resources  to  produce  whatever 
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Innovative  thinking  by  the  U.S.  insur^ 
ance  industry  is  helping  facilitate  the 
search  for  energy  resources  worldwide. 

INA  looks  at  some  of  the  ways  insur^ 
ance  is  bringing  greater  financial  security 
to  this  urgent,  high-risk  endeavor. 


Steady,  dependable  sources 
of  energy  are  the  sinews  of  in- 
dustrial society,  influencing 
national  strengths  and  political 
strategies.  In  its  search  for  criti- 
cal new  sources,  the  energy  in- 
dustry is  confronted  not  only 
with  these  realities,  but  with 
many  uncertainties. 

No  one  can  be  sure  where 
the  next  major  oil  strike  will  be 
maclc  .  or  how  much  oil  it  will 
yield.  Largely  untapped  re- 
sources- svnfuels,  oil  shale,  so- 
lar, wind  and  tidal  power— re- 
main tantalizing,  but  elusive. 

Even  existing  sources  are  ex- 


posed to  grave  risk.  Ocean  drill- 
ing rigs  are  threatened  by  perils 
unknown  to  land  operations. 
Electric  utility  plants  are  subject 
to  unexpected  overloads  which 
can  black  out  entire  communi- 
ties. The  effects  of  government 
regulations,  particularly  envi- 
ronmental measures,  represent 
another  major  imponderable. 

Supplying  energy  in  the  face 
of  such  uncertainties  calls  for 
major  expenditures.  U.S.  oil 
and  gas  exploration  and  devel- 
opment alone  will  require  an 
average  of  $70  to  $80  billion 
annually  between  now  and 


1990.  A  shale  oil  plant  produc- 
ing a  modest  100,000  barrels 
daily  of  synthetic  fuel  costs  at 
least  $3  billion.  To  attract  such 
immense  sums,  some  positive 
assurances  of  return  on  invest- 
ment are  needed. 

Protecting  huge  investments 

Replacing  energy  doubts 
with  certainties  through  indem- 
nifications for  loss  of  physical 
assets  is  a  prime  responsibility  of 
the  insurance  industry.  But  the 
billions  of  dollars  of  insurance 
required  to  cover  exploration 
projects,  refineries,  power 
plants  and  transmission  lines, 
have  strained  world  markets. 

To  narrow  the  gap  between 
need  and  capacity,  most  energy 
companies  are  using  their  own 
funds,  through  various  forms  of 
self-insurance,  to  cover  their 
more  predictable  exposures. 
This  frees  commercial  insurance 
capacity  for  the  less  foreseeable 
and  potentially  catastrophic  ex- 


hergy  Development 


posures.  Moreover,  the  insur- 
ance industry  has  formed 
"pools"  of  capacity  to  make  such 
outsize  risks  as  supertankers, 
ocean  drilling  platforms  and  nu- 
clear generating  plants  economi- 
cally feasible. 

Most  challenging  of  all  is 
adapting  established  insurance 
products  and  creating  innova- 
tive ones  to  meet  emerging  en- 
ergy industry  demands. 

For  example,  "builder's  risk" 
insurance  typically  covers  short- 
falls in  construction  and  manu- 
facturing. Now  it  is  being  ex- 
tended to  such  energy  activities 
as  recovering  heavy  crude  oil 
from  tar  sands.  Insurance  com- 
pensates the  owner  of  such  a  fa- 
cility should  it  fail  through 
technological  deficiencies  to 
meet  financial  commitments. 

Similar  protection  applies  to 
caverns  prepared  for  under- 
ground storage  of  hydrocarbon 
products.  Here,  the  owner  is 
protected  against  losses  result- 


ing from  the  cavern's  failure 
to  meet  pre-established 
specifications. 

Defusing  threats  of  depletion 

Owners  of  energy  resources 
still  in  the  ground  count  on 
them  heavily  in  their  financial 
planning.  Although  current 
technology  can  provide  useful 
estimates  of  the  extent  of  re- 
serves, some  doubt  inevitably 
remains. 

To  counteract  such  uncer- 
tainty, insurance  protection  can 
be  provided  for  the  minimum 
value  of  the  reserves.  This  allows 
their  use  as  collateral  and  makes 
possible  firm  planning  and  com- 
mitments. It  also  may  permit 
the  use  of  standard  "up-front" 
plant  financing,  rather  than 
costly  venture  capital.  In  the 
case  of  geothermal  reservoirs, 
insurance  protects  against  any 
resource  inadequacy  which 
results  in  the  abandonment  of 
the  generating  plant. 


A  green  light  "down  under' 


The  search  is  on  for  additional 
energy  resources  in  Australia,  one  of 
the  world's  more  promising  gas  and 
oil  frontiers.  To  further  this  search, 
INA  International  offers  Australian 
drillers  and  investors  an  all-inclusive 
package  of  insurance  coverages,  in- 
cluding such  possibly  catastrophic 
exposures  as  blow-outs,  explosions 
and  well  collapse.  This  effectively 
opens  the  way  to  financially  sound 
exploration. 


INA's  experience  in  fulfill- 
ing energy  insurance  needs, 
domestic  and  international, 
reaches  back  many  decades.  To- 
day, INA  is  aggressively  in- 
volved in  all  aspects  of  energy- 
related  insurance,  particularly 
through  Energy  Facilities,  a  unit 
of  INA  International  and  Special 
Risk  Division. 

Comprehensive  services 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
the  energy  industry  for  attract- 
ing capital,  typifies  INA's 
comprehensive  approach  to  in- 
creasingly sophisticated  insur- 
ance and  risk  management 
problems. 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the 
largest  component  of  INA  Cor- 
poration's international  network 
of  insurance,  financial  and 
health  care  interests.  In  property 
and  casualty  insurance  and  risk 
management  services,  life  and 
group  insurance,  health  care 
management  and  financial  ser- 
vices, INA  and  its  affiliated 
companies  offer  a  unique  combi- 
nation of  products  and  services 
to  business  and  industry 
worldwide. 

For  an  informative  booklet 
on  insurance  and  the  energy  in- 
dustry, write  INA,  Dept.  R, 
1606  Arch  Street,  Philadelphia, 
PA  19101. 


The  Professionals 


Farmers  in 
Transylvania  and 
( below)  street 
scene  in  Pitesti 
"Basically,  a 
system  of 
disincentives." 


the  plan  required  is  gone  forever,"  says 
Spiride,  whose  company  exports  60%  of 
its  production  and  is  almost  profitable. 

But  most  Western  businessmen  and 
diplomats  see  little  hope  for  the  econo- 
my near  term.  "The  whole  system  here 
is  basically  one  of  dis incentives,"  says  a 
British  businessman.  He  notes  that  Ru- 
manian workers  can  be  fined  as  much  as 
20%  of  their  already  meager  pay — the 
average  wage  is  only  $200  a  month  for  a 
46-hour  week — if  they  don't  meet  their 
production  targets.  "Everyone  is  a  mas- 
ter at  keeping  his  target  low  enough  to  be 
easily  met.  Why  should  they  want  to 
exceed  a  target?  If  they  do,  they  know 
that  next  year's  base  target  will  just  be 
that  much  higher."  The  scarcity  and  hid- 
eous expense  of  consumer  goods — 2 
months'  wages  for  a  small  refrigerator, 
33  for  a  car — are  also  a  disincentive. 

But  the  most  profound  reason  business- 
men give  for  a  continually  stagnant  Ru- 
manian economy  is  the  effect  of  tyranny 
on  the  people.  After  30  years  of  living 
under  the  threat  of  exile,  jail  or  execution 
for  political  or  economic  "deviation,"  the 
Rumanian  has  become  adept  at  avoiding 
the  very  initiative  and  responsibility 
Ceausescu  is  now  demanding. 

All  the  years,  even  the  relatively  pros- 
perous ones  when  he  was  being  hailed  as 
the  West's  best  hope,  Ceausescu  was  im- 
posing repression  at  home.  Thus  ordi- 
nary Rumanians  are  forbidden  to  speak 
with  foreigners.  Travel  abroad,  even  to 
Comecon  nations,  is  tightly  regulated 
and  permitted  only  if  close  family  mem- 
bers are  left  behind.  Amnesty  Interna- 
tional reports  it  has  a  "substantial"  num- 
ber of  Rumanian  "prisoner  of  con- 
science" cases,  compared  with  none  for 
Hungary.  Thus  the  numerous  defections, 
that  of  Nadia  Comaneci's  trainers  being 
only  the  latest. 

Now,  as  the  economy  declines, 
Ceausescu  is  coming  to  resemble  more  a 
traditional  Balkan  despot  than  the  leader 
of  a  modem  state.  His  wife,  Elena,  is 


■•   ■   *»'-'•   •  i—  ■  ■ 

probably  second-in-command  and  is  r. 
promoting  her  youngest  son,  playl 
Nico,  into  the  limelight.  About  a  doj 
other  relatives  occupy  comfortable  pi 
tions  in  the  state  hierarchy.  One  re 
says  a  businessman,  is  that  there's 
middle  management  here."  Des^ 
rule  can  have  terrible  consequences  1| 
term,  but  short  term  it  is  hard  to 
against.  While  there  are  rumors  of  strij 
in  Rumania,  it  differs  from  Poland  in  I 
critical  respects. 

First,  Ceausescu's  securitate  secret 
lice  are  omnipresent  and  trigger-hap 
The  probable  execution  of  the  leaden 
the  1977  Jiu  Valley  coal  strike,  RiM 
nia's  last  major  labor  dispute,  serves  i 
reminder  that  Ceausescu,  unlike 
land's  leaders  so  far,  would  not  shn 
from  brutal  repression. 

Second,  Poland  has  the  Roman  Cat) 
lie  Church,  which  is  by  tradition  ill 
pendent  of  the  state  and  has  served 
refuge  and  focus  for  political  oppositi| 
The  Rumanian  Orthodox  ChurcrH 
which  80%  of  the  population  belongs-t 
subservient  to  the  state,  which  appoii 
its  bishops  just  as  the  state  appoints,  s 
a  new  labor  minister.  The  result,  saj 
Rumanian  intellectual,  is  that  the  pea 
feel  "frustrated,  mentally  bound  < 
gagged.  .  .  .  There  is  nothing  anyone 
or  wants  to  do." 

In  one  respect,  however,  Rumania 
becoming  another  Poland.  Says  a  bi| 
nessman  with  extensive  knowledge) 
the  system:  "If  they  go  on  the  v 
they're  going,  they'll  end  up  like  Poli 
in  the  sense  that  no  one  will  do  i 
business  with  them."  He  alludes | 
Ceausescu's  standing  with  the  Wg 
"Now  I  understand  that  Western  govel 
ments  have  vested  interests  here  poll 
cally.  But  if  Western  governments  w 
us  to  stay  in  bed  with  these  people,  tlj 
Western  governments  are  going  to  hj 
to  help  pay  the  costs  of  staying  in  a  pll 
where  doing  business  is  uneconomic  s 
en  times  out  of  ten."  ■ 
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"Idon't 


fly  airplanes.  \*  ™ 
I  fly  people!9       a  » 

Frank  Robinson,  Captain  f 


n 


WeYe  American  Airlines 
Doing  what  we  do  best 


Frank  Robinson  learned  to  fly 
twice.  For  America,  in  F-100 
fighters  and  SAC  B-52's  all  over  the 
world.  And  for  American,  in  727's, 
at  Fort  Worth,  Texas. 

There,  at  American's  Flight 
Academy,  many  of  his  hours  in  the 
air  were  spent  on  the  ground — in 
one  of  our  multi-million-dollar 


flight  simulators.  These  marvelous 
machines  realistically  simulate  ail 
aspects  of  flight,  and  enable  us  to 
conduct  emergency  training  that's 
too  hazardous  to  do  in  airplanes 
and  too  important  to  do  without. 

In  the  airline  business,  safety 
comes  first.  So  we've  trained  all  our 
pilots  this  way  — and  pilots  from  44 


other  airlines  in  21  different  coun- 
tries as  well. 

We're  proud  of  our  Flight  Acad- 
emy. But  we're  even  prouder  of  our 
pilots. 

It  takes  the  best  people  to  make 
the  best  airline.  Captain  Frank 
Robinson  is  one  of  them,  and  we 
thought  you'd  like  to  meet  him. 


If  no  man  is  a  hero  to  his  valet,  what  broker 
can  be  to  the  man  who  drives  his  cab? 


A  ride  with  Day  it  Ahluwalia 

"I  tell  you  all  about 
Wall  Street" 


By  Newcomb  Stillwell 

You  say  LaGuardia?"  A  big,  cheer- 
ful smile.  "No  problem."  The 
youthful  driver,  identified  by  the 
dashboard  hack  licenses  as  Daljit 
Ahluwalia,  twists  forward,  puts  the  cab 
in  gear,  moves  toward  the  light  half  a 
block  away.  A  glance  in  the  rearview 
mirror.  "You  work  in  that  building, 
Forbes  magazine?" 
Uh,  yes.  I'm  a  reporter. 
"A  reporter?  You  write  about  Wall 
Street?  I  tell  you  all  about  Wall  Street. 
My  company,  Skyline  Two-Way  Radio 
Taxi  Association,  we  have  many  cus- 
tomers there,  brokerage  houses,  big 
banks,  investment  bankers,  lawyers.  I 
pick  them  up,  all  of  them. 

"I  think  that  is  the  real  place  to 
work,  if  you  really  want  to  be  a  cab 
driver.  The  people  have  a  respect  for 


Daljit  Ahluwalia  in  bis  cab 


'Brokers,  bankers,  investment  bankers— they  tell  me  what  they're  doing.' 


you,  not  like  on  Madison  Avenue.  They 
know  how  you  make  money.  Standard 
tip,  good  tip,  all  the  time.  The  reading 
light,  behind  you  there,  we  put  in 
so  they  can  work.  They  don't  mind 
paying  for  the  cab.  They  charge  their 
customers."  Grin. 

"They  tell  me  what  they're  doing.  One 
guy,  investment  banker,  when  Perm 
Central  was  losing  money,  he  rode  with 
me  every  night.  He'd  say  they're  trying 
to  clean  up  the  mess,  sell  the  company  to 
some  big  company.  He  wouldn't  say 
much,  I  don't  think  by  law  he  can  tell  me 
too  much."  A  smile,  a  wink  in  the  rear- 
view  mirror.  "He  doesn't  have  to,  you 
know." 

Do  you  ever  think  about  playing  the 
market  yourself? 

"Well,  I  am  still  paying  off  the  cab. 
Besides,  I  must  study  the  thing  more 
before  I  put  anything  into  it.  When  I  do,  I 


will  keep  driving  the  cab,  make  the 
tacts.  The  market,  I  guarantee  it  is 
very  best  way  to  make  money,  onl 
you  have  money.  Example.  I  hav 
broker  last  night  in  the  cab,  who  w< 
in  the  bonds.  He  was  telling  me  his 
customer  put,  I  think,  $70,000  in 
future  bonds,  in  one  week  he  m 
$120,000.  That  is  the  fastest  mone 
the  world  you  can  make." 

Daljit  turns  around.  "You  remen 
last  year  when  the  price  of  gold  wa 
high?  One  young  guy  in  the  cab,  he 
23,  24,  he  showed  me,  he  had  $200 
cash  in  his  bag.  He  said  the  trouble  in 
Middle  East  is  making  him  a  tremend 
amount  of  money  in  the  gold.  Used  t 
many  people  in  the  cab  were  in  gold,  ( 
I  think  they  don't  ride  anymore.  I 
there  is  not  enough  trouble  in  the  Mi 
East  for  the  cabs. 

"I  listen,  ask  questions.  The  brol< 
though,  you  see  how  fast  they  give  t 
cards,  if  they  think  you  have  mo 
One  guy,  he  said  to  me,  'You  ha^ 
friend  who  sells  his  cab.  You  tell  hir 
call  me,  I  give  you  a  15%  commiss 
couple  thousand  dollars.'  I  get  two,  tl 
cards  a  month.  Tell  me,  you  fly  to 
some  company?" 

Well,  ah,  yes.  Some  of  the  brokers 
pretty  fast  talkers? 

"The  brokers,  some  of  them  are  g 
some.  ..."  A  shrug.  "One  man  in 
cab,  I  asked  him  why  he  was  so  ha 
He  said  his  customers  are  makin; 
much  money,  he  has  to  make  mo 
too.  The  other  in  the  cab,  he  saic 
doesn't  care  so  much,  'I  make  mc 
even  if  they  lose  it.'  There  are  m 
ways  to  be  robbed." 

The  cab  stops  at  the  Triborough  Br 
toll  booth.  Daljit  pays  the  toll  and  si 
up  again. 

"All  kinds  get  in  the  cab.  The  in 
ance  guys.  Forget  them.  They  come  1 
Chicago,  Ohio,  out  there,  scared  of  1 
York  City.  They  don't  mind  which 
you  take  them,  they  just  want  to  see 
the  window. 

"The  consultants,  very  smart.  All 
time  asking  you  what's  going  on  in 
city,  what  all  the  companies  are  del 
getting  leads.  They  only  ask  you  \ 
they  want  to  know,  you  tell  them 
thing  else,  they  don't  listen." 

Worse  than  reporters? 

"Oh,  yeah,  sure.  Reporters,  they  c 
take  so  many  cabs,  I  think.  Bankers, 
take  many  cabs,  fly  all  over  the  w 
make  good  money,  lend  it  out  to  c 
parts  of  the  world.  The  Europeans, 
nese  banks,  these  banks  do  very  w> 
think,  work  very  late.  Sometimes.  . 

"Reagan,  they  say,  he  will  help. 
Street,  they  love  him.  Nobody  in  the 
voted  for  Carter." 

lust  then  a  small  car  cuts  in  front  o 
cab.  Daljit  hits  the  brakes,  hard, 
passenger  falls  forward.  But  Dahit  sii 
shrugs.  "Another  one  of  those  1} 
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drivers,"  he  mumbles.  He  turns  around. 

"One  time,  I  tell  you.  These  guys  in 
eab,  they  said  they're  from  Czechoslova- 
kia. I  ask  them  how  it  is  they  are  here. 
They  said  they  come  to  borrow  money. 
Then  I  said  to  myself,  'Oh  my  God, 
I  can't  believe  that.  They  borrow  the 


money,  hardly  they  can  speak  English.'  " 
You'd  think  the  bankers  would  know 
better,  huh? 

"Yes,  but  mostly  I  don't  think  they 
ever  lose  any  money  down  there.  They 
are  too  smart,  very  smart.  These  people,  I 
think,  they  have  every  day  a  good  day." 


Who's  making  the  most? 

"Mmmm."  Grin.  "Goldman,  Sac 
think.  You  know  that  company?  ; 
are  so  happy,  always." 

The  cab  stops.  Daljit  flips  the  m 
"That  is  $14.50,  with  the  toll,  pi) 
Have  a  good  trip."  ■ 


Itel  and  OPM  have  given  computer  leasing  a  reputation  that  wou 
make  a  snake-oil  salesman  blush.  Is  Chicago's  Comdisco  different? 


"We  learned  our 
lesson  good" 


By  Newcomb  Stillwell 

WE  HAVE  AN  IDENTITY  CRISIS," 
says  Comdisco  Chairman  Ken 
Pontikes.  A  former  college 
wrestler,  Pontikes'  face  carries  the 
mournful  expression  of  a  friendly  bear 
whose  honey  has  just  been  taken  away. 
"We're  not  like  that."  Like  OPM  and 
Itel,  he  means.  Pontikes'  $265  million-a- 
year  company  suffers,  he  thinks,  from 
guilt  by  association. 

Given  that  two  spectacular  corporate 
bankruptcies  have  recently  hit  his  indus- 
try, it's  not  hard  to  see  why.  Computer 
leasing  can  be  extraordinarily  risky.  Pric- 
ing decisions — and  profits — often  de- 
pend on  estimates  of  the  computer's  val- 
ue far  in  the  future  when  leases  will  have 
expired.  Overoptimistic  calculations  of 
these  so-called  residuals  can  be  disas- 
trous. They  may,  for  example,  have  led  to 
OPM's  collapse. 

Pontikes,  however,  claims  Comdisco 
is  different.  Part  of  the  reason  is  that 
over  half  Comdisco's  revenues  don't 
even  come  from  leasing:  The  company  is 
the  world's  largest  broker/dealer  of  used 
computers.  This  is  definitely  not  like  be- 
ing a  dealer  of  used  cars.  There  is  no 
floodlit  showroom.  Instead,  Comdisco's 
operations,  centered  right  outside  Pon- 
tikes' office  in  the  firm's  Chicago  head- 
quarters, look  like  a  miniature  version  of 
Salomon  Brothers'  trading  floor  on  Wall 
Street.  Armed  with  data  on  some  8,700 
major  domestic  computer  users,  four  full- 
time  specialists  communicate  with 
Comdisco's  50  field  agents,  buying  and 
selling  machines  worth  as  much  as  sev- 
eral million  dollars  each. 


These  traders,  moreover,  use  all  the 
wiles  of  their  Wall  Street  counterparts — 
shorting  a  computer  has  nothing  to  do 
with  a  fuse  box.  "The  market's  unregu- 
lated," says  Pontikes,  who  founded 
Comdisco  in  1969,  after  four  years  as  an 
IBM  salesman,  and  who  personally  ap- 
proves major  positions.  "We're  always 
trying  to  corner  a  particular  model."  The 
bulk  of  his  trade  involves  IBM  equip- 
ment, for  the  simple  reason  that,  like 
government  bonds,  massive  numbers 
mean  liquidity  and  the  issuer  backing 
them  is  solid.  Manufacturers  like  IBM 
have  a  vested  interest  in  the  resale  mar- 
ket: Selling  a  new  computer  is  easier  if 
the  customer  knows  he  can  get  rid  of  it 
with  minimal  headaches. 

Computer  brokerage  isn't  Comdisco's 
only  nonleasing  line.  In  the  event  any  of 
its  customers — 65%  of  whom  are  regu- 
lars— get  into  real  trouble,  the  company 
has  entered  a  new  business:  disaster  re- 
lief. It  is  building  about  a  dozen  comput- 
er-packed centers  around  the  country  for 
subscribers  whose  data  processing  sys- 
tems are  out  of  service  because  of  power 
failures,  flood  damage  or  fires.  There  are 
also  "shells" — empty,  temperature-con- 
trolled rooms  with  lots  of  wall  sockets, 
where  customers  can  recreate  their  own 
machine  configurations  from  Comdis- 
co's inventory.  "This  should  be  a  real 
service,"  says  Pontikes.  Never  did  a  man 
seem  so  enthusiastic  about  disaster. 

In  addition,  of  course,  Comdisco  does 
lease  computers — about  $178  million 
worth  of  them  at  book — in  several  differ- 
ent ways.  In  the  simplest  arrangement, 
Pontikes  farms  out  a  machine  his  traders 
have  bought,  hoping  to  recoup  the  entire 


purchase  price  through  income  he 
long-term  lease.  He  prices  short- 
leases — a  90%  share  of  his  portfolio 
the  assumption  that  Comdisco  wi 
able  to  cover  some  of  its  costs  h 
leasing  or  selling  the  computer  whei 
lease  expires.  That's  the  high-risk  c 
tion  of  residuals. 

But  Comdisco,  which  has  paid  bar 
penny  in  taxes  since  its  foundin 
1969,  can't  use  all  its  investment  cr 
and  depreciation  benefits.  So  Pon' 
sometimes  sells  a  computer  to  a 
burdened  investor,  leases  it  back, 
subleases  to  an  end-user,  pnein, 
above.  And — careful  not  to  miss  any 
vy — Comdisco  negotiates  a  piece  ol 
value  remaining  after  its  lease  is  up. 

That's  not  the  only  kind  of  le; 
Comdisco  does.  Through  a  subsidia 
packages  leveraged  leases  for  a  fee,  w 
the  tax-burdened  investor  is  leasin 
rectly  to  the  end-user.  Lately,  the  su 
iary  has  broadened  its  sights  to  inc 
things  like  rail  cars,  drilling  rigs  and 
airplanes.  "They  keep  telling  me  a  G 
should  finance  ships,"  says  Pontik 
41 -year-old  first-generation  Ame: 
who  went  to  work  at  age  ten  ir 
parents'  grocery  on  Chicago's  S 
Side,  "but  I  haven't  been  able  to  fine 
yet."  Beyond  its  fees,  Comdisco  m 
sure  it  gets  all  or  most  of  any  resi 
value  after  the  lease  term.  More  gra- 

All  this  wheeling  and  dealing  has 
duced  impressive  results.  Over  the 
five  years  Comdisco's  revenues 
grown  43%  annually,  earnings  hav 
creased  from  $2.3  million  to  $7. 1  mi 
and  return  on  equity  has  averaged 
Those  numbers  include  fiscal  198 
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CONCORD  MABINER  SG 


From  the  creators  of  the  thinnest 


warm,  rich  Mkarat  gold.  The  movement  nine/quartz*  movement  are  indica- 


!  water-resistant  watches  in  the  world,  is  Concord's  new  ultra-thin,  impressive-  tiveof  a  much  moreexpensive  watch. 


comes  the  Concord  Mariner  SG. 
^■Singularly  unique  in  design.  A  sculp- 
tural blending  of  stainless  steel  and 


ly  precise  nine/quartz?  Like  all  Concord  It's  price, however,  is  $890.  For  bro- 
watches,  this  Mariner  SG  is  hand-  chure  send  $1.50  to  Concord,  Dept. 

crafted  in  Switzerland.  Its  look  and         FB.650  Fifth  Ave.,  N.Y.,  N.Y.  10019. 


Comdisco  Chairman  Ke?i  Potitikes 

"They  keep  telling  me  a  Greek  should  finance  ships.' 


year  in  which  earnings  actually  declined. 
Many  computer  customers,  awaiting 
IBM's  long-anticipated  H  series,  decided 
to  lease  rather  than  buy. 

That  doesn't  kill  Pontikes'  profits, 
however,  it  just  spreads  income  over  the 
lease  term.  The  results  are  rolling  in  now. 
Helped  by  a  massive  surge  in  business 
after  IBM's  new  product  debut,  Comdis- 
co's  revenues  in  the  first  quarter  of  fiscal 
1981  rose  38%,  to  $79  million,  while 
earnings  jumped  56%,  to  $3.3  million.  Its 
stock,  which  sold  off  sharply  in  early 
1980,  now  trades  at  a  premium  multiple 
of  20  times  earnings.  In  fact,  Comdisco 
had  new  highs  at  the  same  time  OPM 
was  hitting  the  papers. 

That's  just  what  gets  some  people  wor- 
ried. After  all,  a  couple  of  Comdisco's 
competitors  looked  mighty  impressive 
right  until  the  bitter  end.  A  big  reason 
was  residuals,  which  can  give  even  the 
most  fevered  leasing  company's  finan- 
cial a  deceptively  healthy  glow.  Not  us, 
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says  Pontikes:  "We  think  we'll  make 
some  money  off  residuals.  But  we'll 
count  it  when  we  get  it." 

Actually,  it's  a  little  more  complicated 
than  that.  Leasing  companies  count  re- 
siduals all  the  time;  what's  important  is 
how  vulnerable  they  are  to  mistaken  es- 
timates. Pontikes  claims  he  leans  over 
backwards  to  keep  exposure  minimal. 

Take  the  lease  portfolio  that  appears 
on  Comdisco's  balance  sheet,  including 
the  computers  Comdisco  owns  and  some 
it  has  leased  from  others.  Here  it  is  ex- 
posed for  various  reasons.  The  most  ob- 
vious is  because  short-term  leases  can't 
be  priced  competitively  to  recoup  the 
computer's  entire  cost.  At  the  end  of  the 
first  quarter,  Comdisco's  exposure  here 
stood  at  about  $15  million,  the  gap  be- 
tween the  present  value  of  noncancel- 
lable  rentals  and  the  underlying  equip- 
ment's book  value  of  $133  million. 

The  second  way  residuals  creep  into 
the  balance  sheet  stems  from  the  ac- 


counting requirement  that  comp 
like  Comdisco  book  the  estimate 
siduals  of  sales-type  leases  directl 
earnings.  As  a  result,  Pontikes  ha 
ported  $2.7  million  in  income 
1976.  "We  were  forced  into  a  con 
says  Frank  Trznadel,  senior  vice  j 
dent  of  finance,  who  didn't  want  tc 
ognize  those  earnings.  "Our  auditor: 
generally  accepted  accounting  princ 
required  us  to  put  that  number  in  th 
Taking  on  the  green-eyeshade  boy 
cause  you  are  too  conservative? 

There  are  two  hedges  against  thi 
posure,  which  totals  roughly  $  1 8  mi 
First,  Comdisco  depreciates  comp 
faster  than  necessary  to  reach  estin 
fair  market  value  when  a  lease  ex] 
At  the  end  of  the  first  quarter  this  d 
ciation  cushion,  projected  forward  s 
al  years,  totaled  about  $21  million.  ( 
ously  the  protection  this  cushion 
vides  depends  on  how  accurate 
fair-market-value  estimates  are. 

Another  hedge  is  the  potential  res 
value  of  computers  that  don't  appe 
Comdisco's  balance  sheets.  This 
eludes  leveraged  leases  packaged  foi 
ers  and  some  of  the  sale/lease-bacl 
study  by  Arthur  D.  Little  and  IDC 
mates  the  present  value  of  the  fl 
computer  re-lease  rental  stream  al 
over  $46  million.  That  doesn't  irn 
any  value  those  box  cars  and  airp 
might  have. 

The  other  major  risk  for  a  leasing 
pany  is  interest  rates,  and  Com 
hedges  those  too.  "We're  risk  tak 
says  Pontikes,  "but  in  the  computer 
ket,  not  the  money  market."  He  fin; 
all  leases  long  term  by  selling  the  r 
stream  on  a  fixed-rate,  nonrecourse 
to  a  bank  or  insurance  company.  ( 
disco  gets  cash  up  front,  with  lock 
cost,  and  the  lender  has  to  stiff  any  c 
quent  customers,  who  pay  it  directl 

Add  it  all  up,  and  Comdisco  i 
mighty  conservative.  It  wasn't  al 
so:  Launched  primarily  as  a  br 
dealer,  the  business  boomed  until 
Then  the  company  posted  a  $2.2  mi 
deficit.  Comdisco  had  a  hefty  long 
tion  in  IBM  360s.  Its  inventories  w 
to  4  times  net  worth,  and  when  Ite 
cided  to  liquidate  its  $200  millior 
portfolio,  the  market  collapsed. 

That  problem  was  compounded  b 
terest-rate  woes.  "We  were  finai 
leases  with  floating-rate  debt,"  says 
tikes.  "All  of  a  sudden  we  were  wi 
extra  interest  checks  when  there  w 
anything  extra  coming  in  the  door.' 

"Since  then,"  he  says,  "we've  ke 
fixed  rates  and  kept  trading  invent 
under  20%  of  stated  net  worth."  P 
"We  learned  our  lesson  good." 

So  far,  it  seems,  he's  right.  But 
puter  leasing  is  a  business  full  of 
prises — and  technology  brings  chan 
quickly  that  even  the  most  prudent 
can  only  guess  about  the  future.  ■ 
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OWN  THE  ROAD 


^Track  times:  zero  to  50  in  5. 1;  zero  to  60  in  7. 1; 
V*  mile  in  15.4.  Now  that's  Awesome. . .  / 
snd  then  some.  '  . 
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The  marketplace  demands 
speed,  worldwide. 


Manufacturers  Hanover  moves 


"rom  Tokyo  to  Topeka,  Manufacturers  Hanover 
seps  money  moving  quickly,  24  hours  a  day,  for 
usinesses,  government  agencies  and  other  financial 
istitutions  worldwide. 

Every  working  day,  Manufacturers  Hanover 
Deeds  the  flow  of  over  $350  million  in  goods  to 
orts  on  every  continent,  with  services  ranging  from 
nport/export  financing  to  timely  foreign  exchange 
ansactions  in  every  convertible  currency. 

Our  global  network  of  more  than  100  facilities, 
orking  hand-in-hand  with  some  4700  domestic  and 
verseas  correspondent  banks,  provides  a  key  link  to 


130  countries  around  the  world. 

And  Manufacturers  Hanover  is  also  a  major 
participant  in  the  FAST  program,  which  transfers  a 
growing  number  of  stock  certificates  automatically  via 
computer  tape. 

Credit.  Operations.  And  the  integration  of  both 
to  create  a  total  financial  relationship  of  the  highest 
standards— anywhere  in  the  world.  The  marketplace 
demands  it.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  sourccWorldwide. 

Member  FDIC 


imonds  are  trump, 
ind  you  have  the  winning  hand. 


He  knows  how  to  wear  his  diamonds. 


Your  jeweler  can  show  you  other  exciting  trends  in  men  s  diamonds  starting  at  about  S400.  The  ring  shown  is  available  for  about  *2, 450. 
Prices  may  change  substantially  due  to  differences  in  diamond  quality  and  marker  conditions. 


A  diamond  is  forever.  De  Bee 


th  rich  corporate  acquirers  sighted  offshore,  Britain's  free  enterprise 
vernment  may  be  abandoning  principle  to  man  the  barricades. 


Does  Her  Majesty  view 
with  alarm? 


By  Barbara  Ellis 


W  E  don't  expect  the  cavalry 
M  to  come  to  the  rescue,  but  a 
■  gesture  by  the  grenadiers 
d  not  be  out  of  place."  With  those 
s,  at  a  formal  dinner,  ex-grenadier 
hn  Buckley  told  British  Foreign 
tary  Lord  Carrington  what  he 
j>ht  of  Dallas-based  Enserch  Corp.'s 
million  bid  last  December  for  his 
any,  Davy  Corp.  Something  of  a 
ionalist,  Buckley  was  appalled  at 
lea  that  $1.7  billion  (sales)  Davy — 
1  is  Britain's  largest  engineering 
actor — could  pass  into  foreign 
5.  "It  would  be  bad  for  our  busi- 
he  told  Forbes.  "We  will  be 
successful  acting  independently 
under  the  wing  of  a  company  that 
o  experience  in  our  field." 
:kley's  lobbying  apparently  had  ef- 
In  March,  John  Biffen,  U.K.  trade 
ary,  sent  the  deal  to  the  Monopo- 
Mergers  Commission  for  a  rul- 
m  whether  it  would  be  "against 
tublic  interest."  Procedure  at  the 
lission,  lately  clogged  with  work, 
anywhere  from  six  to 
months,  allowing  pre- 
time  for  Davy  to  locate 
knights  or  to  work  on 
ermoves. 

:re  are  signs  that  Brit- 
ficials  are  awakening  to 
ict  that  merger  fever  has 
\\  meaning  for  the  U.K.  In  the  cur- 
depressed  state  of  the  economy, 
buyers  are  bound  to  be  foreign,  and 
imes  they  will  be  carrying  off  the 
emaining  company  in  an  industry, 
thought  has  Margaret  Thatcher's 
;t  ministers  rapidly  abandoning 
pies. 

Keith  Joseph's  Ministry  of  Indus- 
hich  had  pledged  not  to  aid  failing 
inies,  bailed  out  the  U.K.'s  only 
guc  computer  manufacturer,  ICL 
ational     Computers     Ltd.),  in 
,  with  a  $450  million  loan  guaran- 
he  reason  for  the  bail-out,  Joseph 
as  the  government's  dependence 


on  ICL's  computers — $675 
million  worth,  spread  over  20  depart- 
ments. Earlier,  after  official  attempts  to 
encourage  a  takeover  by  British  compa- 
nies had  failed,  there  had  been  reports  of 
approaches  to  ICL  by  Hitachi,  Philips, 
Siemens  and  Sperry. 

If  there  is  veiled  protectionism  in 
Britain's  largely  unformulated  merger 
policy— each  case,  officials  insist,  is  de- 
cided individually — that  policy  could  be 
in  for  a  test.  After  the  bids  in  the  U.S. 
for  AMAX,  Kennecott  and  St.  Joe  Min- 
erals, London  analysts  see  world  mining 
giant,  $5.7  billion  (revenues)  Rio  Tinto- 
Zinc  as  a  prime  target.  Once  thought 
too  big  to  be  taken  over,  RTZ  recently 
enhanced  its  attraction  by  settling  the 


long-running  Westinghouse  uranium 
cartel  suit.  No  buyer  would  have  been 
eager  to  pick  up  the  tab  for  possible 
punitive  damages. 

The  British  might  be  reluctant  to  see 
control  of  RTZ  pass  into  foreign  hands. 
"RTZ  operates  almost  as  an  arm  of  Brit- 
ish foreign  policy,"  ~emarks  a  govern- 
ment adviser. 

RTZ  supplies  Britain's  state-owned 
Central   Electricity   Generating  Board 
with  100%  of  its  uranium  needs — al- 
though with  delays  in  reactor-building 
the  country  has  built  up  an  estimated 
five-year  stockpile  of  the  essential  ele- 
ment. And  Britain,  which  has  always 
eft  the  supply  of  such  things  to 
private  companies,  has  accumulat- 
ed no  stockpile  of  the  other  strate- 
gic metals  that  RTZ  produces- 
such  as  copper  from  Papua 
New  Guinea  and  Can- 
ada, zinc  from  Austra- 
lia  and  molybdenum 
from  Canada. 

Even  so,  Prime  Min- 
ister Thatcher's  gov- 
ernment failed  to  offer 
any  official  protection  to 
Consolidated  Goldfields 
~  last  year  when  Harry 
Oppenheimer's  South 
African  Anglo-American 
Corp.  bought  a  controlling 
29%  interest  in  it.  Similar  inaction,  con- 
sistent with  Tory  principles,  is  possible  in 
the  event  oi  a  foreign  move  in  RTZ.  "We 
don't  see  this  as  something  that  govern- 
ment should  get  involved  in, "  says  an  offi- 
cial at  the  Ministry  of  Industry. 

If  a  foreign  company  succeeded  in 
buying  control  of  giant  Rio  Tinto-Zinc, 
then  the  only  significant  mineral  re- 
sources company  left  in  British  hands 
would  be  Selection  Trust,  recently  ac- 
quired by  British  Petroleum,  whose 
Standard  Oil  (Ohio)  affiliate  is  taking 
over  Kennecott.  In  that  event,  the  offi- 
cial concedes,  "we  could  be  con- 
cerned." The  British  may  lose  compa- 
nies, it  would  appear,  but  not  their  gift 
for  understatement.  ■ 


When  a  family  can 
move  faster  than  its 
competition  • . . 

It  must  be  USLIFE. 


USLIFE  runs.  It  doesn't  walk.  Consider:  In  our 
14  years  of  existence,  our  life  insurance  in  force  has 
gone  from  $2.7  billion  to  $42  billion— or  a  15-time 
increase.  That's  what  we  call  moving  fast. 

Today,  USLIFE  is  a  family  of  nine  life  insurance 
companies  and  other  related  financial  services  com- 
panies. It's  a  family  that  derives  more  than  97%  of  its 
income  from  life  insurance.  And  it's  a  family  whose 
1980  income  from  life  insurance  operations  increased 
Iby  21%  compared  to  1979's. 

Watch  us  respond. 

USLIFE  has  the  proven  ability  to  respond.  And 
respond  fast.  Our  corporate  structure  was  designed 
rthat  way.  It  lets  us  respond  to  the  competitive  needs 
!of  the  marketplace  sooner.  Innovate  products  faster. 
L[At  USLIFE,  it  often  takes  only  three  months  to  de- 
|j|velop  a  new  product — an  incredibly  short  time  for 
lithe  insurance  business.  That  helps  keep  our  com- 
I  Detitive  edge  sharp. 

l4rThe  four-legged  stool,  explained. 

Behind  USLIFE's  success  is  a  unique  marketing 
(strategy  symbolized  by  a  four-legged  stool.  One  leg 
stands  for  service.  Another,  our  commitment  to  our 
producers.  Another,  our  competitively  priced  product 
inline.  The  last  leg  stands  for  our  marketing  leadership. 
jfAnd  our  aggressive  management. 

Why  don't  you  take  a  closer  look  at  USLIFE? 
You'll  see  how  fast  we  keep  moving  ahead.  And  why. 
To  get  a  copy  of  our  annual  report  and  latest  quarterly 
i  learnings,  just  write  to  Dept.  M,  USLIFE  Corporation, 
Il25  Maiden  Lane,  New  York,  NY  10038.  If  it's  more 
'■convenient  for  you,  call  212-425-8010,  extension  369. 


OUR  FAMILY  OF  COMPANIES. 


Life  Insurance 

The  United  States  Life 
Insurance  Company 

USLIFE  Life  Insurance 
Company  of  California 

USLIFE  Credit  Life 

Great  National  Life 

Old  Line  Life  

All  American  Life 

Lincoln  Liberty  Life 

Sooner  Life 

Security  of  America  Life 


Financial  Services 

USLIFE  Advisers,  Inc.  

USLIFE  Credit  Corporation 

USLIFE  Equity  Sales  

USLIFE  Realty  

USLIFE  Real  Estate  Services 

USLIFE  Systems  

USLIFE  Title  Insurance 
Company  of  Dallas  

USLIFE  Title  Insurance 
Company  of  New  York 


U3JFE 

life  is  a  family  affair 

USLIFE  Corporation 

125  Maiden  Lane,  New  York,  NY  10038 


j  1981  VOLVO  OF  AMERICA  CORPORATION 


THERE'S  ONLY  ONE  PROBLEM  WITH  OFFERING 
A  HAND -CRAFTED  CAR  FOR  UNDER  $25,000. 
WE  CAN'T  OFFER  MANY. 


It's  unfortunate  that  in 
this  day  and  age  of  high- 
speed assembly  lines,  many 
people  have  come  to  regard 
a  certain  amount  of  slip- 
shod workmanship  in  a  car 
as  inevitable. 

To  these  people,  the 
Bertone  Coupe  by  Volvo  will 
come  as  a  pleasant  surprise. 

The  Bertone  Coupe 


is  assembled  under  the 
watchful  eyes  of  craftsmen 
in  one  of  Europe's  most 
prestigious  coachworks: 
Bertone  of  Turin,  Italy.  Each 
body  panel  is  carefully  fit- 
ted by  hand;  each  seam  is 
hand-burnished.  Inside, 
sumptuous  glove  leather 
has  been  painstakingly 
hand  cut  and  hand  sewn. 


Volvos  start  at  $9,495.  Bertone  Coupe  model  shown  suggested  retail  price  $20,560. 


The  wood  paneling  is  hand- 
polished  to  an  elegant  gloss. 

Obviously,  when  you  ' 
build  a  car  this  slowly  and 
carefully,  you  can't  build 
many.  In  fact,  fewer  than 
1,300  Bertone  Coupes  will 
be  available  this  year. 

But  if  you're  fortunate 
enough  to  obtain  one, 
you'll  be  getting  fine  Italian 

P.O.E.,  taxes,  dealer  preparation,  delivery 


handcraftsmanship,  solid 
Swedish  engineering, 
and  a  long  list  of  luxury 
appointments— all  for 
thousands  less  than  you'd 
pay  for  any  other  hand- 
crafted car  in  the  world. 

So  visit  a  Volvo  dealer 
today  And  purchase  one 
of  these  rare  species  while 
you  can.  VOLVO 

charges  and  Lambda  Sond®  additional. 


oat  is  J.B.  Fuqua  really  up  to?  He  says  be 
eds  a  big  acquisition,  but  he's  moving  in  a 
\iy  that  makes  him  a  tempting  target. 

|  Time  to  buy  or 
time  to  sell? 


By  Jean  A.  Briggs 


Fuqua  has  a  problem.  The  $1.6 
bn-a-year  company  that  bears  his 
e  is  missing  the  fun  on  Wall  Street, 
aa  Industries  stock  has  barely 
;ed  over  the  past  year,  and  its  shares 
°  at  an  embarrassing  3  times  1980 
ings.  What's  more,  this  lackluster 
nrmancc  comes  at  a  time  when 
je  conglomerates  have  developed  a 
nvestor  following:  Allegheny  Corp., 
example,  has  appreciated  by  50% 
the  past  12  months.  So  have  Ban- 
Punta  and  Whittaker. 
rt  of  Fuqua's  trouble,  of  course, 
is  from  his  own  buy  'em,  sell  'em 
oach  to  management.  He  runs  Fuqua 
stries  more  as  a  portfolio  of  individ- 
:ompanies  than  as  a  coherent  corpo- 


rate whole.  Last  year  some  50%  of  earn- 
ings came  from  businesses  that  have 
since  been  sold.  Fuqua,  for  example,  is 
busily  disposing  of  his  broadcasting  oper- 
ations. The  reason?  He  thinks  they're  at 
the  top  of  the  market  because  of  compe- 
tition from  cable  television  systems  and 
videodiscs. 

Such  is  Fuqua's  style — and  it  isn't 
about  to  change.  At  the  moment,  he's 
squirreling  away  cash.  Fuqua  Industries, 
he  says,  needs  a  major  acquisition  to  give 
it  a  public  identity.  But  Fuqua  doesn't  get 
his  ego  wrapped  up  in  takeovers.  He 
backed  away  from  Avis,  the  we-try-hard- 
er  car  renters,  when  Norton  Simon  of- 
fered more  money.  His  efforts  to  buy 
Hoover,  the  vacuum  cleaner  folks,  also 
collapsed. 

So  Fuqua  bides  his  time,  scanning  the 


landscape,  looking  for  another  opportu- 
nity. That's  not  all  he's  doing,  of  course. 
Fresh-faced  at  62,  he's  a  dealmaker  at 
heart.  Fuqua  wants  an  operating  com- 
pany to  pair  with  Cyprus  Corp.,  a  $52 
million  (assets)  closed-end  investment 
company  he  controls.  He  also  needs  an 
acquisition  for  Pier  1  Imports,  a  $117 
million-a-year  Texas-based,  retail  com- 
pany. Fuqua  is  its  chairman,  and  Pier  1 
has  a  fat  tax-loss  carryforward. 

As  for  Fuqua  Industries,  however,  all  of 
his  recent  deals  have  had  one  purpose: 
putting  the  company's  financial  house  in 
order.  "We've  been  operating  conserva- 
tively over  the  past  two  years,  getting 
ourselves  into  a  more  liquid  position," 
says  Fuqua,  sitting  calmly  on  a  sofa  in  his 
office  high  above  downtown  Atlanta. 
He's  just  returned  from  his  winter  home 
in  Ft.  Lauderdale,  where,  he  says,  deal- 
makers  love  to  visit.  "At  the  end  of  last 
year,  we  had  over  $9  per  share  in  cash 
and  our  stock  was  trading  at  about  14. 
Our  working  capital  was  $300  million — 
more  than  our  total  book  value  and  more 
than  our  total  long-term  debt." 

Fuqua  flips  open  a  just-published  annu- 
al report.  "If  we  had  to  raise  money 
quickly  we  could  do  it,"  he  explains.  "We 
have  almost  no  current  debt,  and  we 
have  $250  million  of  available  credit." 
Fuqua  cites  two  reasons  for  his  preoccu- 
pation with  cash:  his  desire  to  acquire 
something  very  big  and  the  uncertain 
economy.  "I'm  not  really  a  pessimist,  but 
the  company's  liquidity  gives  me  great 
comfort." 

In  the  past,  of  course,  Fuqua  Industries 


7  Industries  Chairman  /  B  Fuqua 
<  your  eye  on  the  cash. 
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Dictaphone 
introduces  a 
very  valuable 
commodity. 


Til  *v 


Dictamite  MX.  Dictaphone's  small- 
est, smartest  portable  dictating 
machine  ever.  An  engineering 
triumph.  / 

Two  speeds  mean  two  full 
hours  of  recording  time. 
Fast-forward  control. 
Conference  recording  y^^Hfe 
capability  and  micro-    (:  j£ 
processor-controlled     V  '."Vwj 
electronic  indexing  to  V| 
search  out  and  playback  notes!* 

Dictamite  MX.  The  new  "gold 
standard"  in  small  portable 
dictation. 


D|  Dictaphone 

A  Pitney  Bowes  Company 


Discover  the  new  Dictamite  MX.  Fill  in  the  coupon  and  a  Dictaphone 
representative  will  contact  you.  Or  call  toll-free:  300"431  -  1  708 


TF-51 


Name_ 


Except  Hawaii  and  Alaska 
(In  New  York  call  91 4-967-2249) 


.Title  . 


Company^ 
Address  


-Phone . 


-City. 


_State_ 


-Zip 


Dictaphone  and  Dictamite  are  trademarks  of 
Dictaphone  Corporation.  Rye.  N  Y 


Mail  to:  Dictaphone  Corporation, 

105  Oak  Street.  Norwood,  N.J.  07648 


•  .  ,  i 


PROFIT. 


In  Arkansas,  we  provide  the  climate  for 
profit's  creation.  And  protection. 

Our  state  and  local  governments  are 
absolutely  committed  to  healthy  business 
development. 

Because  we  know  that  our  state  will  grow 
better  in  an  economy  which  creates  profits 
rather  than  one  which  absorbs  them. 


We'd  like  to  tell  you  more. 


ARKANSAS 


For  information,  write  to  the  Arkansas  Industrial  Development  Commission- F 
One  State  Capitol  Mali  Little  Rock,  Arkansas  72201.  Or  call  (501)  371-7675. 
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has  been  known  as  a  highly  leverl 
outfit,  and  J.B.  Fuqua  has  been  a  a 
advocate  of  doing  things  with  other 
pie's  money.  "I  still  am,"  he  insists, 
our  maturities  are  spread  out.  We  i 
have  any  that  are  current."  The  sprj 
ing  out  of  maturities  was  accompli: 
in  part  by  $80  million  in  favorable 
nancing  over  the  past  two  years,  wi 
was  used  to  pay  off  short-term  bank  d 

Fuqua  has  also  shored  up  his  bal} 
sheets  through  divestitures.  "We 
those  operations  that  are  not  giving 
proper  return,"  he  says.  "What  used  I 
a  proper  return  when  interest  rates  \ 
low  is  not  proper  any  longer." 

Fuqua  has  been  selling  his  broadcas 
erations — three  television  stations 


"We've  been  operating  cons  I 
vatively  over  the  past  n 
years,  getting  ourselves  ir\ 
liquid  position.  At  the  endk 
last  year  we  had  over  $9  ]| 
share  in  cash." 


year  and  now  two  small  radio  statioj 
for  very  different  reasons.  It  wasn't 
cause  tbey  weren't  profitable.  If  anyth 
they  were  too  valuable.  "We  couldn' 
ford  to  own  those  businesses,"  he 
plains.  "The  TV  stations  had  an  afte| 
return  of  about  $3  million  and  we 
them  for  $60  million.  That's  20  ti: 
earnings.  At  the  time,  our  stock  was 
ing  at  maybe  4  or  5  times  earnings." 

Fuqua's  biggest  recent  deal,  hov 
er,  was  the  spinoff  last  Novenj 
of  the  Interstate  Motor  Fre 
System,  one  of  the  largest  trucking  c 
panies  in  North  America.  With 
move,  Fuqua  not  only  rid  himself 
capital  intensive  operation  that  was « 
suming  cash  rather  than  generating  il 
also  got  rid  of  $45  million  in  long-ti 
debt  on  its  balance  sheet  and  $24  mil! 
in  potential  writeoffs  stemming  fi 
trucking  deregulation.  "That  would  rj 
flowed  through  as  a  loss,"  he  expla^ 
"A  big  visible  loss  that  no  one  wc 
have  understood." 

More  recently,  Fuqua  negotiate 
deal  to  sell  Hawthorn  Mellody,  a  d| 
in  Schaumburg,  111.  "We  got  that  c< 
pany  when  we  acquired  National  Inc 
tries,  in  1978,"  he  explains.  "We  alw 
intended  to  sell  it  because  retu 
aren't  high  enough  in  the  dairy  bl 
ness."  The  sale  will  bring  in  $12  i 
lion  in  cash  and  notes. 

With  this  and  much  more  gone,  whj 
left  of  Fuqua  Industries?  At  the  mom< 
Fuqua  is  particularly  happy  with 
chain  of  300  Martin  movie  theaters,  t 
ted  throughout  the  South.  They  arf 
his  fastest  growing  or  his  most  profiti 
business,  but  they  have  a  special  att: 
tion:  They  throw  off  lots  of  cash.  "1 
only  up-front  investment  is  popco 
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Bobertshaw's 
new  micro-electronic 
control  opens  up  more 
options  in  microwave  ovens . 

Advances  in  micro-computer  technology  at  Robertshaw 
have  produced  a  new  "universal"  control  for  microwave 
ovens.  Its  flexibility  gives  manufacturers  multiple  options 
from  a  standard  format  that  saves  production  time  and  costs. 
Universal  II  helps  the  OEM  to  market  a  broad  range  of 
models,  offering  the  consumer  features  from  basic  cooking 
to  sophisticated  three-stage  probe  functions. 

Robertshaw  combines  more  than  60  years  of  cooking 
"know  how"  with  R  and  D  discoveries  in  electronics.  This 
expertise  in  appliance  controls  is  just  one  area  of  leader- 
ship for  Robertshaw's  10,000  control  products  made  and 
marketed  around  the  world.  For  details,  write  to  Robertshaw 
Controls  Company,  Dept.  ACMF,  P.O.  Box  26544,  Rich- 
mond.VA  23261.  Or  call  804/281-0700.  Exports:  call 
Robertshaw  International  Operations,  804/285-4161 . 


CONTROLS  COMPANY 

The  Energy  Control  Company 


If  energy  availability  and  cost  are  affect- 
ing your  bottom  line,  you  need  to  take  a 
close  look  at  Arkansas. 

We  have  an  abundance  of  affordable,  home- 
grown energy  for  the  critical  decade  of  the 
1980's.  And  beyond. 

We'd  like  to  tell  you  more  about  how  a 
move  to  The  Great  Location  could  be  the  best 
move  your  company  could  make. 

ARKANSAS 


For  information,  write  to  the  Arkansas  Industrial  Development  Commission- F 
One  State  Capitol  Mall,  Little  Rock.  Arkansas  72201.  Or  call  (501)  371-7675. 
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peanuts  and  soft  drinks,"  he  exp 
"You  take  in  money  all  week  anc 
your  rentals  and  salaries  at  the  end 

A  more  obvious  star  is  McDon1 
Power  Equipment,  which  makes  p 
um-pnee  Snapper  brand  lawn  and  gj 
tools.  "Its  sales  increased  10%  last 
and  we  brought  down  20%  pret^ 
we've  done  every  year  for  the  pa 
years,"  Fuqua  explains.  Another  w 
is  Colorcraft  Corp.,  a  photo-fini 
business.  "It  has  grown  in  the  15 
we've  had  it,  from  $3  million  a  y§ 
$110  million,  and  we  are  continui 
expand,"  says  Fuqua. 

The  biggest  contributor  to  Fuqua* 
enues,  however,  is  Lano,  a  petro 
distributor  that  does  business  in  1 


"We  sell  those  operations  i 
are  not  giving  us  a  propet 
turn.  What  used  to  be  a  pre 
return  when  interest  n 
were  low  is  not  proper 
longer." 


Louisiana  and  Oklahoma.  Its  oper 
earnings  shot  up  dramatically  in 
from  $25  million  to  $124  million,  la 
because  of  a  tight  supply  market 
rising  prices,  but  they  deflated  jn 
quickly  last  year  to  $31  million.  Fi 
however,  thinks  of  Lano  in  diff 
terms  entirely:  "It  is  both  literally 
figuratively  liquid,"  he  explains, 
have  $180  million  in  inventories  an 
ceivables  and  we  could  get  all  our  m 
out  in  60  days.  It's  an  extremely 
investment." 

There  are,  of  course,  other  co 
nies  in  Fuqua's  portfolio — a 
fabricated-home  builder, 
processors  and  sporting  goods  man 
turers  that  make  everything  from  1 
ing  balls  to  athletic  socks.  But  he  i 
ly  likes  to  talk  about  the  busin 
he's  interested  in  now.  Those  { 
change  in  a  flash  if  they  don't  met 
expectations  or  if  new  opportui 
seem  more  exciting.  It  boils  dow 
this:  What  investors  are  really  be 
on  with  Fuqua  Industries  is  the  sk 
J.B.  Fuqua. 

Don't   underrate   that.  Fuqua, 
owns  just  4%  of  Fuqua  Industries'  si 
already  has  immortality  of  sorts:  h 
cently  gave  Duke  University  $10 
lion,  and  its  business  school  is 
n-amed  for  him.  Despite  his  palaver  I 
socking  away  cash  for  acquisitions, 
ever,  J.B.  Fuqua  might  actually  be  sj 
ing  up  his  balance  sheet  for  anothe 
son.  Too  shrewd  a  negotiator  to  1 
his  wares,  he  seems  surprisingly  r 
tive  to  being  acquired.  "While  I'rr 
tainly  not  seeking  anybody  to  take 
the  company,  if  someone  offered  a 
that  was  sufficiently  attractive  I  \* 
not  try  to  hold  out."  ■ 
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5 Eastman  Kodak  Company.  1981 


'Good  news,  J.B. !  I  think  this  will  solve 
our  copier  collating  problems!" 


For  some  copiers,  you  really  do  need 
rollerskates:  Load  here.  Keyboard  there.  Dash  around 
to  pull  out  copies.  Run  back  for  the  originals. 

The  way  a  Kodak  copier  is  designed, 
you  get  a  lot  less  exercise,  but  a  lot  more  efficiency. 
Stand  right  in  front  of  the  copier.  Position  originals, 
give  instructions  and  pick  up  copies  (and  what 
great  copies  they  are— people  say  they're  the  best 
in  the  business).  You  can  even  make  two-sided,  col- 
lated and  stapled  sets.  Right  in  front. 

May  we  demonstrate? 

Write:  Eastman  Kodak  Company, 
CD1389,  Rochester,  N.Y  14650. 

Kodak  copiers . .  .you  don't  need 
roller  skates  to  run  them. 


Kodak  Ektaprint  150AF  copier-duplicator 


,.mn  to  read  an  annual  repor 
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By  Jane  Bryant  Quinn 


International  Paper  asked  Jane  Bryant  Quinn, 
business  commentator  for  the  CBS-TV  Morning 
News,  columnist  for  Newsweek,  and  author  of 
Everyone's  Money  Book,  to  tell  how  anyone 
can  understand  and  profit  from  a  company's 
annual  report. 


To  some  business  people  I  know, 
curling  up  with  a  good  annual 
report  is  almost  more  exciting  than 
getting  lost  in  John  le  Cane's  latest 
spy  thriller. 

But  to  you  it  might  be  another 
story.  "Who  needs  that?"  I  can  hear 
you  ask.  You  do-if  you're  going  to 
gamble  any  of  your  future  working 
for  a  company,  investing  in  it,  or 
selling  to  it. 

Why  should  you  bother? 
Say  you've  got  a  job  interview  at 
Galactic  Industries.  Well,  what 
does  the  company  do?  Does  its 
future  look  good?  Or  will  the 
next  recession  leave  your  part 
of  the  business  on  the  beach? 

Or  say  you're  thinking  of  in- 
vesting your  own  hard-earned 
money  in  its  stock.  Sales  are 
up.  But  are  its  profits  getting 
better  or  worse? 

Or  say  you're  going  to  supply 
it  with  a  lot  of  parts.  Should  you 
extend  Galactic  plenty  of  credit  or 
keep  it  on  a  short  leash? 

How  to  get  one 
You'll  find  answers  in  its  annual 
report.  Where  do  you  find  that? 
Your  library  should  have  the  annual 
reports  of  nearby  companies  plus 
leading  national  ones.  It  also  has 
listings  of  companies'  financial 


officers  and  their  addresses  so  you 
can  write  for  annual  reports. 

So  now  Galactic  Industries' 
latest  annual  report  is  sitting  in 
front  of  you  ready  to  be  cracked. 
How  do  you  crack  it? 

Where  do  we  start?  Not  at  the 
front.  At  the  back!  We  don't  want 
to  be  surprised  at  the  end  of  this 
story. 

Start  at  the  back 

First,  turn  back  to  the  report  of  the 
certified  public  accountant.  This 
third-party  auditor  will  tell  you 
right  off  the  bat  if  Galactic's  report 
conforms  with  "generally  accepted 
accounting  principles." 

Watch  out  for  the  words  "sub- 
ject to."  They  mean  the  financial 
report  is  clean  only  if  you  take  the 
company's  word  about  a  particular 
piece  of  business,  and  the  accoun- 
tant isn't  sure  you  should.  Doubts 
like  this  are  usually  settled  behind 
closed  doors.  When  a  "subject  to" 
makes  it  into  the  annual  report,  it 
could  mean  trouble. 

What  else  should  you  know 
before  you  check  the  numbers? 

Stay  in  the  back  of  the 
book  and  go  to 


in  its  pocket.  Are  earnings  up 
Maybe  that's  bad.  They  may  be 
because  of  a  special  windfall  ths 
won't  happen  again  next  year. 
The  footnotes  know. 
For  what  happened  and  wh 
Now  turn  to  the  letter  from  the 
chmrman.  Usually  addressed  "to 
stockholders,"  it's  up  front,  and 
should  be  in  more  ways  than  one 
The  chairman's  tone  reflects  th« 
personality,  the  well-being  of  h 
company. 

In  his  letter  he  should  tell  yi 
how  his  company  fared  this  yeai 
But  more  important,  he  should 
you  why.  Keep  an  eye  out  for  set 
fences  that  start  with  "Except  fc 
and  "Despite  the. . ."  They're  clui 
to  problems. 

Insights  into  the  future 
On  the  positive  side,  a  chairmai 
letter  should  give  you  insights 
into  the  company's  future  and  itt 
stance  on  economic  or  political 
trends  that  may  affect  it. 

While  you're  up  front,  look 
what's  new  in  each  line  of  busini 
Is  management  getting  the  com- 
pany in  good  shape  to  weather 
tough  and  competitive  1980' 
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'Reading  an  annual  report  can  be  (almost)  as  exciting  as  a  spy  thriller— if  you  know  how  to 
find  the  clues.  I'll  show  you  how  to  find  the  most  important  ones  here." 


the  footnotes.  Yep!  The  whole 
profits  story  is  sometimes  in  the 
footnotes. 

Are  earnings  down?  If  it's  only 
because  of  a  change  in  accounting, 
maybe  that's  good!  The  company 
owes  less  tax  and  has  more  money 


Now-and  no  sooner-should 
you  dig  into  the  numbers! 

One  source  is  the  balance  shet 
It  is  a  snapshot  of  how  the  compa 
stands  at  a  single  point  in  time.  C| 
the  left  are  assets  -  everything  tht 
company  owns.  Things  that  can 


6 


Jy  be  turned  into  cash  are 
it  assets.  On  the  right  are 
ies  -everything  the  company 
Current  liabilities  are  the  debts 
i  one  year,  which  are  paid  out 
Tent  assets. 

"he  difference  between  current 
and  cunent  liabilities  is  net 
ig  capital,  a  key  figure  to 
1  from  one  annual  (and  quar- 
j  report  to  another.  If  working 
il  shrinks,  it  could  mean  trou- 
pe possibility:  the  company 
lot  be  able  to  keep  dividends 
ng  rapidly. 

Look  for  growth  here 

wlders'  equity  is  the  difference 
;en  total  assets  and  liabilities. 
ie  presumed  dollar 
of  what  stock- 
ts  own.  You  want  it 

)W. 

mother  important 
per  to  watch  is  long- 
iebt.  High  and  rising 
relative  to  equity, 
5e  no  problem  for  a 
ng  business.  But  it 
weakness  in  a  com- 
that's  leveling  out. 
e  on  that  later. ) 
Tie  second  basic  source  of 
)ers  is  the  income  statement.  It 
>  how  much  money  Galactic 
or  lost  over  the  year, 
lost  people  look  at  one  figure 
t's  in  the  income  statement  at 
Dttom:  net  earnings  per  share. 

out.  It  can  fool  you. 
tic's  management  could  boost 
gs  by  selling  off  a  plant.  Or 
ing  the  budget  for  research 
vertising.  (See  the  foot- 
')  So  don't  be  smug  about  net 
gs  until  you've  found  out 
ey  happened-and  how  they 
happen  next  year, 
heck  net  sales  first 
umber  you  should  look  at  first 
income  statement  is  net  sales. 
ourself:  Are  sales  going  up  at  a 
ate  than  the  last  time 
d?  When  sales  increases  start 
w,  the  company  may  be  in 
e.  Also  ask:  Have  sales  gone 
ter  than  inflation?  If  not,  the 
any 's  real  sales  may  be  behind, 
isk  yourself  once  more:  Have 
»one  down  because  the  corn- 
is  selling  off  a  losing  business? 


If  so,  profits  may  be  soaring. 

(I  never  promised  you  that  fig- 
uring out  an  annual  report  was 
going  to  be  easy!) 

Get  out  your  calculator 
Another  important  thing  to  study 
today  is  the  company's  debt.  Get 
out  your  pocket  calculator,  and 
turn  to  the  balance  sheet.  Divide 
long-term  liabilities  by  stock- 
holders' equity.  That's  the  debt-tO' 
equity  rath. 

A  high  ratio  means  that  the 
company  borrows  a  lot  of  money  to 
spark  its  growth.  That's  okay-if 
sales  grow,  too,  and  if  there's 
enough  cash  on  hand  to  meet  the 
payments.  A  company  doing  well 


"For  inside 
meeting  wi 


information,  an  annual  report  is  second  only  to 
th  the  brass  behind  closed  doors.  Come  on  in!" 

on  borrowed  money  can  earn  big 
profits  for  its  stockholders.  But  if 
sales  fall,  watch  out.  The  whole 
enterprise  may  slowly  sink.  Some 
companies  can  handle  high  ratios, 
others  can't. 

You  have  to  compare 

That  brings  up  the  most  important 
thing  of  all:  One  annual  report,  one 
chairman's  letter,  one  ratio  won't 
tell  you  much.  You  have  to  com- 
pare. Is  the  company's  debt-to- 
equity  ratio  better  or  worse  than  it 


used  to  be?  Better  or  worse  than 
the  industry  norms?  Better  or 
worse,  after  this  recession,  than  it 
was  after  the  last  recession?  In 
company-watching,  comparisons 
are  all.  They  tell  you  if  management 
is  staying  on  top  of  things. 

Financial  analysts  work  out 
many  other  ratios  to  tell  them  how 
the  company  is  doing.  You  can 
learn  more  about  them  from  books 
on  the  subject.  Ask  your  librarian. 

But  one  thing  you  will  never 
learn  from  an  annual  report  is  how 
much  to  pay  for  a  company's  stock. 
Galactic  may  be  running  well.  But 
if  investors  expected  it  to  run  bet- 
ter, the  stock  might  fall.  Or, 
Galactic  could  be  slumping  badly. 
But  if  investors  see  a  better  day 
tomorrow,  the  stock  could  rise. 

Two  important  suggestions 
Those  are  some  basics  for  weighing 
a  company's  health  from  its  annual 
report.  But  if  you  want  to  know  all 
you  can  about  a  company,  you 
need  to  do  a  little  more  homework. 
First,  see  what  the  business  press 
has  been  saying  about  it  over  recent 
years.  Again,  ask  your  librarian. 

Finally,  you  should  keep  up 
with  what's  going  on  in  business, 
economics  and  politics  here  and 
around  the  world.  All  can-and 
will-affect  you  and  the  companies 
you're  interested  in. 

Each  year,  companies  give  you 
more  and  more  information  in  their 
annual  reports.  Profiting  from  that 
information  is  up  to  you.  I  hope 
you  profit  from  mine. 


Today,  the  printed  word  is  more  vital  than  ever.  Now  there  is 
more  need  than  ever  for  all  of  us  to  read  better,  write  better,  and 
communicate  better. 

International  Paper  offers  this  series  in  the  hope  that,  even  in  a 
small  way,  we  can  help. 

Since  we  started  printing  it  in  1979,  we  have  sent  out-at 
requests  from  people  everywhere,  including  students,  teachers  and 
business  people-nearly  three  million  reprints. 

If  you  would  like  reprints  of  this  advertisement,  write:  "Power 
of  the  Printed  Word,"  International  Paper  Co.,  Dept.  8-K,  PO.  Box 
900,  Elmsford,  New  York  10523.  ©i98i.  international  paper  company 
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Hernando  Courtright  is  76  and  got  his  first 
job  from  A.P.  Giannini,  but  he  isn't  slowing 
down.  He  wants  to  sell  the  Beverly  Wilshire — 
so  that  he  can  buy  it  back. 


The  grand 
hotelier 


Profiles 


By  Michael  Kolbenschlag 

HIS  BLUE  EYES  FLASH  AS  HE  thl 
a  dog-eared  computer  prin 
"First  we're  going  to  form  a 
nership.  Then  we'll  sell  the  hotel— 
ing  back  an  operating  contract  an 
option  to  repurchase."  The  man  d 
the  talking  has  the  tone  of  a  gel 
planning  a  campaign.  Actually,  he's 
nando  Courtright,  the  76-year-old  01 
of  Los  Angeles'  Beverly  Wilshire  Ho 
Courtright,  who  owns  33%  of  the 
erly  Wilshire,  bought  the  hotel  with 
estate  developer  and  Broadway  prod 
Roger  Stevens  in  1961  for  around  $8 
lion.  Today,  Courtright,  Stevens  anc 
other  ten  investors  are  trying  to  sell : 
as  much  as  $200  million.  Even  at 
handsome  price,  however,  Court! 
can  hardly  imagine  doing  without 
Beverly  Wilshire,  which  is  not  onl> 
hotel  but  also  his  home.  Still,  he'll  n 
the  sacrifice  to  improve  cash  flo\. 
keep  the  grand  hotel  independent. 

The  trouble  is  not  revenues.  E 
month  they  set  a  new  record  and 
hotel  averages  88%  occupancy.  The 
erly  Wilshire,  unlike  many  other  i 
pendent  hotels,  has  maintained  its  p 
as  a  favored  stopover  for  the  rich  and 
royal.  The  King  of  Spain,  the  Princ 
Wales,  artists  like  Rubinstein  and  I 
eyev — all  are  loyal  guests  of  Courtr 
and  his  staff  of  850.  With  average  n 
rates  of  $120  a  night,  the  Beverly  1 
shire  brings  in  more  than  $30  miilii 
year.  Before  taxes  and  depreciation 
leaves  a  profit  of  about  $17  million- 
bad  for  a  533-room  hotel. 

After  20  years  under  Courtright's  1 
trol,  however,  the  Beverly  Wilshire  h 
serious  economic  problem.  The  hoti 
running  out  of  depreciation.  "The  p 
lem  is  that  Uncle  Sam  has  his  han> 
deeply  in  my  pocket  that,  from  ani 
vestment  point  of  view,  it  has  all  beco 
very  frustrating,"  says  Courtright,  ] 
does  some  quick  calculations  with  a  ] 
cil.  Unwilling  to  reveal  the  Wilshire's 
Courtright  speaks  in  hypothetical  ten 
"Say  we  have  $5  million  to  $6  mil 
pretax.  By  the  time  we've  paid  corpo 
taxes,  and  then  personal  taxes  that  an 
in  the  75%  bracket,  there's  ab 
$360,000  left  for  the  shareholders.  1 
has  become  ludicrous."  Actually,  C01 
right's  net,  6%  of  revenues,  is  better  t 
the  4%  to  4.5%  industry  average. 

But,  because  of  its  low  deprecial 
charges,  the  Beverly  Wilshire's  c< 
bined  federal  and  state  tax  bracke 
now  58%,  compared  with  the  4 
maintained  by  most  of  the  big  cha 
"No  one  is  getting  rich  in  the  hotel  b 
ness,  but  the  big  chains  have  depr 
ation  schedules  and  investment  tax  aP 
its  to  keep  taxes  down  and  keep 
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When  EDP  managers  looked 
for  a  way  to  protect  their  data  links 
from  radio  interference... 

Siemens  found  it.  _ 


Siemens  developed  a  Radio  Fre- 
quency Interference  Filter  which, 
when  engineered  into  data  process- 
ing equipment,  protects  it  from  data 
damaging  interference. 

This  is  the  kind  of  response  to 
customer  needs  that  makes  Siemens 
an  exceptional  working  partner 
in  electronics,  and  in  such  fields  as 
medical  engineering,  power  engi- 
neering and  telecommunications. 
Siemens  technology  is  honed  to  a 
leading  edge  by  the  $5,1  million 
invested  in  R  &  D  each  working  day 
by  the  parent  company,  Siemens 
AG,  a  world  leader  in  electrical  and 
electronic  engineering. 

Siemens  has  over  11,000  U.S.  em- 
ployees in  15  manufacturing  plants, 
three  R&D  facilities,  and  sales  and 
service  offices  serving  all  50  states- 
plus  access  to  Siemens  offices  in 
120  countries. 

Learn  more  about  how  Siemens  can 
respond  constructively  to  your 
needs.  Contact: 

Siemens  Corporation,  Box  1000, 
186  Wood  Avenue  South, 
Iselin,  New  Jersey  08830. 


Siemens.  On  t 


business  lucrative,"  says  Randell  Smith, 
associate  director  of  research  at  La- 
venthol  &  Horwath. 

Courtnght's  bind  comes  despite  his 
spending  an  average  of  $200,000  per 
room  in  expanding  and  refurbishing  the 
Beverly  Wilshire  since  1972.  The  fabric 
wall  coverings  are  by  Stroheim  and  Rq- 
mann,  the  marble  is  Rouge  Incarnat  and 
Tinos  Vert  Carrara,  the  carpets  are  by 
Karastan.  The  Beverly  Wilshire  is  one  of 
the  few  hotels  ever  to  have  been  featured 
in  the  prestigious  Architectural  Digest 

So  far  Courtright  has  spent  some  $30 
million  on  his  remodeling.  About  half  of 
that  depreciation  has  been  used  up,  leav- 
ing $  1 5  million  or  so,  which  is  barely  one- 
twelfth  what  it  could  be  for  an  owner  that 
paid  the  current  market  value.  Courtright, 
in  fact,  knows  that  his  would-be  competi- 
tors will  never  be  able  to  afford  the  kind  of 
luxury  he  has  built  over  the  years — even  if 
he  can  no  longer  depreciate  it. 

Now  Courtright  wants  to  unlock  the 
depreciation  and  tax-constrained  cash 
flow  of  the  Beverly  Wilshire.  "Becoming 
a  partnership  will  solve  the  corporate 
tax  problem,"  says  Courtright.  "And  by 
selling  with  the  option  to  repurchase  we 
will  set  the  stage  for  regaining  our  de- 
preciation at  a  later  date."  This  also 
means  that  Courtright  will  stay  on  and 


Courtright  outside  the  Beverly  Wilshire  lobby 

Building  cashflow  is  the  solution  to  his  problem. 


run  his  beloved  Beverly  Wilshire. 

So  far  he  has  turned  down  offers  for  as 
much  as  $135  million  from  such  rivals  as 
Trans  World  Corp.  and  Pan  American, 
who  weren't  interested  in  repurchase 
agreements.  But  eventually  the  right 
buyer  will  come  along.  "Right  now  we're 
locked  into  the  hotel  and  can't  get  the 


value  out,"  says  Courtright.  "T 
what  has  happened  to  a  lot  of  indt 
dent  hotels.  But  by  doing  what's  riglijed 
cash  flow  we'll  head  off  major  prob 
before  they  develop." 

What  Courtright  can  do,  of  cour; 
manage  a  hotel  with  a  style  and  j 
that  no  chain  can  match.  The  Be 
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Mayflower  means  moving  our  personnel  from 
Dallas  to  Denver.  From  Memphis  to  Fort  Worth. 
From  Boston  to  D.C.  On  time. 


t lire's  owner  is  a  mustachioed,  debo- 
— xecutive  whose  name  is  a  perennial 
est-dressed  lists.  He  is  among  the 
n's  last  great  hoteliers.  His  counter- 
that  have  thrown  in  the  towel  are 
n.  Edwin  Brashears  Jr.  has  sold  the 
e  in  Chicago,  Ben  Novack  has  left 
:ontainebleau  in  Miami.  The  Ari- 
Biltmore  in  Phoenix  is  now  a  West- 
'estern  International)  hotel,  and  the 
us  Pierre  in  New  York  reports  to 
in's  Trust  House  Forte  group. 

those  independents  who  have 
led  the  auction  block  there  is  little 
lebrate.  In  1981  nearly  all  the  big 
chains  are  expanding  in  center-city 
ions  as  they  go  after  the  deluxe  hotel 
that  had  long  been  the  province 
support  of  the  independent  hotel, 
iott  is  going  into  downtown  Den- 
Westin  this  month  opens  a  deluxe 
in  Cincinnati,  and  Canada's  Four 
ns  Hotels  Ltd.  is  exploring  the  pos- 
ty  of  putting  up  a  posh  place  across 
Itreet  from  Courtright's  select  spot 
'ilshire  Boulevard  in  Beverly  Hills, 
the  tradition  of  Cesar  Ritz  and  Luci- 
lloomer  of  the  Waldorf-Astoria  in 
1  York,  however,  Courtright  has 
led  personal  charm  and  business 
Who  else  would  greet  the  emperor 
pan  with  a  15-piece  mariachi  band 
en  yachtsman  King  Olav  of  Norway 
a  gangplank?  The  personalized  li- 
,:  t  plate  on  his  black  Rolls  Silver 


In  the  tradition  of  Cesar  Ritz 
and  Lucius  Bloomer  of  the 
Waldorf-Astoria,  Courtright 
blends  personal  charm  and 
business  flair.  Who  else  would 
greet  Japan's  emperor  with  a 
15-piece  mariachi  band  or 
King  Olav  of  Norway  with  a 
gangplank?  The  license  plate 
on  his  black  Rolls  Silver 
Cloud  reads  padrino. 


Cloud  bears  the  name  padrino,  his  offi- 
cial title  as  "Godfather  of  Los  Angeles." 
Others  know  him  as  "Mr.  Champagne" 
for  his  habit  of  welcoming  guests  with 
bottles  of  bubbly. 

Courtright,  however,  wasn't  always  at 
home  with  such  luxury.  He  was  bom  in 
Coeur  d'Alene,  Idaho  in  1904.  His  poly- 
glot Basque-Irish-Dutch  family  includes 
the  wealth  of  Spanish  dons  and  success- 
ful European  merchants.  Unfortunately, 
recalls  Courtright,  none  of  the  wealth 
was  on  his  side  of  the  family.  So  he  set  a 
goal  to  get  rich  on  his  own.  That  led  to 
his  first  disappointment.  Courtright  was 
studying  law  at  the  University  of  Califor- 
nia at  Berkeley  when  he  began  to  go  deaf 
in  his  sophomore  year.  He  faced  the  re- 
ality that  he  would  never  be  a  lawyer. 

But  there  were  other  ways  of  making 


money.  "I  was  good  with  figures,"  he 
recalls.  "I  thought  there  might  be  some- 
thing for  me  in  banking."  There  was,  and 
a  neighborhood  chum  named  Mario 
Giannini  helped  him  get  it.  Mario's  fa- 
ther, A.  P.  Giannini,  ran  a  small  bank 
called  the  Bank  of  Italy,  soon  to  be  re- 
named the  Bank  of  America.  A.P.  Gian- 
nini gave  Courtright  a  job  in  his  corpo- 
rate banking  department.  "It  was  there 
working  with  Giannini  that  I  learned  an 
important  lesson,"  says  Courtright. 
"Don't  get  lost  in  a  balance  sheet.  Keep 
your  eye  on  cash  flow  and  the  rest  will 
take  care  of  itself." 

Courtright  also  learned  another  impor- 
tant lesson  at  the  fledgling  BofA.  Corpo- 
rate banking  in  the  1930s  was  a  backwa- 
ter and  hardly  the  route  to  wealth  he  had 
hoped  for.  Before  long,  however,  an  op- 
portunity for  another  detour  presented 
itself  and  Courtright  quickly  took  it. 

As  chairman  of  a  BofA  bondholders' 
committee,  Courtright  one  day  fore- 
closed on  an  obscure  boardinghouse  in 
Beverly  Hills  called  the  Beverly  Hills  Ho- 
tel. Jules  Stein,  the  head  of  Music  Corp. 
of  America  (now  MCA),  had  toyed  with 
the  idea  of  buying  the  hotel  and  giving  it 
to  one  of  his  young  lieutenants  named 
Lew  Wasserman  to  operate.  But  Stein 
decided  the  Beverly  Hills  Hotel  was  a 
bust  and  Wasserman  never  got  his 
chance.  Courtright  saw  the  hotel  differ- 
ently. While  there  may  not  have  been 


One  call  and  you're  moving. 

Look  for  your  nearest  Mayflower  agent  listed  in  the  Yellow  Pages. 


Knowing  what  it's  worth 
can  be  worth  a  lot. 


We  didn't  help  Isabella  launch  a  new- 
venture.  But  we  do  help  Holiday  Inns® 
explore  the  world  for  new  hotel 
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sites.  The  world's  largest  appraisal 
firm  can  help  you,  too,  with 
feasibility  studies  and  much  more. 


WE  KNOW  VALUES. 
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Profiles 

ilth  in  corporate  banking  there  were 
nds.  They  included  Harry  Warner  of 
rner  Brothers,  Joe  Schnitzer  of  RKO 
I  a  couple  of  other  Hollywood  friends, 
jrtright  convinced  them  to  buy  the 
-erly  Hills  Hotel  for  $1.5  million.  He 
rowed  his  $75,000  share  of  the  invest- 
nt  from  friends  at  Bof A. 

Ei  Courtright's  care  the  Beverly  Hills 
tel  blossomed.  A  swimming  pool  sur- 
ided  by  cabanas,  the  first  in  southern 
ifornia,  was  added.  The  Polo  Lounge 
built  around  an  old  polo  trophy  that 
>  given  to  Courtright  by  a  polo  pal. 
en  Courtright  decided  to  sell  the  ho- 
in  1956,  his  fortune  had  been  made. 


By  Larry  Marion 

1  ix  years  ago  Chairman  Richard 
i  A.  Lenon  of  International  Minerals 
I  &.  Chemical  Corp.,  the  world's 
|est  fertilizer  company,  set  out  to  di- 
sify.  He  wanted  to  balance  the  cycli- 
Ity  of  IMC's  phosphate-  and  potash- 
fd  fertilizers.  So  in  1975,  a  year  of 
qualed  earnings,  IMC  paid  $120  mil- 
■  in  cash  for  specialty  chemicals  man- 
;turer  Commercial  Solvents  Corp.  In 
7,  with  fertilizer  prices  in  decline,  as 
iad  predicted,  Lenon  bought  a  metal- 
;ical-coal  mine  for  $50  million, 
/hat  happened?  The  specialty  chemi- 
v  barely  broke  even;  the  coal  mine  is 
jfhe  red,  losing  $6  million  last  year, 
«h  no  turnaround  in  sight.  But  the 
tlilizers  have  gained  strength  since 
|8.  Today  IMC  is  earning  close  to  25% 
:ax  in  fertilizers,  which  should  con- 
lute  half  of  the  company's  $2.1  bil- 
|i  in  sales  and  70%  of  its  anticipated 
;2  million  earnings — $6  a  share  after 
|0-cent  LIFO  charge— in  the  fiscal 
jr  ending  June  30.  That  represents  a 


Over  the  years  he  had  turned  a  $75,000 
investment  into  a  25%  holding  in  a  hotel 
that  sold  for  $6  million.  He  and  MCA 
Chairman  Wasserman  still  laugh  about 
the  opportunity  that  MCA  missed. 

Next  came  an  operation  that  restored 
his  hearing.  And  then  several  years  when 
he  could  enjoy  his  newfound  health  and 
wealth  as  part  owner  of  a  wine  chateau 
in  France  and  president  of  an  unknown 
but  promising  real  estate  development 
on  the  back  lot  of  Twentieth  Century- 
Fox  called  Century  City. 

Meanwhile,  the  Beverly  Wilshire,  built 
in  1928,  was  in  decline.  Hotel  experts 
had  given  up  because  the  building's  sin- 
gle, small  entryway  opened  onto  congest- 
ed Wilshire  Boulevard.  But  Courtright 
saw  an  opportunity.  Turn  the  hotel 


24.5%  advance  on  good  1980  earnings. 

But  the  stock  market,  heeding  indus- 
try announcements  of  new  "  fertilizer 
plants,  does  not  believe  such  success  can 
continue.  It  knocked  25%  off  the  price  of 
IMC  stock  in  the  last  three  months. 
Lenon,  60,  a  25-year  veteran  of  the  busi- 
ness, thinks  The  Street's  fear  of  overca- 
pacity is  unfounded.  The  market,  he 
says,  is  looking  only  at  domestic  fertiliz- 
er demand — scheduled  to  grow  at  less 
than  5%  a  year — and  ignoring  9%  de- 
mand growth  overseas,  where  IMC  gets 
some  30%  of  its  sales.  He  is  increasing 
IMC  capital  spending  32%  this  year,  to 
$350  million,  and  plans  to  keep  spending 
at  $275  million — or  higher — annually  for 
the  foreseeable  future. 

Meanwhile,  Florida  phosphate  compa- 
nies are  planning  to  spend  $2  billion  by 
1985.  But  announcements  are  one  thing, 
finished  plants  another,  says  Daneb 
(Danny)  Teleki,  IMC's  chief  market  fore- 
caster. "A  thicket  of  government  regula- 
tions precludes  fast  expansion,"  says  Te- 
leki. "Up  to  70  permits  are  needed  to 
build  a  phosphate  mine.  It  used  to  take 


around  by  constructing  a  new  rear  wing 
and  building  a  dazzling  entry  between 
the  two.  Today  that  entrance,  with  its 
Louis  XV  bronze  and  iron  gates  and  gas 
lamps  from  Edinburgh  Castle,  is  more 
famous  than  the  Polo  Lounge  itself. 

At  times,  money  for  such  extravagant 
expansion  was  in  short  supply.  In  1972 
Courtright  sold  the  land  under  the  hotel 
to  the  BofA  to  raise  $5  million  to  keep 
his  renovation  going.  "I  made  only  one 
mistake,"  he  says.  "I  should  have  sold 
both  the  land  and  the  hotel  and  raised 
even  more  cash.  If  your  judgment  is  right 
you  can  always  buy  assets  back."  Her- 
nando Courtright  did  just  that — buying 
the  land  back  from  BofA  in  1975. 

If  he  can  find  the  right  purchaser,  he'll 
get  another  chance  this  year.  ■ 


2V2  years  to  build  a  mine,  but  now  it 
takes  more  than  5."  Meanwhile,  IMC  is 
well  along  on  a  $500  million  joint  ven- 
ture with  W.R.  Grace  to  open  a  new 
phosphate  mine  in  central  Florida  near 
their  existing  Mulberry  facilities,  which 
should  play  out  over  the  next  decade. 
IMC  also  is  eager  for  the  government  of 
Manitoba  province  to  approve  a  $600 
million  outlay  for  a  new  potash  mine. 

Lenon,  who  became  chief  executive  of 
the  Chicago-based  company  in  1971, 
reckons  the  oil  companies  are  not  about 
to  swamp  his  market  with  overcapacity 
as  they  did  in  the  late  1960s  and  mid- 
1970s.  And  his  company  is  not  a  major 
factor  in  the  nitrogen  fertilizers  of  such 
big  petrochemical  companies  as  SoCal 
and  Monsanto.  IMC  dominates  the  other 
two  members  of  the  triad  of  fertilizer 
materials,  phosphate  and  potash,  where 
the  main  competitors  are  Williams  Cos., 
TexasGulf  and  Freeport  Minerals.  Lenon 
says:  "Circumstances  mitigate  against 
the  overcapacity  of  the  early  1970s," 
when  IMC  earnings  all  but  disappeared 
and  its  long-term  debt  soared. 

Lenon  has  brought  debt  down  to  33% 
of  capitalization  today.  With  cash  flow 
after  dividends  running  at  $160  million 
last  year,  he  will  have  to  borrow  about 
$150  million  over  the  next  few  years  to 
finance  his  ambitious  capital  plans.  And, 
for  a  change,  he  can  afford  it. 

But  Lenon  hasn't  forgotten  the  early 
1970s,  nor  his  intention  to  balance  the 
cyclically  of  fertilizers.  This  time, 
though,  he  intends  to  accomplish  that 
balance  from  within,  not  by  acquisition. 
His  vehicle:  the  growing  field  of  animal 
medicine.  IMC  always  had  a  hand  in 
animal  drugs,  producing  vitamins  for 
calves  as  a  by-product  of  phosphate.  But 
with  the  1975  Commercial  Solvents  ac- 
quisition it  picked  up  Ralgro,  a  chemical 
used  as  a  cattle  growth  stimulant.  Ralgro 
was  a  commercial  also-ran  to  the  syn- 
thetic growth  hormone  diethylstilbes- 
trol,  or  DES,  then  used  in  eattle  al- 
though the  Food  &.  Drug  Administration 


e  fertilizer  cycle  will  not  happen  in  the  way 
%t  the  market  anticipates,  says  IMC's  Dick 
non,  but  he  has  found  an  offset  anyway 


"We  won't  go 
very  far  down" 
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AMF  TODAY 


r 

B 

ENERGY  SERVICES 
AND  PRODUCTS: 

Pipe  inspection  and  coating  services 
for  the  world's  energy  producers. 

For  over  40  years,  AMF  Tuboscope® 
has  been  the  worldwide  leader  in  sup- 
plying technologically  advanced 
inspection  and  coating  services  for  oil 
and  gas  field  tubulars.  These  services 
extend  pipe  life  and  help  prevent  mult 
million  dollar  failures  in  weils  that  can 
run  as  deep  as  30,000  feet  into  the 
ground.  Today,  AMF  Tuboscope  also 
provides  these  and  other  specializea 
services  to  the  geothermal  energy 
industry  as  well  as  to  the  pipeline 
and  petrochemical  industries. 


You  know  AMF  makes  many  of  the 
world's  leading  leisure  products  today. 

But  did  you  know  we  also  supply  a 
wide  range  of  technologically  advanced 
services  and  products  to  many  of  the 
world's  most  successful,  high-growth  busi- 
nesses and  industries  today? 

They  are  the  services  and  products  of  our 
AMF  Industrial  Groups.  And  together  with  our 
AMF  Leisure  Products  Groups  they  insure  the 
continued  dynamic  growth  and  profitability  of 
AMF  in  the  80's. 


©  AMF  Incorporated,  1980 


SPECIALTY  MATERIALS: 

Itate-of-the-art  filtration  and  separation  media 
pr  pharmaceutical,  food-beverage,  and 
:hemical  industries  worldwide. 

The  continuous  growth  of  AMF's  Specialty 
/laterials  Group  has  resulted  from  its  dramatic 
^novations  in  filtration  and  separation  technology, 
movations  which  have  led  to  the  most  advanced 
iroprietary  media  in  use  today.  Like  AMF  Cuno 
)ivision's  asbestos-free  Zeta  Plus  systems  which 
re  now  being  used  in  many  pharmaceutical 
.pplications,  in  the  processing  of  high  fructose 
orn  sugar  for  the  soft  drink  industry,  and  in 
ountless  other  fields.  These  technological 
dvancements  in  purification  techniques  are 
jading,  in  turn,  to  other  even  more  sophis- 
icated  systems  of  great  future 
ignificance.  Among  them:  a 
lew  virus  concentrator  for 
;apturing  viruses  from  water, 
ithers  for  the  purification  of 
intibodies  and  antigens  for 
se  in  diagnostics,  and 
le  improved  process- 
ig  of  serum  and  fine 
fhemicals.  The  appli- 
cations of  systems 
uch  as  these  will  make 
*MF  a  major  factor 
i  the  growing  health 
are  market  of  tomorrow. 


ELECTRONIC  CONTROLS 
AND  SYSTEMS: 

Solid-state  devices  and  micropro- 
cessor-based energy  conservation 
controls  for  companies  and 
consumers. 

New  and  highly  innovative  products 
and  systems  developed  and  marketed 
worldwide  by  Potter  &  Brumfield,  Paragon 
Electric,  and  our  Electro  Components 
Division  have  made  this  another  fast- 
growing  segment  of  AMF,  today.  These 
include  devices  for  the  vast  computer 
and  telecommunications  industries, 
control  systems  and  components  for  the 
vending  industry  monitoring  devices 
for  the  mining  industry,  and  systems 
engineered  to  conserve  energy  in 
factories,  schools,  and  public 
buildings.  Equally  innovative  new 
timing  devices  that  offer  security 
and  energy  savings  are  helping  to 
make  AMF  a  household  word  in 
this  high-growth  area,  too. 
For  more  information  about 
AMF  today,  write  us  at  AMF,  Dept.  100, 
777  Westchester  Avenue,  White  Plains, 
New  York  10604. 


msamm  and  you  thought 

ALL  WE  MADE  WERE  WEEKENDS. 


"We  hit  33  producing  wells 
last  year  for  Armco's 
Strata  Energy  company. 
That's  a  good  start.  But  it's 
only  a  start." 


Cynthia  Talbot 
is  one  of  a  team 
of  Strata  Energy 
geologists  who  are 
helping  this  young 
Armco  company  grow 


Strata  Energy  is  Armco's  oil  and  gas  exploration  and  development  company.  It's 
just  seven  years  old.  Cynthia  Talbot  is  one  of  a  team  of  Strata  Energy  geologists 
that  helped  this  young  company  develop  33  producing  wells  in  1980. 

Armco  wants  Strata  Energy  to  become  a  major  contributor  to  profits  by  the 
mid-eighties.  That's  the  strategy.  In  the  meantime  Armco  will  be  investing  $60  to 
$65  million  a  year  to  pay  for  Strata's  leasing,  exploration,  drilling  and 
development  activities. 

That's  the  kind  of  planned  growth  that  will  bring  Armco's  net  assets  to  $4.7 
billion  by  1984.  Armco  is  America's  newest  energy-oriented  company. 

For  more  information  write,  Investor  Relations,  Armco.  General  Offices, 
Middletown,  Ohio  45043. 


wmational  Minerals  Chairman  Richard  Lenon 

tmbing  university  laboratories" for  a  balance  to  fertilizers. 


"Armco's 
Annual  Report 
tells  more  about 
Strata  Energy  and  the  rest  ofArmco. 
Well  send  you  a  copy!* 

Cynthia  Talbot  is  an  associate  geologist  for  Armco's  Strata  Energy 
company 

Name  

Title  

Company  ,  

Street  

City  ,  


ARMCO 

V 


State. 


_ZIP_ 


□  Please  check  if  you  wish  to  be  placed  on  Armco's  Annual  Report  mailing  list. 
Send  coupon  to:  Armco  Corporate  Communications, 
Dept.  C-161D,  P.O.  Box  600,  Middletown,  OH  45043 


"Ralgro's  profitability  ,"  he 
says,  "gives  us  confidence  to 
do  other  things."  With  IMC's 
$200  million  (sales)  from  ani- 
mal drugs,  Lenon  plans  to  qua- 
druple the  research  budget  to 
$24  million  by  1984.  He  has 
put  out  millions  to  support  re- 
combinant DNA  research  by 
Genentech  and  Biogen. 


had  banned  it  for  direct  human  use. 

As  suspicions  grew  about  the  carcino- 
genic potential  of  DES,  Ralgro's  sales  ac- 
celerated. The  FDA  finally  took  DES  off 
the  market  in  1979  and  Ralgro  sales  are 
now  up  to  $30  million  from  $5  million 
when  IMC  acquired  it. 

More  importantly,  the  product's  suc- 
cess impressed  and  inspired  Lenon.  "Ral- 
gro's profitability,"  he  says,  "gives  us  the 
confidence  to  do  other  things."  With 
IMC  getting  $200  million  in  sales  from 
animal  drugs  today,  Lenon  plans  to  qua- 
druple the  research  budget  in  that  field, 
to  $24  million  by  1984.  He  has  already 
put  out  several  million  dollars  to  support 
research  by  Genentech  and  Switzerland- 
based  Biogen  into  ways  to  use  recombi- 
nant DNA  to  produce  animal  vaccines 
and  natural  cattle  hormones.  "We're 
combing  university  laboratories  around 
the  world,"  says  Lenon. 

Cattle  stimulants  based  on  recombi- 
nant DNA  could  be  a  $200  million  mar- 
ket that  IMC  would  share  with  such 
firms  as  Monsanto  and  Pfizer.  Lenon 
sees  animal  drugs,  growing  20%  a  year, 
as  a  major  contributor  to  IMC's  future 
earnings,  and  an  ideal  diversification  be- 
cause of  low  capital  demands  compared 
with  capital-intensive  fertilizers.  "Ralgro 
can  be  made  in  my  office,"  he  remarks. 

Meanwhile  Lenon  is  cleaning  up  de- 
bris from  earlier  diversification.  He  has 
sold  parts  of  Commercial  Solvents,  and 
says  of  the  coal  mine:  "It's  going  beauti- 
fully. If  you  had  the  money  you  might  get 
it  before  we  let  you  out  of  the  room." 

Fertilizers  are  so  good  right  now  that 
Lenon  is  anticipating  a  12%  earnings- 
per-share  gain  in  fiscal  1981  despite  a  70 
cents-a-share  charge  for  switching  to 
LIFO  accounting.  But  the  company  has 
known  such  earnings  growth  before, 
only  to  suffer  decline  when  fertilizers 
again  hit  their  inevitable  cycles.  Now 
Lenon  foresees  animal  drugs  that  will 
help  ensure  stability  for  the  72-year-old 
firm.  "We  will  not,  as  a  company,  ever  go 
way  up  in  earnings,  even  in  an  extraordi- 
nary period  of  prosperity  like  today.  But 
we  won't  go  very  far  down,  either,"  says 
Lenon.  Judging  from  the  beating  Lenon's 
stock  has  taken  lately,  Wall  Street  not 
only  has  discounted  198 1  's  good  news  in 
fertilizers  but  is  taking  a  wait-and-see 
attitude  on  the  stability  as  well.  ■ 


BES,  MAY  11,  1981 


167 


Petrolane's  boss  bet  wrong  on  LPG,  but  that 
didn't  stop  him  from  boosting  earnings  or 


from  still  hoping  for  a  payoff. 


"Don't  say 
white  elephant" 


Petrolane's  Rudy  Munzer  on  a  drilling  rig  off  Seal  Beach,  Calif. 

"A  Good  Housekeeping  seal  and  a  sales  force  to  spread  the  gospel.' 


By  Kathleen  K.  Wiegner 

Every  time  Chairman  Rue 
Munzer  of  $1.4  billion  (revet 
Petrolane  Ine.  drives  along 
Harbor  freeway  near  Los  Angeles  H< 
he  sees  the  white  dome  of  one  of1 
liquefied  petroleum  gas  terminal: 
built  in  1973.  He  anticipated  a  surj 
demand  for  LPG,  the  bottled  gas  fair 
to  folks  in  rural  areas  but  not  rj 
known  to  eity  types  anymore. 

The  surge  never  came  for  LPG- 
propane  or  butane  distillate  of  na 
gas — despite  the  fact  that  propan 
cheaper  than  gasoline.  Unfamiliarity 
part  of  the  problem.  "A  few  years 
people  didn't  even  know  what 
was,"  says  Munzer.  "There  aren't  f; 
ties  sitting  on  every  corner.  Whai 
have  to  do  is  offer  the  customer  en< 
saving  to  justify  putting  the  additi 
investment  [roughly  $1,000]  into 
verting  his  truck  and  justify  his  grc 
inconvenience  in  fueling."  So  Mun 
LPG  terminals,  the  one  in  California 
another  in  Rhode  Island,  built  at  a  ca 
$15  million,  are  running  at  only  30' 
capacity. 

But  the  dream  of  widespread  LPG 
is  only  deferred,  not  denied, 
Munzer,  63,  who  has  run  Petrola: 
founded  in  1928  as  an  LPG  distnbut 
since  1956.  "Don't  call  those  termi 
white  elephants,"  he  cautions  Fob 
"They  are  potential  gold  mines.  V 
decontrol  [of  propane  and  butane] 
have  the  pricing  and  we  have  the  suj 
Everything's  in  place.  Now  all  we  hai 
do  is  go  out  and  convince  the  user  tc 
it."  LPG  sells  at  SO  cents  a  gallon 
than  gasoline,  on  a  comparable  Btu  b 
Munzer  reckons  that  other  truck  i 
will  follow  the  lead  of  Frito-Lay  and 
Los  Angeles  Times,  which  fuel  t 
trucks  with  LPG,  and  that  by  1983 
will  be  making  a  "significant"  impat 
Petrolane's  growth. 

As  it  is,  the  product  doesn't  do 
badly,  contributing  over  25%  of  the  s 
and  about  20%  of  the  earnings,  estii 
ed  at  $96  million  in  the  fiscal  year 
ends  Sept.  30,  up  from  $74  millioi 
fiscal  1980. 

But  Munzer  hasn't  spent  his  t 
waiting  for  the  LPG  ship  to  come 
Since  the  late  Sixties  he  has  been  divi 
fying,  at  first  seemingly  at  random, 
acquired  Stater  Bros.,  a  southern  Cal 
nia  supermarket  chain,  in  1968.  In  I 
he- bought  the  Raleigh  Hills  alcohol! 
habilitation  centers  and  followed  tha 
buying  Mark  C.  Bloome  tire  stores, 
he  had  method.  Those  operations  v 
acquired  to  enhance  Petrolane's  ( 
flow  and  increase  its  equity  base  to  al 
for  more  debt,  so  that  Munzer  could  r 
Petrolane  into  oil  services. 

Supermarkets  or  oil  services,  thi 
no  knocking  the  results.  Petrolane 
only  one  year-to-year  decline  in  earnj 
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Is  your  small  copier  being  killed 
by  popular  demand? 


A  small  business  can  work  a  small  copier  to  death  in 
no  time  at  all. 

A  few  extra  copies  here.  A  little  overtime  there.  And 
suddenly,  everyone  wonders  why  the  copier  quit. 

Well,  you  can't  blame  the  copier.  Small  copiers  are 
only  built  for  small  work  loads.  Push  one  past  its  limits 
and  you'll  get  poor  quality  copies.  Or  no  copies  at  all. 

Fortunately,  there's  a  bigger  small  copier  designed  to 
avoid  such  a  fate.  The  Minolta  EP520. 

It  has  the  capacity  to  put  in  a  lot  of  overtime  without 
a  lot  of  trouble.  And  it  takes  options  to  help  a  growing 
business  handle  work  overloads.  Like  a  document-feeder 
and  sorter.  Or  a  counter  to  keep  track  of  the  copies 
you've  made. 

The  EP520  comes  with  Minolta's  exclusive  micro-toning 
system  to  assure  you  rich  contrasts  and  crisp,  clear  copies. 
Edge  to  edge,  and  corner  to  corner.  On  any  kind  of  paper 
up  to  11"  x  17" 


It  even  has  a  self-diagnostic  system  that  tells  you 
when  it  needs  service.  And  what  kind  of  service  it  needs. 

So  if  you  want  a  small  copier  that  won't  give  in  to 
heavy  demands,  get  the  Minolta  EP520. 

It  could  be  the  most  popular  decision  you  make  all  year. 

For  the  copier  that  works  overtime,  call  toll-free  800-526-5256. 
In  New  Jersey,  call  201-797-7808.  For  your       ©  i98i  Minolta  corporation 
authorized  Minolta 
dealer,  look  for 
our  trademark 
in  the  Yellow 
Pages. 

The  EP  520. 
Your  Next 
Copier. 


Some  of  the  things  we're  doin 

We've  cut  our  energy  bill  by  over 
$100,000,000  since  1973. 

We  must  be  doing  something  right. 

Becoming  energy-conscious. 

We've  rewarded  employees  for  saving 
energy  at  home.  (If  they  are  energy- 
conscious  there,  they'll  think  the  same  way 
on  the  job.) 

We  have  rewarded  drivers  who  get  good 
fuel  mileage. 

We  hold  seminars  so  we  can  all  get  to 
understand  this  energy  problem  a  little  better 


One  Stamford  Forum,  Stamford,  Connecticut  06904. 


A  lot  of  little  things. 

Many  ideas  require  little  or  no  investmt 
Such  as  replacing  light  bulbs  with  Sylvani 
energy-efficient  types.  And  reducing  heatil 
air  conditioning  levels  slightly.  And  weatll 
stripping  doors  and  windows. 

We  help  cut  truck  fuel  usage  by  frequei 
inspections.  And  by  buying  smaller  trucks 
Even  by  filling  fuel  tanks  only  halfway,  s( 
we  don't  have  to  use  fuel  to  haul  that  extr, 
fuel  around. 

Some  big  things,  too. 

We  use  an  infrared  device  that  pinpoini 
heat  losses  in  buildings,  power  panels, 
furnaces,  roofs. 


light  help  you  save  e 


9 


We  use  computerized  energy-management 
•  ripment. 

■  We've  built  an  entire  laboratory  building 
jj  it  will  use  32  %  less  energy  than  any 
I  ilding  of  its  type  before. 
We  are  cooperating  with  the  Department 
Energy  in  the  use  of  various  types  of 
licles; 

ft:  . 

si  ho  cares? 

1  We  all  have  to  care.  At  GTE,  we've 
proved  our  overall  energy  efficiency  by 
% .  But  there's  a  long  way  to  go. 

I  A  really  effective  energy  conservation 
)gram  can  get  pretty  complicated.  We 


think  we've  come  up  with  a  lot  of  good  ways 
to  do  it  right. 

We'd  be  glad  to  share  these  ideas  with  you. 
Write  Office  of  Energy  Conservation,  GTE, 
Stamford,  Connecticut  06904. 

GTE  is  telecommunications.  And  a  great 
deal  more. 


(1973)  in  Munzer's  25-year  tenure  at  the 
top.  Since  1973,  despite  the  lag  in  LPG, 
the  company  has  racked  up  26%  annual 
earnings-per-share  increases. 

In  the  early  Seventies  Munzer  moved 
into  oil  services,  at  first  with  mixed  re- 
sults. He  bought  a  company  that  ferries 
crews  and  supplies  to  offshore  rigs,  a 
directional  driller  that  had  success  in  the 
North  Sea  and  an  outfit  that  fishes  oil 
tools  out  of  wells.  He  also  picked  up,  and 
later  discarded,  an  offshore  construction 
company  and  a  diving  company.  He- 
bought  some  crude-oil  tankers  and  later 
sold  them  at  a  loss.  An  air  service  for 
Indonesia's  oil  and  gas  fields  never  mush- 
roomed as  he  had  hoped,  and  it  too  was 
sold.  "We  have  tried  to  build  a  company 
so  that  if  anything  goes  wrong  over  here, 
we  have  an  offset  over  there,"  says  Presi- 
dent John  Wallace,  who  has  been  with 
Petrolane  about  as  long  as  the  Minneso- 
ta-born, Stanford-educated  Munzer. 

But  so  rampant  has  been  the  growth  of 
oil  exploration  and  so  successful 
Munzer 's  late  1970s  acquisitions  in  oil 
service  that  the  company  has  been  hard 
put  to  find  a  clinker  to  offset.  In  1977  and 
1978  he  acquired  for  $49  million  in  cash, 
notes  and  stock,  two  drilling  contractors: 
Brinkerhoff  Drilling,  the  largest  Rocky 
Mountain-based  driller,  and  Signal  Drill- 
ing. With  40  rigs  under  contract  in  the 
Overthrust  Belt,  Brinkerhoff-Signal 
along  with  Petrolane's  other  petroleum 
services  last  year  contributed  $79  million 


By  Howard  Rudnitsky 

FOR  DECADES,  SUPERIOR  OlL,  the 
nation's  largest  independent  pro- 
ducer, was  the  highest  priced  com- 
pany on  the  New  York  Stock  Exchange. 
That's  exactly  the  way  the  founding 
Keck  family  wanted  it. 

Superior  was  publicly  owned,  but  run 
as  if  it  were  private.  The  Kecks  shunned 
publicity,  rarely  talked  to  analysts  and 


in  pretax  income — 52%  of  the  total. 

Now  Munzer  and  Wallace  are  on  an- 
other acquisition  spree.  Since  last  Octo- 
ber they  have  picked  up  four  oil  service 
companies.  Grant  Geophysical  Co., 
Loxco  Inc.  and  Globe  Universal  Sci- 
ences, renamed  GUS  Manufacturing, 
provide  seismic  crews  and  equipment  to 
the  search  for  oil  and  gas.  Air  Drilling 
Service,  a  small  company,  uses  com- 
pressed air  instead  of  drilling  mud  in 
places  like  the  Rockies. 

How  does  Petrolane  attract  these  out- 
fits, which,  small  as  they  are,  happen  to 
be  in  the  hottest  area  of  the  U.S.  econo- 
my? Munzer  explains  that  he  offers  cash, 
reputation  and  marketing.  Air  Drilling  is 
a  good  example.  "We  believe  that  about 
5%  of  wells  being  drilled  could  use  com- 
pressed air,"  says  Munzer.  "But  here  was 
this  guy  who  could  never  expand  to  get 
that  5%.  He  was  working  full  tilt  and 
running  hither  and  yon,  but  never  got  up 
to  where  he  was  satisfying  demand.  Our 
function  was  first  to  give  him  financial 
capability.  But  also  the  Petrolane  name 
gives  air  drilling,  which  is  a  new  technol- 
ogy, sort  of  a  Good  Housekeeping  seal  of 
approval.  And  we  have  the  sales  force  to 
spread  the  gospel." 

Once  a  month,  Munzer,  Wallace  and 
the  presidents  of  Petrolane's  three 
groups — LPG,  Consumer  and  Petroleum 
Services — consider  acquisitions.  Munzer 
doesn't  look  at  big  companies,-  buying 
them  might  either  dilute  Petrolane  stock 


controlled  over  half  Superior's  stock. 
Keeping  the  price  above  $3,000  a  share 
was  an  impressive  financial  barrier. 

Then,  in  1965,  Superior's  shares  were 
split  10-for-l,  primarily  to  ease  the  sale 
of  stock  from  the  late  founder  William 
Keek's  estate.  Yet  even  at  $200  or  $300 
Superior  was  hardly  on  the  bargain 
counter,  and  its  shares  stayed  around 
that  level  for  the  next  14  years. 

Over  the  past  19  months,  however, 


or  take  so  much  cash  that  another 
lane  company  would  suffer. 

So  he  looks  for  a  company  wher 
rolane  can  bring  something  to  the 
"If  a  company  is  short  of  money  an 
dynamic  area  of  our  economy,  it's  i 
acquisition  possibility,"  says  Mi 
"Because  then  it's  growing  faster 
management  can  financially  suppor 
growth."  The  next  area  he  and  his  p 
are  looking  at  is  oil  production  an 
hanced  recovery  services. 

Meanwhile,  Petrolane's  cash  floi 
reached  $129  million  and  the  retail 
ations  keep  churning  out  steady 
ings.  The  supermarkets  are  under 
sure  this  year,  so  Munzer  toned 
expansion  there.  But  the  alcoholic 
bilitation  hospitals,  which  barely  1 
even  for  most  of  the  1970s,  have  su 
ly  taken  off.  Last  year  the  hos; 
passed  the  Mark  C.  Bloome  tire  sto: 
an  earnings  contributor.  Consumer 
ucts  gave  Petrolane  23%  of  incon 
45%  of  sales. 

And  the  LPG  business — v 
Munzer  hopes  to  expand  oversea 
two  new  acquisitions — doesn't 
much  new  investment  to  grow  7C 
8%  a  year.  That,  of  course,  is  onl' 
growth  rate  LPG  has  been  achievi; 
Munzer  can  convince  truck  fleet  ow 
or  even  car  owners,  to  convert 
tanks  to  propane,  he'll  have  a  bonan 
his  hands,  all  the  more  welcome  bei 
so  long  deferred.  ■ 


Superior's  directors  have  voted  to 
its  stock  twice — each  time  5-for-l. 
most  recent  action  will  be  submitt 
shareholders  at  the  annual  meetir 
May  and  become  effective  in  June. 

As  a  result,  Superior's  stock  sh 
soon  trade  near  50.  Why  this  newt 
interest  in  lower  share  prices?  Sir 
The  Keck  family  is  ending  its  60 
domination  of  the  company.  Howa 
Keck,  the  founder's  son,  is  retirir  I 
June.  He'll  turn  over  the  post  of  chan 
to  Joseph  E.  Reid,  a  former  executive 
president  at  Trunkline  Gas  Co., 
came  to  Superior  in  1972. 

Howard  Keck  isn't  disappearing, 
family  still  controls  17%  of  Supei 
stock,  and  he  is  a  director  of  the  1 
Foundation,  which  also  holds  a 
block  of  stock.  Beyond  that,  Keck 
head  the  board's  executive  committ' 

Nonetheless,  his  departure  is  clea 
milestone  for  Superior.  "The  split 
broaden  the  market  for  the  stock,  r< 
in  a  wider  distribution  of  shares  and 
erally  create  more  public  interest  ir 
company,"  says  a  spokesman.  Super 
earlier  split  had  already  attracted  ins 
tional  investors.  A  few  years  ago 
held  little  stock  in  the  company.  T 
they  hold  close  to  40% . 

Superior  needs  the  public  today 
cause  the  $1.5  billion-a-year  produce; 


Once  the  Keck  family  treated  outside  investors 
with  disdain — and  with  $3,000-a-share  stock 
prices.  Why  the  current  rash  of  splits? 

Packaging 
Superior 
for  the  public 
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Delta  is  an  air  line  run  by  professionals, 
ike  Jerry  Russell,  Mechanic. 

He's  a  15-year  Delta  veteran.  He  also  was 
n  Air  Force  mechanic  for  4  years.  He  has  two 
M  licenses  and  has  worked  on  every  type  of 
jet  in  the  Delta  fleet. 

During  periodic  jet  checks,  Jerry  works  on  all 
kinds  of  repairs.  From  replacing  an  ash  tray  to  replacing  a 
13,500'pound  TriStar  engine.  And  often,  a  big  repair  job  has  to  be 
done  in  just  hours. 

He  helps  get  it  done  on  schedule.  So 
your  Delta  jet  can  take  off  on  schedule. 
Jerry  Russell  won't  leave  you  i 

waiting  at  the  gate.  f>  ,!f(uWr^#1S 

Delta  is  ready  when  you  are. 


This  is  Delta's  Wide-Ride  L-1011  TriStar, 
with  "living  room" cabins  8  feet  high  and  19  feet  wide. 
You  fly  in  quiet  luxury. 


Superior  Oil's  Howard  Keck  and  Joseph  Reid 

Loosening  the  reins  after  60  years  of  family  domination. 


"Howard  Keck  wanted  to  be 
sure  that  the  nonfamily  man- 
agement team  now  running 
the  company  does  well  and  at- 
tracts top  people.  You  do  that 
with  lots  of  options  and  a 
strong  stock." 


gone  on  a  heavy  spending  binge.  Some- 
what belatedly,  it  is  hell-bent  on  develop- 
ing its  vast  oil,  gas  and  minerals  holdings 
in  the  U.S.  and  abroad.  Last  year  Superi- 
or spent  $983  million.  It  will  spend  over 
$1  billion  a  year  for  the  next  few  years. 

The  Houston-based  company  used  to 
be  superconservative  about  borrowing, 
but  not  anymore:  Long-term  debt  is  now 
$760  million,  up  from  only  $85  million  in 
1977,  and  there  is  probably  more  financ- 
ing ahead.  Superior's  management,  in 
fact,  may  want  to  issue  stock  to  support 
higher  debt  levels. 

There  is  another  reason  for  keeping 
stock  prices  low,  however.  "Howard 
Keck  wanted  to  be  sure  that  the  nonfam- 
ily management  team  now  running  the 
company  does  a  good  job  and  attracts  top 
people,"  says  Donaldson,  Lufkin  &  Jen- 
rette's  Kurt  Wulff.  "You  do  that  with  lots 
of  stock  options  and  a  strong  stock." 
This  past  February,  for  example,  Fred 
Ackman,  formerly  an  executive  vice 
president  at  Exxon,  joined  Superior  as 
chief  operating  officer.  When  Reid  re- 
places Howard  Keck  in  June,  Ackman 
will  become  president.  He  has  options  on 
30,000  shares  of  Superior  stock.  Reid, 
meanwhile,  owns  6,000  shares  and  has 
options  on  an  additional  46,000. 

In  the  final  analysis,  a  producing  com- 
pany's stock  rises  because  it  is  able  to 
replace  production.  Recently,  Superior 
has  done  just  that.  What  about  the  fu- 
ture? Analysts  like  Wulff  and  Frank  Rein- 
hardt,  a  partner  of  Carl  H.  Pforzheimer  & 
Co.,  figure  Superior  is  well  poised  to  con- 
tinue its  growth.  Says  Reinhardt: 
"They've  got  a  strong  position  in  off- 
shore natural  gas  in  the  Gulf  of  Mexico, 
particularly  in  the  Sabine  Pass  area.  With 


gas  prices  expected  to  rise  sharply 
decontrol  and  with  the  U.S.  till 
more  to  domestic  sources  for  crudq 
plies,  Superior  could  come  close  to 
bling  its  earnings  over  the  next  fq 
five  years."  If  so,  presplit  earnings  \ 
be  in  excess  of  $25  a  share. 

Superior  Oil's  stock  may  have  a] 
discounted  some  of  this.  At  around 
it  sells  at  about  14  times  estimated 
earnings  and  about  8  times  cash  fi 
hardly  cheap  relative  to  other  ind 
dents.  Another  way  to  measure  w 
producing  company  is  worth  is  b 
value  of  discounted  cash  flow.  For  S' 
or  that  comes  to  around  $6.5  billii 
some  $270  a  share,  nearly  35%  abo 
recent  stock  price.  The  gap  bel 
price  and  value  has  narrowed  sine 
stock  spurted  in  late  1979. 

But  Superior  may  have  some  und 
ued  assets  too.  In  January  1980  ma 
ment  issued  5.3  million  shares  (| 
over  $500  million)  to  buy  the  4S 
Canadian  Superior  Oil  the  con 
didn't  already  own.  As  a  result, 
analysts  assume  Superior  will  ho 
Canadian  interests — despite  the  h 
attitude  of  the  Trudeau  govern 
"Those  Canadian  reserves  and  ac 
could  prove  very  valuable  in  the  fu 
says  Wulff.  "Governments  have  a  \i 
changing  every  few  years." 

Wulff,  in  fact,  thinks  Superior's 
dian  assets,  which  include  coal,  l 
and  unexplored  oil  lands,  are  wortl; 
$2  billion.  And  the  Canadian  gc 
ment  is  hardly  likely  to  offer  such  a 
price.  But  Superior  may  still  have  c 
tunities  in  Canada  that  would  wo£ 
if  its  stock  were  widely  held.  Invest 
banker  Joe  Tovey  points  out  that  la 
Toronto's  Brascan  made  an  offer  fi 
perior's  53%  stake  in  Mclntyre  Mi 
coal  mining  company.  Manageme 
fused — but  perhaps  not  forever. 

If  the  right  corporate  buyer  tun 
Tovey  figures,  that  purchaser  could 
Mclntyre  stock  with  Superior  to 
through  a  tax-free  exchange.  "Th; 
advantageous  way  to  effect  such  a 
he  explains,  citing  International 
ties'  handling  of  its  sale  of  a  Car 
subsidiary  last  year. 

Superior's  shares  have  more  thai 
bled  in  the  past  18  months.  By  mid- 
however,  they  had  dropped  below 
from  last  fall's  high  of  $251.  Those 
tions  may  concern  management  an 
investors,  but  they  hardly  bother 
holders  who  bought  in  five  years  age 
for  the  Keck  family,  which  has  c 
shares  smce  Superior  was  found 
1921,  current  moves  are  insignifica 

Understandably,  they  would  like 
Superior  continue  to  prosper.  Bui 
Howard  Keck  retires,  he  isn't  go: 
lose  much  sleep  if  the  Keck  holdin 
worth  $1  billion,  $1.2  billion  or 
million.  His  family  is  already  amo: 
dozen  or  so  wealthiest  in  the  count 
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chevy's 
big  on  mediums 


BIG  ON  DIESEL 

It's  a  fact.  More  and 
more  urban  delivery 
truckers  are  going  to 
diesel.  Chevy  responds 
by  offering  a  choice  of 
two  rugged,  mid-range 
diesel  engines.  They're 
designed  for  thousands 
of  miles  of  service  with 
minimal  maintenance. 
Chevy  Mighty  Mediums 
with  diesel  power.  A 
practical  approach  to 
the  demands  of  the  '80s 
and  the  demands  of  the 
industry. 


V  W 


DETROIT  DIESEL 

This  high-powered  Detroit  Die- 
sel "Fuel  Pincher"  8.2  Liter  (500 
Cu.  In.)  V8  is  available  in  two 
versions:  turbocharged  193  net 
HP  (205  gross  HP)  and  naturally 
aspirated  153  net  HP  (165  gross 
HP). 


CATERPILLAR  3208 

Naturally  aspirated.  Offered  in 
various  power  versions  up  to 
199  net  HP  (210  gross  HP). 
10.4  Liter  (636  Cu.  In.)  dis- 
placement. Some  of  the  engines 
are  not  available  in  California. 
See  your  dealer  for  details. 
Kodiak  cab  option  required. 


BIG  ON  CHOICE 

With  all  the  different 
wheelbases,  engines 
(both  gas  and  diesel), 
transmissions,  axles, 
springs,  tires  and  avail- 
able options,  there  are 
over  4,800  ways  you 
can  spec  out  one  of 
Chevy's  Mighty  Me- 
diums. There  are  15 
wheelbases  to  choose 
from  and  25  available 
rear  axles  including 
single,  dual-drive  tan- 
dem and  tag  axles.  See 
your  Chevy  dealer  for 
details. 


It  takes  more  than  food 
to  feed  a  family  in  Spain. 


As  living  standards 
improve  around  the 
world,  it  takes  more  and 
better  packaging  to 
put  food  on  the  table. 

In  Spain,  for 
example,  demand 
continues  to  grow 
for  versatile  and 
economical  glass 
containers.  For 
such  consumer 
goods  as  fruit  juices 
spices,  olives,  vege- 
tables, beer  and  liquor 
Our  wholly  owned  Spanish 
subsidiary,  Giralt  Laporta, 
operates  plants  at  Seville - 
where  we  tripled  capacity 
in  1979-and  Madrid. 

Glass  Around 
The  Globe 

O-l  is  the  world's 
leading  producer  of  glass 
packaging.  With  61  plants  in 
14  countries,  it's  no  wonder 
so  many  international 
brands  go  to  market  in 
O-l  containers. 


We  speak  a  lot  of  differ- 
ent languages  in  other 
packaging  materials,  too. 
Products  like  corrugated 
boxes,  plastic  containers, 
and  closures. 

In  fact,  the 
same  product 
mix  we  prod- 
uce in  the  U.S. 
is  helping  us 
grow  around  the 
globe. 


Fine  glass 
tableware  is 
a  growing 
part  of  our 
interna- 
tional 
product 
mix. 


3  :■:/// 

To  The  World's  Health 

For  example,  we've 
utilized  our  Kimble  Division's 
health  care  packaging 
technology  in  our  affiliate 
in  Indonesia,  P.T.  Igar  Jaya. 

Staffed  almost  100%  by 
Indonesians,  this  modern 
facility  produces  such 
medical  essentials  as 
ampules, vials  and 
parenteral  containers. 

O-l  has  operations  in  23  countries 
outside  the  U.S. 


Positioned  For  Growth 

We're  also  making 
Scotch  bottles  in  Scotland, 
paper  and  plastic  food  ser- 
vice products  in  Australia, 
and  glass  tableware  on 
three  different  continents. 

O-l  is  plastic  cups  in 
Japan,  pharmaceutical  con- 
tainers in  Germany  window 
glass  in  Venezuela. 

In  short,  we  have  what 
it  takes  to  produce  a  world 
of  essentials  for  growing 
international  markets. 


We  have  what  it  takes. 


OS 

OWENS-ILLINOIS 


Toledo,  Ohio  43666 


helps  companies 
squeeze  the  most 
from  their  money 
at  the  Money  Desk 


cut  a  path 
to  higher  sales  for  the 
Bearing  Bronze  Company 
through  its  purchase 
of  a  new  lathe. 


t 


/ 


A) 


kneaded  the  "dough '* 
needed  by  Orlando  ?Q 
Baking  Cornpany 
for  its  fully  kutbmated 
plant,  the  largest  f 
of  its  kind  in 
the  Midwest. 


TheBank 
that 


styled  the  loan 
to  launch  Hair 
Care  Harmony's 
nationwide 
expansion. 


helps  Milk  Marketing  pour 
its  best  with  cash  management 
services  like  lock  box,  balance 
reporting  and 
controlled 
disbursement. 


: 

I 


/hierflrusi 

Headquarters  Cleveland.  Ohio 

Making  things  happen 
in  MidAmerica. 


the  machines  of  the  Eighties  are  bigger, 
wll  need  more  hydraulics:  good  news  for 
\irket  leader  Parker-Hannifin. 


Powerful 
connections 


By  Thomas  Jaffe 


■   WENTY-SIX    YEARS    AFTER    HIS  fa- 
ther's untimely  death  in  1945,  41- 
year-old  Patrick  S.  Parker  took 
as  chief  executive  of  Parker-Hanni- 
the  company  his  father  had  founded 
924.  A  rather  highly  leveraged,  $194 
ion  (sales)  hydraulic-parts  supplier 
ing  just  9.4%  on  stockholders'  equi- 
n  1971,  the  company  would  have 
i  an  attractive  acquisition  candidate 
ny  number  of  corporations.  But  after 
2ars  running  P-H's  very  profitable 
>  division  on  the  coast,  and  V-h  more 
3mpany  president,  Pat  Parker  wasn't 
irested. 

was  pretty  aggressive  at  the  time," 
the  lanky,  athletic  Parker,  now  51. 

ere  seemed  to  be  a  lot  of  opportunity 

rowth  out  there." 

irker  was  right.  Today,  with  sales  of 
I  $1.1  billion,  Parker-Hannifin  ranks 


as  the  country's  largest  independent  sup- 
plier of  fluid  systems  and  components  to 
the  industrial,  aviation  and  automotive 
markets.  With  a  return  on  equity  averag- 
ing just  under  18%  since  1976,  P-H  ranks 
as  one  of  the  proud  survivors  in  the  take- 
over-prone industrial  equipment  indus- 
try. While  Parker  has  made  some  35  ac- 
quisitions over  the  past  decade,  they 
have  added  comparatively  little  to  this 
profit  growth,  which  would  have  in- 
creased around  sixfold  internally.  Part  of 
the  reason  is  that  half  of  them  were  in 
the  automotive  field. 

"We  recognized  that  the  automotive 
business  may  not  be  as  great  as  it  was 
when  we  started  acquiring  in  1972,"  he 
says.  "But  to  be  a  real  factor  as  a  supplier 
of  automotive  parts,  you  have  to  be  able 
to  provide  up  to  10%  of  a  distributor's 
requirements.  So  we  decided  to  continue 
our  acquisition  program." 

But  if  Parker-Hannifin's  profitability 


Ij-rafltt  Patrick  Parker  of  Parker-Hannifin 
i  nth  the  flow. 


has  been  merely  average  in  its  industry 
lately  because  of  the  depressed  auto- 
motive market  (about  17%  of  sales),  that 
should  not  mask  how  shrewdly  Pat  Par- 
ker has  positioned  his  company  to  take 
advantage  of  an  upturn  in  his  markets 
next  year. 

"We're  really  a  parts  manufacturer," 
explains  Parker,  who  supplies  everything 
from  flexible  hoses  and  cylinders  to 
pumps  and  valves.  "We  have  been  ada- 
mant about  never  going  into  an  end-use 
item  and  competing  with  our  big  inte- 
grated customers.  John  Deere  and  Cater- 
pillar make  pumps.  International  Har- 
vester makes  valves,  as  does  Deere. 
What  big  customers  would  rather  buy 
from  us  is  something  like  fittings,  which 
they  neither  have  the  facility  nor  the 
wherewithal  to  make  themselves.  We 
manufacture  a  couple  hundred  fittings  of 
different  sizes  and  shapes,  and  we  can 
produce  them  by  the  millions." 

It  was  a  strategy  that  Parker  inherited 
and,  fortunately,  didn't  tamper  with. 
Faced  with  the  wide  array  of  small  mar- 
kets, many  of  which  were  already  ser- 
viced to  some  extent  by  customers 
themselves,  Parker-Hannifin  inevitably 
got  more  and  more  into  the  industrial 
replacement  market.  "During  the  Six- 
ties, under  my  predecessors  'Ghost'  [S. 
Blackwell]  Taylor  and  Robert  Cornell,  we 
said,  'Parker  would  like  to  become  the 
General  Electric  of  fluid  power.'  Shortly 
before  I  came  on,  the  business  had  be- 
come more  than  50%  industrial." 

While  industrial  products  today  ac- 
count for  more  than  60%  of  sales  and 
earnings,  there's  more  to  P-H  than  being 
a  parts  supplier  to  Deere,  Caterpillar  and 
the  like.  Since  World  War  II,  it  has  manu- 
factured fuel  and  control  systems  for  the 
aviation  industry.  The  aerospace  market 
still  represents  nearly  25%  of  P-H's  busi- 
ness. As  Parker  quickly  points  out:  "The 
source  of  our  knowhow  really  is  aircraft 
technology.  That's  where  the  usefulness 
of  hydraulics  as  a  practical  tool  was  first 
shown.  This  has  been  a  kind  of  ongoing 
thing  here,  so  the  flow  of  technology  out 
of  aerospace  into  industrial  applications 
was  a  natural  for  us." 

Pat  Parker's  fondness  for  that  back- 
ground— on  leaving  the  Navy  in  1957  he 
became  a  production  planner  at  then-$4 
million  (sales)  Parker  Aircraft  in  Los  An- 
geles— is  apparent  as  he  reaches  over  to 
his  office  credenza  and  picks  up  the  five- 
pound  "spider,"  a  manifold  assembly 
P-H  builds  for  the  main  flight  control  of 
Sikorsky's  Black  Hawk  helicopter.  "It's  a 
complex,  exotic  little  piece  of  electric 
remelt  stainless  steel,"  says  he  admir- 
ingly. "Bulletproof.  You  can  fire  a  37mm 
shell  at  this  thing  and  it  will  function 
after  being  hit." 

Nor  has  Parker  let  P-H  sit  on  its  tech- 
nological laurels.  In  1978  he  paid  $36 
million  in  stock  to  acquire  Bertea,  a  $46 
million  California  manufacturer  of  aero- 
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space  electrohydrauhcs.  In  three  years  he 
has  pumped  about  $30  million  into  Ber- 
tea,  whose  sales  now  exceed  $100  mil- 
lion. "Bertea  has  been  making  very  so- 
phisticated hydraulic  components  for  25 
years,"  says  Parker.  "If  you  take  a  look  at 
an  aircraft  system  with  the  automatic- 
pilot  in  the  cockpit  controlling  it  through 
the  takeoff,  the  flight  pattern  and  the 
landing,  what  you're  talking  about  is  one 
of  the  world's  biggest,  most  expensive 
robots." 

The  notion  of  fluids  substituting  for 
human  muscle  is  almost  as  old  as  the 
Parthenon.  Archimedes,  whose  treatise 
on  hydrostatics  is  one  of  the  rocks  on 
which  all  hydraulic  engineering  rests 
would  have  no  trouble  seeing  the  kinship 
between  the  pump  for  the  hydraulic  actu- 
ator that  controls  a  Boeing  747's  wing 
flaps  and  the  one  in  the  new  implantable 
dispenser  P-H  has  come  up  with  that 
miects  insulin  into  the  body. 

Parker  envisions  increasing  the  elec- 
tronic tie-ins  between  engines,  transmis- 
sions and  hydraulics.  "Everybody  is  rede- 
signing their  machines,  from  the  plastics 
industry  all  the  way  to  steel.  Less  man- 
ual, more  energy-efficient,  more  produc- 
tive. It  opens  up  the  ball  game  for  us." 

About  the  only  place  Parker  hasn't 
made  his  concept  of  hydraulics  transfer 
work  successfully  is  in  the  company's 
about  $200  million  (sales)  automotive 
parts  division.  Except  for  about  $30  mil- 
lion in  original  equipment  business  sup- 
plying harnesses  for  General  Motors  air 
conditioners,  P-H  sticks  strictly  to  the 
aftermarket  with  warning  flashers,  hose 
clamps,  brake  devices  and  the  like.  Start- 
ing in  1972,  he  built  the  division  through 
a  string  of  acquisitions  in  order  to  give 
P-H  a  countercyclical  balance  when  his 
main  markets  turned  down.  Although 
this  worked  for  a  while,  producing  30% 
of  total  earnings  in  1976,  the  bloom  has 
been  off  ever  since,  as  automobile  pro- 
duction slowed  and  distributors  became 
reluctant  to  pay  high  interest  rates  to 
restock  inventory.  This  year  automotive 
will  net  only  $6  million. 

"We  bought  ourselves  a  full-line  ser- 
vice capability  so  we  could  supply  a  parts 
distributor  with  up  to  10%  of  his  total 
requirements,"  says  Parker.  "While  we 
completed  this  without  ever  having  any 
idea  of  selling  the  business,  it  could  be  a 
very  marketable  asset." 

If  the  auto  market  recovers  and  Parker 
decides  to  sell  out,  he  might  well  use  the 
proceeds  to  buy  into  yet  another  field 
where  P-H's  hydraulics  expertise  can 
play  a  role — medical  devices.  The  com- 
pany has  been  pouring  over  $2  million  a 
year  of  its  research  and  development 
budget  (over  $20  million  in  1981)  into 
the  joint  development  of  an  implantable 
insulin  dispenser  for  iabetics.  The  first 
test  systems  are  being  delivered  now.  Its 
pump  is  about  the  size  of  two  nickels 
stacked  on  top  of  each  other.  P-H  also  is 


working  on  a  plastic  valving  mechanism 
for  colostomy  victims. 

In  the  final  analysis,  however,  Parker 
is  betting  on  a  basic  engineering  con- 
cept: Fluid  pressure  is  constant  no  mat- 
ter where  it's  located,  whereas  mechani- 
cal systems  must  be  more  precisely  engi- 
neered. So  the  bigger  and  more  powerful 


machines  get,  the  more  important 
design  them  with  sophisticated  h 
lie  controls.  For  market  leader  1 
Hannifin,  whose  shares  trade  at 
times  this  year's  estimated  eami 
$3.40  a  share,  a  rebirth  of  capital 
ing  has  got  to  mean  a  bonanza 
90,000-plus-itcm  product  line.  ■ 


Fred  Alger,  a  Sixties  legend,  was  Bernie  Co 
felds  top  money  man.  After  a  decade  of 
scurity,  he's  now  managing  nearly  $1  bill 
in  corporate  pension  assets. 


Concepts 
revisited 


By  Nick  Galluccio 


Fred  Alger's  approach  to  invest- 
ing would  surely  have  made  Benja- 
min Graham  wince.  Alger  doesn't 
care  whether  a  stock  sells  at  a  premium 
over  book  or  at  a  high  price/earnings 
multiple.  Instead,  what  he  looks  for  in 
prospective  investments  is  "the  pleasant 
surprise,  the  serendipitous  factor."  Says 
Alger:  "The  big  money  comes  from 
buying  creative  and  exciting  companies 
without  worrying  about  prices.  You  can 


The  Money  Mem 


go  broke  buying  cheap  stocks." 

That  may  sound  ridiculous,  but 
people  seem  to  be  listening.  A  S 
gunslinger  who  was  once  a  money 
ager  of  Bernard  Comfeld's  ill-fated 
of  Funds,  he  is  enjoying  an  astou 
comeback.  His  Fred  Alger  Manage 
Inc.,  which  handled  small  acc 
through  most  of  the  Seventies, 
manages  $900  million  out  of  a  sp 


Sixties  stock  superstar  Fred  Alger 

"You  can  never  make  money  with  formula  investing. 
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What  is  NCR  up 


We're  helping  more  than 
540,000  food  store  checkers 
>ut  profits  in  the  bag. 


ie  friendly  checker  at  your 
nearby  supermarket  very 
probably  uses  NCR  equip- 
ment to  record  and  total 
your  purchases.  That 
probability  is  high  [ 
because  NCR  is  a 
leader  in  food  store 
terminals  and  scanning 
systems,  helping  store 
owners  improve  profit- 
ability in  every 
department. 

Your  store  may  use 
NCR  terminals  alone, 
or  terminals  plus 
scanners  in  a 
complete  system  that 
keeps  track  of  both 
what  you  buy  and 
store  inventory. 
NCR  systems  are 
one  way  foodstore 
owners  fight  inflation. 


But  helping  food 
stores  fight  rising 
costs  is  nothing 
,  new  for  NCR. 
1  We've  been  doing  it 
ji  since  the  days  of 
ji  ice  deliveries.  In 
J  fact,  we've  been  in 
|  business  97  years. 

I  Why  are  we  a 
I  leader  in  super- 
's market  systems? 


Executives  of  companies  such  as 
Gibson's  in  Midland,  Texas;  Thrift- 
way  in  Cincinnati,  and  Comercial 
Mexicana  and  Aurrera  in  Mexico 
helped  put  us  there.  They 
depend  on  NCR  systems  for 
up-to-the-minute  manage- 
ment reports,  precise 
inventory  control,  and 
improved  employee  pro- 
ductivity. And  that  means 
profits  in  the  bag. 

Supermarket  owners 
look  for  NCR's  kind  of 
global  support  net- 
work— 16,000  well- 
trained  field  engi- 
neers —  when  they 
choose  a  computer 
system.  We  provide 
support  where 
needed  and  when, 
especially  important 
to  companies  with 
plans  to  expand. 

Retailing  is  just  one  of 
the  fields  where  NCR  is 
a  leader.  We  also  develop 
)    systems  to  speed  transac- 
tions and  to  facilitate 
management  decisions  in  the 
financial,  commercial,  indus- 
trial, healthcare,  and 
government  sectors 

NCR  systems  are  up  to  meeting 
your  complete  data  processing 
requirements.  Because  data 
processing  is  our  only  business. 

UEE 

Complete  Computer  Systems 


If  you're  not  quite  sure  which 
risk  management  options  fit  your 

company  best, 


MANAGEMENT 


check  with  the  leaden 

Professional  risk  management  means  more  than  just  cost-efficient 
protection  for  your  company's  assets.  An  effective  risk  management  pro- 
gram can  make  substantial  contributions  to  your  company's  financial  plan- 
ning. As  the  world's  leading  insurance  broker,  Marsh  &  McLennan  is 
uniquely  qualified  to  provide  expert  evaluation  of  your  risks  and  review  of 
all  your  options,  within  the  framework  of  your  financial  strategy. 

A  hard  look  at  your  choices 

Risk  transfer  through  conventional  insurance  coverage  is  just  one 


of  many  options  considered  in  developing  a  comprehensive  risk 
management  program.  Risk  retention  (through  higher  deductibles,  a 
properly  funded  self-insurance  program,  or,  in  certain  cases,  a  captive 
insurance  company),  may  enable  you  to  buy  less  insurance  than  you 
thought  necessary.  And  loss-control  programs  to  reduce  your  risks  can 
also  lower  your  costs. 

Marsh  &  McLennan  has  the  professional  resources  and  organiza- 
tion to  implement  any  of  these  options,  or  a  combination  of  them.  We  base 
our  recommendations  on  objective  analyses  of  your  protection  needs  and 
the  effects  of  each  alternative  on  your  cash  flow,  your  capital 
requirements  —  in  fact  your  whole  financial  picture. 

Ongoing  review  of  needs  and  options 

Frequent  examination  of  changes  in  your  exposures  and  your 
financial  requirements  is  essential  to  ensure  that  risk  management  makes 
its  full  contribution  to  your  company's  results.  Marsh  &  McLennan  has  the 
specialists  to  provide  this  ongoing  service — available  to  you  through  more 
than  90  offices  across  the  country  and  through  a  worldwide  network  of 
subsidiaries  and  equity-affiliated  companies.  That's  what  makes  us  the 
leader. 

For  more  information  on  how  we  can  help  you  develop 
a  risk  management  program,  write  for  a  copy  of  our  booklet,  ^rS'f^f 
"Risk  Management:  A  Financial  Strategy  for  the  Eighties" 
to:  Mr.  Robert  Clements,  President,  Marsh  &  McLennan, 
Incorporated,  Dept.  40FB,  RO.  Rox  839,  Radio  City 
Station,  New  York,  N.Y.  10101. 

When  it  comes  to  insurance,  come  to  the  leaden 

Marsh  & 

Mclennan  


)  1980  Marsh  &  McLennan.  Incorporated 


1  he  Money  Men 


furnished  Wall  Street  office.  Instead  of 
swingers  like  Cornfeld,  Alger's  clients 
today  are  such  sober  corporations  as  Al- 
coa, B.F.  Goodrich  and  Warner-Lambert, 
which  give  Alger  a  portion  of  their  pen- 
sion fund  assets. 

Alger,  of  course,  promotes  his  firm  by 
sending  out  scores  of  performance  re- 
ports to  prospective  accounts  and  pen- 
sion consultants,  but  it  is  his  recent  per- 
formance that  has  brought  new  clients  to 
his  door.  Since  1976  Alger  has  chalked  up 
a  34%  compound  annual  return.  That's 
more  than  twice  as  good  as  the  Standard 
&  Poor's  500.  "It  takes  a  unique  thinker 
to  get  the  kind  of  results  he's  demon- 
strated over  the  last  five  years,"  says 
Elizabeth  Maes,  Litton  Industries'  pen- 


anyone  anticipates  them  doing  to  maxi- 
mize the  chance  of  getting  lucky." 

Alger  points  to  Monsanto  as  a  classic 
life-cycle-change  company.  Until  recent- 
ly it  produced  low-margin  commodity 
chemicals,  thermal  plastics  and  polyes- 
ters. But  starting  last  year,  the  company 
wrote  off  its  European  thermal  plastics 
and  polyester  business.  It  is  now  rede- 
ploying its  assets  into  high-growth  agri- 
cultural chemicals,  which  in  1981  will 
account  for  an  estimated  65%  of  operat- 
ing income.  "We  have  a  change  from  a 
very  boring  to  an  exciting  company," 
says  David  Alger,  who  projects  $11  a 
share  for  Monsanto  in  1981,  growing  to 
as  much  as  $20  in  1983.  With  all  this,  he 
points  out,  Monsanto  currently  sells  at  a 
bargain  multiple  of  6V2  times  its  estimat- 
ed 198 1  earnings. 

The  Algers  also  see  brokerage  firms  as 


.  \lger  Management's  I  htrid  Alger 

"You  make  money  buying  vital,  creative 

sion  administrator,  who  recently  swung 
some  money  Alger's  way. 

One  of  the  reasons  for  Alger's  new- 
found popularity,  in  fact,  is  his  old  repu- 
tation as  a  mythical  stock  picker.  After  a 
decade  of  indexing  and  random  walk  the- 
ory, his  thinking  is  an  appealing  alterna- 
tive to  many  pension  managers — espe- 
cially if  they  missed  out  on  much  of  last 
year's  roaring  bull  market.  "You  can  nev- 
er make  money  with  formula  investing," 
explains  Alger,  46,  a  man  who  keeps  his 
ideas  fresh  with  a  daily  seven-mile  jog  in 
New  York's  Central  Park. 

Today  Alger,  his  younger  brother  Da- 
vid, 37,  and  a  team  of  eight  highly  paid 
senior  analysts  pick  stocks  that  fall  into 
two  broad  categories — companies  under- 
going what  Alger  calls  "a  life-cycle 
change"  and  those  with  high  growth  in 
unit-volume  sales.  "We  haven't  bought 
Wall  Street  research  since  1970,"  says 
Alger,  faithful  to  the  philosophy  that 
guided  him  in  the  Sixties.  "You  have  to 
organize  your  portfolio  around  the  half- 
dozen  stocks  that  might  do  better  than 


companies. 


classic  life-cycle-change  situations.  They 
like  Shearson  Loeb  Rhoades  and  E.F. 
Hutton.  "Over  the  last  five  years  there 
has  been  a  20%  compound  growth  in  the 
number  of  shares  traded  on  the  New 
York  Stock  Exchange,"  says  David,  who 
believes  50-to-100-million-share  days 
will  be  common  in  the  next  couple  of 
years.  That  would  be  a  bonanza  for  bro- 
kerage houses.  They  are  now  automated 
and  benefit  from  low  fixed  costs. 

Alger  is  also  buying  Citicorp,  which 
has  been  hurt  in  the  consumer  lending 
business  because  of  interest  rate  ceilings. 
Now,  however,  he  believes  those  usury 
restrictions  are  ending  and  Citicorp  will 
be  able  to  roll  over  its  consumer  loans  at 
higher  rates — a  significant  earnings 
boost.  In  retailing,  the  Alger  brothers  like 
Sears,  Roebuck  and  J.C.  Penney,  both 
revamping  their  merchandising. 

In  the  volume-growth  category,  the 
Algers  recommend  Computervision,  a 
computer-aided  design  company. 
Though  it  sports  a  multiple  of  around  30 
times  198 l's  expected  earnings,  the  Mas- 


sachusetts-based firm  is  growing  al 
of  over  50%  a  year.  The  scarcity  q 
neers,  David  Alger  feels,  will 
continued  success  for  the  compal 
products  increase  productivity  by  i 
tuting  computers  for  pencils  and| 
prints.  "Don't  think  cheap.  Don't 
multiples,"  says  David  Alger, 
make  money  by  buying  vital,  crj 
companies." 

Other  stocks  high  on  Alger's  lj 
cause  of  growth  potential  include 
tronics  outfits  such  as  AVX  and 
point.  He  also  likes  Digital  Equip 
Floating  Point  Systems,  Perkin-I 
Sony,  Tandy,  as  well  as  Waste  Mj 
ment,  a  waste  disposal  outfit.  Amo 
oil  service  companies,  another 
where  Alger  sees  above-average  gr 
he  is  buying  Trico  and  NL  Industr 
addition,  he  recommends  contac 
makers  Bausch  &  Lomb  and  Coope 
oratories,  each  of  which  is  growi 
over  25%  a  year. 

Fred  Alger  was  born  in  Detroi 
father  was  a  Michigan  politician 
served  as  U.S.  ambassador  to  Be 
under  President  Eisenhower.  Alger 
was  graduated  from  Yale  and  the  U: 
sity  of  Michigan  Business  School, 
on  to  become  one  of  Wall  Street's  b 
est  stars  in  the  period  between  196 
1971,  when  he  ran  Security  Manage 
Co.'s  Equity  Fund,  ranked  second  it 
nation  after  Fred  Carr's  Enterprise 
Later  he  was  hired  by  Cornfeld  to  ri: 
Alger  Fund,  eventually  liquidate* 
cause  of  Cornfeld's  financial  troubli 

During  the  Seventies,  Alger  kep 
investment  business  alive  running  n 
al  funds  and  individual  accounts 
came  the  pension  boom,  and  he  gear 
his  marketing  efforts.  "Large  pod 
money  were  going  into  the  hands  ol 
sion  fund  managers  with  inferior  e 
records,"  he  explains.  "Our  equity  p 
mance  was  superior,  so  we  decide 
move  into  that  business."  Today,  . 
requires  that  all  trades  be  handled  b 
m-house  brokerage  firm,  an  unusual 
tice  that  boosts  his  profits  substanti 

Anticipating  the  current  oil  glut, . 
unloaded  most  of  his  energy  stocks 
year.  He  also  recently  sold  semicor 
tor  stocks — Intel,  GCA  and  Adva 
Micro  Devices — because  of  shrinkir 
der  backlogs.  Alger  admits  to  at  leas 
current  loser:  General  Dynamics, 
cause  its  Trident  submarine  pro 
hurt  the  company's  stock  price 
than  he  had  expected. 

Still,  the  Alger  firm  has  been  full 
vested  in  stocks  since  1974,  and  pla 
remain  fully  invested  for  a  long 
"We  are  trying  to  stay  at  the  cutting 
of  the  market,"  says  Fred  Alger. 

It's  anyone's  guess  how  long  Si 
investing  concepts   will  continue 
make  sense  in  the  Eighties — but  as 
as  they're  in  style,  Alger  will  be  arou 
implement  them.  ■ 
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Seagram's  and  Puerto  Rico* 
A  partnership  that  works. 


"Our  Puerto  Rico 
And  they 


Seagram's  Arecibo  distillery 
has  a  capacity  of  7  million  proof 
gallons.  The  plant  produces  rum, 
gin,  and  liqueurs  for  local  con- 
sumption, and  rums  for  the  main- 
land market. 


work  force  wants  to  produce  great  products* 
put  their  hearts  and  heads  into  it." 

—  Philip  E.  Beekman,  President 


"With  some  operations  you 
just  turn  a  switch,  and  the  prod- 
uct practically  makes  itself.  Distill- 
eries aren't  that  way. 

"So  we're  fortunate  to  have 
such  a  talented  work  force  in  our 
Puerto  Rico  operations.  We  need 
Isuch  a  wide  variety  of  skills  and 
labilities  to  turn  out  a  fifth  of  rum. 
nalytical  chemists.  Microbiol- 
gists.  Mechanical  engineers, 
ood  managers,  of  course.  And 
all  of  these  talents  are  available  in 
uerto  Rico. 
"We  run  frequent  tests  on  our 
products,  in-plant  and  with  con- 
sumers. The  quality  is  consistently 
excellent.  Most  of  the  credit  goes 
to  the  Puerto  Rican  worker.  The 


productivity  in  Puerto  Rico  is 
equal  to  any  of  our  mainland 
plants.  Which  is  why  Puerto  Rican 
rums  account  for  a  90%  share  of 
the  fastest-growing  distilled  spirits 
category  in  the  U.S. 

"The  Puerto  Rican  worker  is 
loyal  to  a  fault.  Our  turn-over  rate 
is  almost  zero. 

"We  appreciate  the  cooperation 
of  the  Puerto  Rican  government, 
and  the  aggressive  business  envi- 
ronment they  have  nurtured.  But 
most  of  all  we  have  a  healthy  respect 
for  the  people  —  and  their  dedi- 
cation to  making  a  great  product." 


COMPARE  YOUR  EFFECTIVE  TAX  RATE  WITH  THIS 
HYPOTHETICAL  PROFIT  MODEL. 


Sales 

Production  Worker  Payroll 

Profit  Be/ore  Tax 

Eligible  Incentives 

A.  5%  Production  Worker 

Payroll  Deduction 

P>.  Income  Tax  and  Property 

Tax  Exemption  at  Partial  Rates 

Pre-Tax  Income 

Production  Worker 

Payroll  Deduction 

Adjusted  Taxable  Income 


$5,000,000 
500,000 
500.000 


$  25,000 


500  000 


25,000 
$  475,000 


1-5 

90% 


11-15 

65% 


ANNUAL  INCOMETAXCALCULATION  BY  PERIOD 

Years 

%  Tax  Exempt 

%  Taxable  Income  10% 

Taxable  Income  $47,500 

Calculated  Tax  $12,475 

Effective  Tax  Rate  2.50% 


6-10 

75% 

25% 
118,750 

36,438 
7.29% 


35% 
166,250 

56.075 
11.22% 


16-20 

55% 

45% 
213,750 
76,163 
15.23% 


At  Puerto  Rico  Distillers,  Inc..  control  panel 
monitors  various  distilling  column  functions. 


'Duration  of  tax  exemption  depends  upon  geographical  zone  in  which  the  firm  ha 
been  established  In  addition,  note  that  the  US  Internal  Revenue  Code  Sectioi 
9}6  lets  vou  briny  current  profits  home  without  U  S  taxes. 

©  1980  Puerto  Rico  Economic  Development  Administration 


Puerto  Rico,  US, A. 

The  ideal  second  home  for  American  business. 


For  more  information:  write  us  on  your  company  letterhead.  Puerto  Rico  Industrial  Development,  Dept.FB- 1 8,1290  Avenue  of  the  Americas,  New  York,  N  Y.  10102 

Or  call  us  toll-free:  (800)  223-0699,  ext.  228.  In  New  York  State,  call  12121  245-1200,  ext.  228. 


SKF,  the  ball-bearing  king,  has  found  a  way  to 
survive  and  prosper  again  despite  Sweden's 
high  wages  and  sagging  productivity. 


"Paint  the  devil" 


By  Jerry  Flint 


ASK  AN  EXECUTIVE  IN 
Sweden  "How's  busi- 
ness?" these  days  and 
you  will  usually  get  a  tale  of 
woe — of  fuel  bills  soaring  in  a 
nation  that  imports  almost 
all  its  oil,  of  wages  that  are 
among  the  highest  in  the 
world,  of  productivity  gains 
that  are  hard  to  come  by  as 
Swedish  workers  march 
toward  a  four-day  week  by 
staying  home  and  collecting 
sick  pay. 

But  ask  the  question  at 
SKF,  the  ball-bearing  king 
headquartered  in  Gothen- 
burg, Sweden's  Detroit,  and 
you  hear  a  different  story. 
Last  year  SKF's  profits  dou- 
bled, for  the  second  year  in  a 
row,  to  $207  million  on  a 
sales  increase  of  only  13%,  to 
$2.7  billion.  SKF  makes  spe- 
cialty steels,  high-speed  drills 
and  other  cutting  tools  as 
well  as  bearings.  It  also  has 
sizable  sidelines  in  textile 
machinery  and  auto  parts. 
But  none  of  these  now  match 
its  margins  in  the  ball-bear- 
ing business.  Last  year  bear- 
ing margins  hit  9.1%,  com- 
pared with  3.9%  in  1979. 
With  ball  bearings  accounting  for  two- 
thirds  of  total  sales,  that  improvement 
was  the  reason  that  SKF,  unlike  many 
other  Swedish  enterprises,  reported  im- 
proved total  returns  on  sales  last  year — 
7.6%  compared  with  4.3%  in  1979.  This 
in  a  company  that  only  a  few  years  ago, 
its  executives  concede,  was  in  serious 
trouble. 

SKF's  turnaround,  moreover,  came  in 
the  face  of  all  the  ordinary  problems  as 
well  as  growing  competition  in  world 
markets  from  the  Japanese. 

The  success,  says  the  chief  executive, 


Producing  bearings  at  SKF  in  Gothenburg 
Next,  a  shift  without  workers.  

Group  Executive  Lennart  Johansson,  51, 
a  tall,  husky  engineer,  came  from  what 
he  calls  "rationalization."  In  effect,  SKF, 
which  is  really  a  worldwide  operation, 
realigned  its  major  European  factories  so 
that  each  now  makes  a  particular  type  of 
bearing,  then  ships  across  national  bor- 
ders. This  resulted  in  an  enormous  in- 
crease in  productivity.  SKF's  work  force, 
Johansson  says,  has  been  cut  by  20,000 
since  1972,  more  than  a  third,  while 
sales  doubled.  In  the  past  this  type  of 


"rationalization"  wasn't  successfl 
SKF's  American  plants;  U.S.  governi 
antitrust  lawyers  didn't  care  for  it 
new  agreement  has  been  worked 
with  the  Justice  Department  that  al 
the  company  to  adapt  this  specializ; 
in  the  U.S. 

Johansson  will  get  a  little  testy  i: 
say  that  he  has  beaten  the  Japa 
"Beat?  No!  I  don't  say  beat.  It's  ar 
going  war,"  he  says.  "For  a  whi 
looked  hopeless.  Now  it's  compet 
though  very,  very  tough  competi 
But  if  you  believe  in  the  free  mi 
system,  you  shouldn't  complain  a 
the  competition.  Either  you  are  up 
or  not.  Our  rationalization  in  Eu 
gives  us  the  ability  to  stand  up  to  it. 

To  stay  ahead  of  the  competitior 
hansson  figures  you've  got  to  use 
capital  fully.  So,  he  has  a  new  pet  pre 
His  idea:  Run  his  pi 
around  the  clock.  W 
more,  save  labor  costs 
avoid  various  regulal 
that  make  third-shift  i 
troublesome  by  running 
shift  without  workers. 

"We've  been  designing 
own  equipment  for  it. 
can  design  equipment 
maintains   itself,"  he 
when   Forbes  spoke 
him  at  the  company  h 
quarters  last  month.  Nc 
that  maintenance-free 
lubricating  bearings  are  c 
mon  in  autos  today,  he  sj 
of  plans  for  a  third  shift 
would  run  six  hours  ins 
of  eight — some  mainten, 
is  always  needed — with 
sibly  a  handful  of  supervi 
but  for  practical  purpos 
shift  that  would  be  fully  a 
mated.     How  soon? 
wouldn't  say,  but  he's  ser 
about  the  idea. 

SKF  isn't  the  typical  Si 
ish  manufacturer,  of  con 
three-fourths  of  its  53 
employees  are  outside  S 
den.  The  profits  squeez 
harder  on  domestic  mam 
turers  than  on  the  worlds 
operators,  says  Lars  Nabs 
president  of  the  Federatio 
Swedish  Industries.  "Don't  forget, 
have  a  number  of  very  good,  very 
cient  Swedish  companies  all  around 
world.  For  me  it's  not  a  problem  of 
having  good  companies;  it's  a  problet 
getting  them  to  produce  in  Sweden." 

Lennart  Johansson  acknowledges 
cost  problem  at  home  but  says:  "Pro« 
tivity  at  SKF  in  Sweden  will  soon  e« 
the  rest  of  Europe.  The  union  here 
understood  the  problem." 

Swedish  industrial  workers  earn  at 
$8  an  hour  and  the  new  national  Is 
agreement  will  increase  pay  about  9 
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Pitney  Bowes  offers  a  dependable  line  of  convenience  office  copiers.  From  economy 
desk-top  models  for  even  the  smallest  business,  to  full-feature  consoles  for  the  biggest 
business.  And  we  stand  behind  them  with  our  own  nationwide  sales  and  service 
organization.  For  a  free  demonstration  of  any  Pitney  Bowes  copier,  just  call  us  today. 


#  Pitney  Bowes  Copiers 


For  more  information,  call  toll  free  anytime  (except  Alaska  or  Hawaii)  800-621-5199  (in  Illinois  800-972-5855)  Or  write  Pitney  Bowes.  1702  Crosby  Street.  Stamford, 
Connecticut  06926  Over  600  sales  and  service  points  throughout  the  U  S  and  Canada  Postage  Meters,  Copiers,  Mailing,  Dictating,  Labeling,  Price  Marking  and 

Word  Processing  Systems,  Business  Forms  and  Office  Supplies 


the  first  year  and  maybe  7.5%  next  year. 
In  Sweden,  as  in  the  U.S.,  that's  consid- 
ered modest.  "If  not  a  strong  step  in  the 
right  direction,  at  least  it's  a  step,"  says 
Johansson.  Absenteeism  has  been  the 
curse  of  Swedish  industry  over  the  past 
few  years.  But  the  SKF  executive  says 
that  the  major  manufacturers  in  Gothen- 
burg are  now  running  at  17%  absentee- 
ism, against  23%  two  years  ago.  "It's  on 
the  high  side  still,  but  it  shows  a  chang- 
ing attitude." 

Johansson  refuses  to  be  pessimistic  on 
the  future  of  Swedish  industry.  "Sweden 


By  Jeff  Blyskal 

Gene  Milner,  chairman  of  Atlan- 
ta's $300  million  (sales)  Lanier 
Business  Products,  holds  up  a  dic- 
tating machine  about  the  size  of  two 
credit  cards  and  smiles  into  the  camera 
for  a  Forbes  photographer:  "Hot  as  a  six- 
shooter.  We  set  the  pace  for  this  indus- 
try. Our  competitors  had  been  sound 
asleep  for  20  years.  We  were  one  of  the 
first  to  come  out  with  a  portable  cassette 
machine  and  make  something  out  of  it." 

Milner  is  doing  what  he  does  best: 
selling.  "We  found  out  what  the  devil  the 
customer  wanted  and  gave  it  to  him,"  he 
says,  explaining  how  Lanier  stole  the 
market  lead  from  Dictaphone  in  1975 
and  ultimately  snared  a  35%  share. 

When  Milner  put  Lanier  into  the 
fledgling  word  processing  business  in 
1976,  the  company  took  off  like  a  race- 
horse. Revenues  bolted  forward  at  an 
average  37%  annual  clip.  Earnings  fol- 
lowed fast  apace  at  30%,  topping  $17 
million  in  the  fiscal  year  that  ended 
May  1980.  Lanier's  top  product  was  the 
stand-alone  No  Problem  word  proces- 
sor, a  combination  of  electronic  type- 
writer and  video  display  screen  that 
permits  a  typist  to  compose  and  correct 
a  letter  on  the  screen,  then  instruct  the 
typewriter  to  produce  as  many  perfect 
copies  as  an  operator  wishes.  Lanier 


was  a  poor  country  but  we  learned  to 
work  with  the  natural  resources — the 
water  power,  the  iron,  the  forests.  We 
learned  to  use  them  and  became  industri- 
alists. Now,  like  the  Japanese,  we  must 
work  with  our  heads  and  our  hands." 

He  also  says  Sweden's  famed  "code-ter- 
mination"— the  structured  consultations 
with  union  leaders  from  the  boardroom 
to  the  shop  floor — hasn't  impaired  his 
ability  to  run  the  company.  "We  at  SKF 
say,  'Don't  be  dictatorial,  use  common 
sense.'  Yes,  there  are  many  rules  and 
regulations  to  follow.  But  a  manager 


huiier's  Milner  (right)awrf  Cantrell 


quickly  established  a  17%  market  share 
in  this  booming  business. 

Accordingly,  the  stock  climbed  steeply 
to  an  alltime  high  of  45  and  a  price/earn- 
ings multiple  of  14  this  year.  In  March, 
however,  when  Lanier  announced  that 
third-quarter  revenues  would  probably  be 
up  only  10%,  vs.  a  57%  rise  the  year 
before,  jittery  investors  panicked,  drop- 
ping the  stock  6  points  in  two  days. 

What  happened?  Last  July  Lanier's 
core  business,  the  stand-alone  No  Prob- 
lem word  processor  that  accounts  for  al- 
most 39%  of  total  sales,  came  under 
heavy  attack  from  IBM,  which  launched 
its  Displaywriter  at  $7,900.  In  December 
Wang  Laboratories  Inc.  followed  suit 
with  the  Wangwriter,  priced  at  $7,500. 
That  spells  heavy  competition  for  the  No 
Problem,  which  sells  for  $11,000. 

Milner  and  Lanier  President  Wesley 


must  have  the  will  to  manage.  \ 
them,  'If  you  want  to  abdicate  frorc 
agement,  tell  us  quietly.  We  will 
nice  corner  for  you.'  " 

Johansson's  got  a  story  for  his 
Swedes  who  worry  too  much,  w 
about  the  Japanese  or  codetermin 
"My  father  told  me  when  I  was  you 
you're  nervous  for  the  future,  par 
devil  on  the  wall.  Take  a  look, 
scares  you,  run  away.  If  he  doesn't 
you,  go  on  and  do  what  you  have 
Too  many  of  those  scared  people  a 
paint  the  devil."  ■ 


Cantrell  scoff  at  the  competition's, 
systems,"  citing,  for  example, 
Wangwriter's  slow  impact  printer 
know  the  Wangwriter's  going  to 
viable  competitor,"  allows  Cantrell 
not  today." 

To  be  sure,  IBM  and  Wang  may 
help  Lanier's  sales  initially  by  valic 
and  broadening  the  word  proct 
market.  "If  we  can  get  15%  of  ai 
times  bigger,  $7  billion  market,  I'd  ji 
soon  have  it,"  says  Milner.  And  La 
strong  reputation  for  service  may  pi 
more  difficult  obstacle  than  its  new 
petitors  realize. 

But  Lanier  has  some  important  ■ 
vantages  as  well.  To  begin  with 
company  doesn't  make  its  own 
chines.  It  buys  them  from  AES  D 
Canadian  company  of  which  1 
owns  36%  and  the  government-spa 
Canada  Development  Corp.  the 
Milner  says  he's  counting  on  AES' 
man,  $14  million  research  commit! 
as  well  as  Lanier's  own  $5  million 
budget  to  fight  IBM  and  Wang  with 
products.  But  he  concedes  that  1 
happen  overnight.  "The  technolo 
available  to  make  complete  machir 
the  $6,000-to-$7,000  range,  but  it's . 
to  take  a  year  or  a  year  and  a  half  t 
them  on  the  market." 

With  competition  heating  up  ii 
stand-alone  word  processing  busi 
where  will  Lanier's  new  growth  ■ 
from?  Milner  has  his  prospects,  but 
all  face  stiff  competition. 

In  1979  Lanier  moved  into  a 
complex  form  of  word  processin 
brought  out  a  system  that  allowt 
many  as  16  people  to  draw  upon  a  s 
data  base.  Unfortunately  the  soft 
had  so  many  bugs  that  sales  stalled. 
Milner's  son,  a  sales  manager  in 
York,  told  dad  he  couldn't  move 
thing  out  the  door. 

"The  shared  system  is  a  sad,  h 
breaking  story,"  admits  Milner.  Bu 
adds,  after  spending  $1  million  o 
"We  think  that  thing  is  absolutely 
rect  now."  Even  though  shared  logic 
terns  are  expected  to  be  the  fastest-g 
ing  segment  of  the  word  processor 
ket,  the  competition  from  Wang,  air 
established  with  a  65%  share,  and  c 


Lanier  may  have  set  the  pace  in  recent  years 
in  dictating  systems  and  word  processors,  but 
it  will  be  much  tougher  from  here  out. 

"Hot  as  a 
six-shooter!" 


188 


FORBES,  MAY  1 1 


Until  1970,  it  was  common  practice 
for  insurance  companies 
to  pay  for  extensive  dental  work 
rather  than  help  prevent  it. 


I970:The  Travelers  goes  national  with  a  dental  plan  that  encourages 
checkups  as  an  automatic  part  of  every  policy. 


"It's  not  covered  by  my  insurance"  used  to  be  a 
erfectly  good  excuse  for  not  going  to  the  dentist 
or  regular  checkups.  In  1970,  however,  The  Travelers 
made  it  a  bad  excuse.  That  year,  we  began  covering 
examinations,  X  rays  and  cleanings  as  a  part  of  our 
Group  Dental  Insurance  Plan.  An  innovation  that,  in 
the  end,  makes  a  visit  to  the  dentist  much  less  pain- 
ful all  around.  If  you'd  like  to  learn  more  about 
our  comprehensive  dental  plans,  call  an  independent 


Travelers  agent  or  broker.  You  can  find  one  in  the 
Yellow  Pages. 

Considering  where  we've  been,  and  where 
we're  going,  why  would  you  call  anyone  else? 


(riA 


THE  TRAVELERS 


The  Travelers  Insurance  Company,  The  Travelers  Indemnity  Company,  and  their  Affiliated  Companies,  Hartford,  CT  06115 


Why  it  makes  sense  to 
spend  $250,000  on  a  machine 
to  make  a  25t  part 


The  only  way  to  justify  spending  a 
quarter  of  a  million  dollars  on  a 
Bodine  assembly  machine  is  to 
look  at  what  it  can  save  you  in 
return. 

For  starters,  a  Bodine  machine 
can  save  you  up  to  95%  of  all  your 
small  parts  assembly  costs,  includ- 
ing the  cost  of  direct  labor. 

A  Bodine  machine  can  also  save 
you  indirect  costs.  Like  the  cost  of 
hiring,  training  and  supervising 
new  people.  Stocking  costs.  And 
inventory  costs. 

In  addition,  a  Bodine  machine 
can  give  you  the  flexibility  to  make 
and/or  change  small  parts  in  a  big 
hurry.  So  you  can  react  to  market 


shifts  almost  as  fast  as  they  occur. 

A  Bodine  machine  can  even  give 
you  100%  inspection  and  verifica- 
tion of  all  parts  and  their  position. 
And  when  you  think  about  the  high 
cost  of  callbacks-not  to  mention 
the  legal  nightmare  of  liability- that 
may  represent  the  greatest  sav- 
ings potential  of  all. 

For  a  few  more  sound  reasons 
why  a  Bodine  machine  makes 
sense,  call  our  Vice  President, 
Frank  Riley  at  (203)  334-3107.  Or 
write  to  him  at  The  Bodine  Cor- 
poration, 317  Mountain  Grove  St., 
Bridgeport 
CT  06605. 
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big  firms  is  intense.  "Wang  stark 
shared  systems  business,"  says  Cd 

Another  difficult  prospect  for  Lg 
computers.  Although  Milner  worj 
cuss  what  Lanier  is  working  on  i 
field,  Shearson  Loeb  Rhoades'  a 
John  McManus  expects  the  comp 
introduce  a  small  business  comput 
tern  this  fall.  The  new  compute: 
sion's  R&D  staff  has  already  be* 
panded  to  55  people  from  1 1  last  y 

However,  the  division's  first  p) 
flopped.  After  three  years'  worl 
company  last  year  launched  its  so 
Alert  Shop  Floor  Control  System, 
enables  supervisors  to  keep  tabs 
factory's  work  flow.  "A  terrible  b 
Milner  concedes.  "We  thought  we 
sell  it  to  every  company  in  the  U.S 
every  company  wanted  individua 
ware  written,  an  impossible  task 
fulfilling  its  lone  contract  for  Aler 
Intel,  Lanier  expects  the  system  to 
even  and  then  die  a  quiet  death. 

Where  does  all  this  leave  Lanier 
in  a  great  position,  but  not  in  the 
one  either.  The  dictating  business 
of  sales)  is  holding  its  own,  mceh 
ported  by  Lanier's  numerous  prodi; 
traductions.  Lanier  also  does  a  good 
ness  ( 1 4%  of  sales)  distributing  3M 
ucts.  And  there  are  $33  mil  lie 


The      company      last      1 1 
launched  its  Alert  Shop  F| 
Control    System,  which 
ables  supervisors  to  keep  I 
on  a  factory's  work  flow 
terrible    bomb,"   Milner  <i 
cedes.  "We  thought  we  c<\ 
sell  it  to  every  company  inl 
U.S."     But     every  compl 
wanted    individual  softul 
written,  an  impossible  tas\ 


revenues  (13%  of  sales)  from  Lail 
servicing  of  those  tens  of  thousan| 
word  processors  and  dictating  macil 
in  the  field. 

Lanier's  balance  sheet  is  also  in  e 
lent  health  with  $36  million  in 
against  $64  million  of  stockholder 
ty.  With  a  cash  flow  of  $22  millior| 
ample  working  capital  of  $65  mil 
Lanier  can  move  swiftly  into  new  a  ) 

Milner  claims  that  very  little 
changed  at  Lanier.  "At  one  poin 
controlled  60%  to  70%  of  the  diet; 
systems  business,"  he  says.  "Our  ■ 
petitors  copied  us  and  did  a  pretty 
job  and  we  were  down  to  40% .  The 
came  out  with  this  model,  the  Si 
Vision  HI  central  dictation  system 
moved  right  back  up  to  60%  again." 

That  kind  of  counterattack  wil 
harder  to  mount  against  the  mere; 
competition,  but  such  is  the  price  of 
cess  in  the  swirling  world  of  informs 
processing.  ■ 
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Getting  this  roughneck's  583-foot 
drillship  financially  under  way 
could  have  been  a  rough  job. 


For  some  banks,  financing  a  45-man  drillship  with 
20,000-foot  drill  pipe  racking  system  could  be  too 
iuch  to  handle.  Not  for  Marine  Midland.  We  syndi- 
lited  the  $20  million  term  loan  our  client  needed 
|»  start  drilling  off  the  coast  of  South  America. 

What's  more,  we  also  provided  a  multi-currency 
he  of  credit  for  short-term  working  capital. 


We  put  our  international  expertise  to  work  for 
them.  The  knowledge  we've  gathered  through  our  net 
work  of  bankers  doing  business  in  the  world's  major 
money  centers  gave  them  exactly  what  they  needed. 
Tailored  to  their  specific  cash  flow  requirements. 

The  job  was  rough,  but  when  they  told  it  to  the 
Marine,  we  came  sailing  through.  Smoothly. 


MARINE  MIDLAND  BANK,  n.  a 

New  York  City,  Buffalo,  Miami,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  )akarta,  London,  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tokyo,  Toronto. 


Today's  Bunker  Ramo 
talks  to  investors 
ten  times  more  often  than 
the  major  financial  daily. 


With  a  circulation  of  1,900,000, 
The  Wall  Street  Journal  talks  to  a 
lot  of  investors  hungry  for  financial 
information. 

But  Bunker  Ramo  talks  to  even 
more. 

Because  every  day,  Monday 
through  Friday,  Bunker  Ramo's 
Brokerage  Information  Systems 
handle  a  total  of  more  than 
20,000,000  inquiries  from  investors 
nationwide.  That  adds  up  to  over 
100,000,000  inquiries  every  trad- 
ing week. 

One  reason  for  this  impressive 
figure  is  Bunker  Ramo's  recogni- 
tion that,  at  a  time  when  the  need 
to  know  has  never  been  greater, 
the  truly  useful  information  system 
must  do  more  than  simply  quote 
stock  prices. 

Of  course,  Bunker  Ramo's  can 
provide  instantaneous  data  on 
stocks,  bonds,  options,  commodi- 


ties, corporations,  industries, 
government,  and  currencies.  But 
ours  can  also  simultaneously 
access  15  different  data  bases;  tie 
them  all  in  to  one  universal  ter- 
minal; provide  such  vital  services 
as  research  recommendations, 
account  retrieval,  order  trans- 
mission. 

And  that's  why  you'll  find  this 
entirely  programmable,  fully  inte- 
grated financial  information  and 
terminal  control  system  on  the 


floors  of  leading  exchanges  and  in 
the  offices  of  major  brokerage 
firms  from  coast  to  coast. 

In  addition  to  producing  informa- 
tion systems  for  brokerage  houses, 
banks,  thrift  institutions  and  insur- 
ance companies,  today's  Bunker 
Ramo  manufactures  more  than 
65,000  different  electrical  and 
electronic  connectors  under  the 
Amphenol "  name,  and  is  also  a 
single  source  supplier  of  elec- 
tronic intelligence,  ocean  surveil- 
lance, and  data  management 
systems  for  the  nation's  defense. 

More  than  anything,  ours  is  a 
company  with  a  reservoir  of  high 
technology,  a  solid  base  of  innova- 
tive products,  and  a  resourceful 
management.  Which  is  why  today's 
Bunker  Ramo  is  a  company  that's 
on  the  move.  Bunker  Ramo 
Corporation,  900  Commerce 
Drive, Oak  Brook,  Illinois  60521. 
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Ticker  symbol:  BR 


Sam  Stayman  plays  the  market  as  shrewdly  as 
he  plays  bridge — and  runs  investment  classes 
for  his  family  His  latest  bid:  new  issues. 


Lessons  from 
a  master 


Profiles 


By  Steven  Flax 


Grand  Master  Samuel  Stayman 
Nothing  is  good  forever. 


Some  men  give  their  kids  an  allov 
to  take  out  the  garbage.  Not  Sam 
man.  He  pays  for  them  to  sit  and 
to  his  stock  market  advice.  Twice  yi 
he  runs  an  informal  investment  set 
for  his  family. 

You  may  remember  Stayman.  P 
legendary  bridge  player  and  membe 
fabled  team  that  won  the  world  c 
pionship  Bermuda  Bowl  three  tim 
the  Fifties — a  then-unpreced< 
streak.  Anyone  who  has  played  se 
bridge  in  the  last  quarter-century  k 
the  bidding  convention  that  bears 
man's  name. 

But  investing  is  as  much  a  passii. 
the  71 -year-old  Stayman  as  bridge- 
over  the  years  he  has  scooped  u] 
share  of  tricks  on  Wall  Street.  No 
wants  to  be  sure  his  descendants  be 
from  that  experience.  His  message 
nutshell:  Be  sensitive  to  current  m 
conditions  and  flexible  enough  to  , 
your  strategy  to  them.  As  a  cardpl 
Stayman  knows  the  importance  ofl 
chology.  "You  are  involved  in  prob 
ities  based  on  your  hand,  the  action 
partner  takes  and  the  actions  your  c 
nents  take,"  he  explains.  "Then 
have  the  clues  from  bidding.  But  th 
no  sure  thing."  Similarly  for  inves 
"Both  markets  and  investors  are  in 
feet.  You  try  to  imagine  what  other 
folio  managers  will  be  thinking  a 
something  that  you  have  selected.  I 
study  in  mass  psychology." 

With  that  in  mind,  Stayman  do 
rely  solely  on  Graham  and  Dodd,  01 
other  single  investment  strategy, 
stead,  he  puts  his  money  where 
"feels"  the  action  will  be.  In  the  Foi 
he  won  big  with  rail  reorganize 
bonds.  In  the  Fifties,  before  he  sold  S 
ina  Mills,  the  textile  company  he  ov 
for  about  25  years,  his  portfolio  was 
idly  blue  chip. 

Now,  Stayman  takes  a  different  t 
"There's  nothing  that's  good  forever, 
says.  "People  who  stayed  with  the 
growth  stocks,  which  were  very  suet 
ful  in  the  Sixties,  have  done  extra< 
narily  poorly  since  then.  The  stocks  1 
up  a  head  of  steam  that  was  not  susi 
able.  Today,  I  would  rather  not  in 
than  have  to  buy  Smokestack  Ameri 

Instead,  Stayman  sees  greater  oppc 
nities  in  new  issues.  He  did  particu 
well  with  a  word  processing  comj 
called  NBI  that  went  from  20  a  little  o 
year  ago  to  about  67  before  a  recent  s 
Other  favorites  include:  Dysan  Cor 
very  small  firm  that  makes  thin  film 
competes  in  computer  drive  mechanis 
IPL  Systems,  a  computer  manufacti 
and  Matrix  Science,  which  designs 
makes  electrical  connectors  and 
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COMPUTER  CHIP  IN  CHARGE,  our  new  762A  Scraper 
;teps  flawlessly  through  the  gears.  Every  operating  condition  is 
actored  in  for  best  use  of  engine  torque,  fuel  and  time.  After 
successes  with  electronic  control  in  our  tree  harvester  and 
ill-wheel-drive  motor  graders,  the  decision  to  extend  on-board 
microprocessors  to  our  elevating  scraper  line  was  only  logical. 


Profiles 


quadrupled  since  Stayman  bought  in. 

Now,  as  the  new-issue  market  heats 
up,  Stayman  worries  about  a  deteriora- 
tion in  quality.  He's  bullish,  but  a  bit 
more  selective.  "There  are  still  tremen- 
dous opportunities,"  he  says.  "When  a 
company  has  come  into  the  market,  to 
have  a  successful  offering  they  really 
want  the  people  that  buy  it  originally  to 
make  a  profit.  They  like  to  leave  20%  of 
its  value  on  the  table.  If  you  can  select 
the  wheat  from  the  chaff,  there  are  some 
excellent  values." 

Dividing  his  time  between  luxurious 
homes  in  New  York  City  and  Palm 
Beach,  Stayman,  who  grew  up  in 
Worcester,  Mass.,  the  son  of  a  Russian 
immigrant,  now  manages  a  personal 
holding  company  and  his  own  invest- 
ment portfolio.  A  Grand  Master,  he  has 
played  bridge  from  China  to  Naples.  Still, 
you're  as  likely  to  find  him  checking  his 
NASDAQ  quote  machine  or  lunching 
with  such  mavens  as  Sandy  Abraham  or 
Robert  Brimberg  (Scarsdale  Fats  of  The 
Money  Game  fame)  as  reading  the  New 
York  Times  bridge  column. 

From  1965  to  1974  Stayman  ran 
Strand  &  Co.,  a  hedge  fund  that  had  a 
compound  annual  growth  rate  of  28%. 
When  Stayman  decided  to  cash  out, 
Strand's  assets  amounted  to  $50  million, 


and  his  investors  begged  him  to  stay.  But 
Stayman  wanted  to  concentrate  on  his 
own  portfolio.  Over  the  past  nine 
months  Stayman's  common  stocks  have 
appreciated  nearly  200%.  With  these, 
and  other  investments  in  oil  and  gas,  tax- 
free  municipal  bonds  and  gold  (as  a  disas- 
ter hedge),  Stayman  has  amassed  a  net 
worth  that  has  been  conservatively  esti- 
mated to  exceed  $40  million. 

"Sam  realizes  that  there's  more  to  the 
market  than  fundamentals,"  says  Wil- 
liam Cauldwell,  a  senior  investment  ad- 
vi set  at  the  Bank  of  New  York  who 
works  with  Stayman.  "He  uses  the  ana- 
lytical powers  that  he  employs  at  the 
bridge  table.  Years  ago  he  told  me,  'Don't 
tell  me  who  the  prettiest  girl  at  the  beau- 
ty contest  is.  Tell  me  the  girl  everybody 
else  is  going  to  pick.'  " 

Stayman,  for  example,  subscribes  to 
Joseph  Granville's  market  letter,  but  not 
because  he  puts  much  stock  in  Gran- 
ville's predictions.  "We  pay  him  a  fee 
because  he  has  such  a  large  following.  We 
even  pay  for  the  telegrams.  I  don't  follow 
his  advice.  But  I  want  to  know  the  major 
influences  on  the  market." 

With  his  current  emphasis  on  new  is- 
sues, Stayman  also  watches  who  takes  a 
company  public.  He  looks  for  lead  under- 
writers with  good  new-issue  track  rec- 
ords, well-regarded  research  departments 
and  strong  sales  forces — companies  that 
can  sponsor  stocks  and  get  wide  distnbu- 


tion.  "Muscle  in  getting  to  Lnstitl 
particularly,  is  very  important,"  hi 
"A  bargain  that  is  never  found  v% 
main  a  bargain  forever." 

Not  that  any  of  this  has  proved  i 
ble  tor  Stayman.  Last  year  he  t) 
considerable  loss  with  Cetus  Corp 
netic     engineering  company, 
hadn't  made  any  money  when  they 
to  market,"  he  explains.  "It  was 
the  come  but  it  was  being  distribu 
First  Boston  and  Morgan  Stanle> 
market  was  a  bit  weak  when  it  v 
sued,  so  they  dropped  the  price  fn 
to  23.  We  thought  we  should  take 
could  get."  Cetus  recently  traded  al 
Stayman  sold  most  of  it  at  20  or  ov 

In  view  of  the  Cetus  experience, 
are  the  danger  signals  that  Sta 
watches  for?  "No  road  record,  si 
company.  Also,  if  they  are  selling 
stantial   interest  on   behalf  of 
stockholders,  that  doesn't  sound  gq 

Another  of  Stayman's  precepl 
Don't  invest  south  of  the  Rio  Gi 
"We  don't  mean  avoid  Mexico,"  he 
"We  mean  that  when  you  invest 
from  the  U.S.,  you  have  addition 
tors,  such  as  political  happenings 
changes  or  markets  that  are  differer 
require  different  skills.  We  like  to 
these  additional  risks." 

Not  that  Stayman  wants  to  avoi 
entirely,  he  )ust  wants  to  be  well  pi 
it.  "At  the  height  of  the  disfavor  of : 


When  you  want  to  se 


World  loader  in  loss  prevention  engineering  for  commercial  and  industrial  properties,  and  meml 
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j  xcvi  in  his  New  York  office 

argain  that's  never  found  will  remain  a  bargain  forever.' 


,fa,"  he  explains,  "we  did  buy  De    His  investment  has  more  than  doubled 
s.  It  was  a  tremendous,  very  secure    within  the  last  year, 
aess  with  a  yield  of  18%  that  owned       Another  Stayman  specialty  is  risk  ar- 
>f  Barclays  Bank.  Yet  you  could  get  it    bitrage,  buying  into  companies  that  are 
V2  times  earnings.  We  believed  that    in  reorganization.  "We  particularly  like 

real  disasters,"  he  says,  "companies  that 
have  gone  into  bankruptcy."  Knowing, 
for  example,  that  the  Toys  R  Us  division 
of  troubled  Interstate  Stores  was  doing 
very  well  and  had  a  marketing  genius 
named  Charles  Lazarus  at  the  helm, 
Stayman  bought  in  and  waited  for  the 


represented  a  value  that  overcame 
le  other  negatives.  We  were  able  to 
1  quadruple  before  we  sold  it."  An- 
r  foreign  company  that  Stayman 
S  for  is  Denmark's  Novo  Corp.,  the 
d's  largest  manufacturer  of  enzymes 
lgh  fructose  corn  syrup  and  gasohol. 


reorganization.  He  bought  Interstate 
shares  at  4  or  so,  later  received  two- 
thirds  of  a  Toys  R  Us  share  for  each  one, 
and  now  they're  selling  at  34Vs. 

Following  precepts  like  these,  Stay- 
man  now  has  40%  of  his  capital  in  equi- 
ties, with  a  lesser  amount  in  tax-free 
municipal  bonds.  Among  the  25  to  30 
equities  he  has,  only  15  are  "important 
situations."  Stayman  doesn't  believe  in 
putting  his  money  into  a  huge  list  of 
stocks.  "I  always  tell  my  kids  not  to  put 
more  than  7%  of  your  capital  in  any  one 
company.  Actually,  12  would  be  about 
the  perfect  number,"  he  says.  Although 
Stayman  expects  a  mild  sell-off,  some  of 
his  recent  acquisition's  include  Whitehall 
Corp.,  which  makes  seismic  equipment 
and  antisubmarine-detection  devices; 
Trimac,  a  Canadian  company  that  trans- 
ports fuel  and  oil  rigs;  and  Shop-Smith,  a 
maker  of  tools  for  home  workshops. 

Is  there  any  final  point,  some  grand 
slam  of  stock  market  wisdom  that  Stay- 
man  offers  his  children?  He  tells  them 
not  to  try  picking  hot  stocks,  but  instead 
to  find  the  best  possible  financial  advis- 
ers. A  shrewd  pro  at  both  bridge  and  the 
market,  Stayman  knows  that  investing 
is  not  a  game  for  amateurs.  "I  tell  them 
not  to  expect  to  do  it  all,"  says  Stayman. 
"I  don't  care  how  much  business  experi- 
ence a  man  has,  investing  is  a  profession- 
al's job.  Your  challenge,  I  tell  them,  is  to 
find  someone  to  help  you  do  it."  ■ 


>ry  Mutual  System.  Call  Allendale  Insurance  in  Johnston,  Rl,  (401)  275-4442.  Or  call  your  broker. 
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Irving  Trust  Executive  Vice 
President  Jim  Kuharski.  He 
and  his  staj)  know  all  the 
ways  to  help  medium-size 
companies  raise  growth  capital. 


Report  from  Number  One  Wall  Street 


Irving  Trust  is  the  only  bank  a 
medium-size  company  needs  for  growth. 

"Were  committed  to  financing  the  future  for  companies  on  the  move." 
Speaking:  James  P.  Kuharski,  Executive  Vice  President  and  head  of 
Irving  Trusts  Financial  Services  Group. 

"We  work  closely  with  our  Domestic  and  International  corporate  banking 
specialists  to  offer  innovative  financial  alternatives. 

"Our  leasing  specialists  can  help  you  acquire  fixed  assets  without  draining 
working  capital.  And  they're  experts  in  tax  leases. 

"Irving  Trust  manages  the  second  largest,  bank-owned  domestic  factoring 
operation  in  the  nation.  Our  specialists  can  brief  you  on  new  factoring 
techniques  such  as  on-line  credit  checking  and  off-premise  factoring,  as 
well  as  traditional  factoring  services. 

"Our  Commercial  Finance  specialists  go  beyond  merely  financing  account 
receivable  and  inventory.  We  blend  new  and  traditional  methods  to 
structure  complete  finance  packages  to  meet  our  client's  total  requirements. 


"We  can  also  provide  longer-term  capital.  If  you  have  sound  growth  pros- 
pects, but  do  not  yet  qualify  for  traditional  sources  of  long-term  debt  or 
equity,  ask  about  this. 

"Financial  Services  Units  are  located  at  Irving  Business  Centers  in  major 
markets  across  the  U.S.  Write  to  me  for  more  information  at  Irving  Trust 
Company,  One  Wall  Street,  New  York,  NY  10015." 


Irving  TVust 

Unique.  Worldwide. 


Member  KDK 


hough  The  Great  Submarine  Flap  has  cast  a 
idow  over  General  Dynamics,  the  defense 
siness  has  never  been  so  good. 


"We've  got  a  lot 
of  depth" 


By  Subrata  N.  Chakravarty 


fter  these  last  weeks,  I'm  more 
k  eager  to  retire  than  before,"  sighs 
\  General  Dynamics'  63-year-old 
rman,  David  S.  Lewis,  with  a  rueful 
h.  "I've  really  been  through  a  very 
matic  experience  with  those  people 
le  Navy." 

bat  he  has.  First,  General  Dynamics 
publicly  raked  over  the  coals 
ie  Navy  for  the  performance 
s  Electric  Boat  division,  the 
an's  premier  builder  of  nu- 
submannes.    Within  a 
k,  John  Lehman,  the  new 
etary  of  the  Navy,  suspend- 
ompetitive  bidding  for  three 
Angeles-class  attack  subma- 
s  and  awarded  them  to  New- 
News  Shipbuilding  &  Dry 
k  Co.,  a  unit  of  Tenneco.  In 
g  so,  he  released  another 
at  GD  to  the  press.  And  two 
s   after   that,   the  Navy 
ped  its  option  to  buy  a  ninth 
snt  ballistic  missile  subma- 
the  behemoth  class  of  sub- 
nes  that  will  carry  the  huge 
Trident  II  missile.  In  less 
a  month  General  Dynam- 
jst  $  1 .4  billion  in  submarine  business 
suffered  a  very  public  black  eye. 
ot  that  Dave  Lewis  is  exactly  a  strang- 
such  problems.  For  a  decade,  he  has 
trying  to  get  all  of  the  scattered  parts 
s  company  pulling  in  the  same  direc- 
He  has  managed  it  only  once — in 
For  most  of  that  time  one  or  an- 
r  of  GD's  major  businesses  has  been 
lved  in  controversy,  even  though 
may  not  have  lost  money.  First  there 
the  much-criticized  F-lll  fighter 
ber,  built  by  the  Ft.  Worth  division, 
a  there  was  the  Quincy  Shipyards, 
its  recalcitrant  labor  and  spiraling 
s.  In  1978  there  was  the  staggering 
)  million  reserve  that  Electric  Boat  set 
gainst  past  and  future  losses,  owing  to 
overruns  on  the  Los  Angeles-class 


submarine  program.  And  now,  The  Great 
Submarine  Flap.  This  one,  Lewis  feels,  he 
didn't  deserve. 

In  an  unusually  ill-tempered  presenta- 
tion in  March  before  the  House  Armed 
Services  subcommittee  on  Seapower, 
Vice  Admiral  Earl  B.  Fowler  Jr.,  com- 
mander of  the  Naval  Sea  Systems  Com- 
mand, accused  Electric  Boat  of  a  multi- 
tude of  sins,  including  defective  welding, 


General  Dynamics  Corp.  Chairman  David  S.  Lewis 
"The  Navy  was  biased  and  completely  one-sided 


poor  quality  control  and  schedule  slip- 
page on  both  the  Los  Angeles  and  Tri- 
dent programs.  P.  Takis  Veliotis,  GD's 
executive  vice  president  for  marine  oper- 
ations, acknowledged  that  there  had 
been  problems,  but  asserted  that  they 
had  been  solved  long  before.  In  a  remark- 
ably combative  statement,  Veliotis  refut- 
ed or  minimized  all  Fowler's  criticisms 
and  several  times  all  but  explicitly  ac- 
cused the  admiral  of  lying. 

Lewis  is  still  fuming  over  Fowler's  tes- 
timony. He  has  no  apologies  for  GD's 
sharp  response.  "We  respond  when  the 
bell  rings,"  he  says.  "Maybe  a  little  too 
much,  but  I  don't  really  think  so.  They 
only  told  part  of  the  story  in  a  biased  and 
completely  one-sided  manner.  We  would 
never  have  answered  that.  But  then  they 


took  the  action  of  taking  away  jobs  and 
criticizing  the  company  as  the  reason  for 
doing  it.  So  we  felt  we  had  to  put  the 
record  straight." 

Lewis  is  particularly  bitter  about  Sec- 
retary Lehman's  action  in  suspending 
the  attack-submarine  competition  be- 
cause it  will  cause  massive  layoffs  of 
skilled  personnel  at  Electric  Boat.  Worse, 
the  action  was  taken  before  anyone  at 
General  Dynamics  had  an  opportunity  to 
give  GD's  side  of  the  story  to  Lehman. 
"When  we  had  our  very  first  meeting  he 
handed  me  the  letter  saying  he  was  going 
to  award  the  contract  to  Newport 
News,"  says  Lewis  with  a  frosty  smile. 
"We  talked  for  quite  a  while  and  I  told 
him  in  words  of  one  syllable  that  he 
didn't  know  what  he  was  doing.  I've 
been  in  this  damn  business  an  awful  long 
time  and  I've  never  known  anyone  to 
take  such  drastic  action  without  making 
any  effort  to  find  out  the  whole  story." 

What  puzzled  Lewis  about  Lehman's 
action  in  dropping  the  Trident  option 
was  that  there  is  no  other  shipyard  out- 
side the  U.S.S.R.  capable  of  building  it. 
"If  we  hadn't  spent  $280  million  of  our 
own  money  at  the  front  end,  there  would 
be  no  place  in  the  world  where  we  could 
build  the  Trjdent,"  he  snaps.  In  a  petu- 
lant statement  to  the  press, 
Lehman,  38,  threatened  to  cut 
short  the  Trident  program  and 
build  far  smaller  and  less  capable 
submarines  mstead.  However, 
the  Navy  needs  the  Trident  sub- 
marines. They  are  the  only 
ships  capable  of  carrying  the 
bigger  and  longer-range  Trident 
II  missiles.  So  by  canceling  the 
option,  all  Lehman  did  was  to 
ensure  a  price  increase  of  sever- 
al millions  of  dollars  because  of 
lapsed  supplier  contracts. 

The  reason  for  this  extraordi- 
nary, and  deliberately  public, 
performance  is  unclear.  Both 
Admiral  Fowler  and  Lehman  de- 
clined to  speak  to  Forbes.  But 
some  experienced  political  ob- 
servers speculate  that  the  expla- 


nation may  lie  in  the  Reagan  Adminis- 
tration's need  to  show  that  it  can  be  as 
tough  in  scrutinizing  defense  programs 
as  it  has  been  with  social  welfare  pro- 
grams. Picking  on  two  programs  that  are 
too  critical  to  be  canceled  would,  of 
course,  be  both  safe  and  easy.  A  more 
vulnerable  program  might  actually  be 
scrapped  by  Congress. 

The  public  criticism,  loss  of  lucrative 
contracts  and  the  imminent  layoffs  at 
Electric  Boat  have  cast  a  shadow  over 
what  is  actually  a  very  successful  defense 
contracting  business.  Electric  Boat  still 
has  20  submarines  under  construction. 
While  10  of  the  12  Los  Angeles-class 
submarines  remaining  will  be  delivered 
at  a  loss,  the  loss  was  provided  for  in 
1978  and  the  two  later  ships  in  the  series 
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Trident  ballistic  missile  submarines  Florida  ( background )  and  Michigan  The  attack  submarine,  Boston,  is  in  the  foreground 
"If  we  hadnt  spent  our  own  money  at  the  front  end,  there' d  he  no  place  in  the  world  we  could  build  the  Trident." 


will  be  profitable.  The  Trident  program, 
although  delayed  and  over  the  target 
cost,  is  contractually  on  schedule  and 
well  within  the  contracted  ceiling  cost.  It 
will  be  very  profitable  once  the  ships 
begin  to  be  delivered  later  this  year. 

The  Ft.  Worth  Division  makes  the  F- 
16  fighter,  currently  the  Air  Force's  most 
important  program.  When  conceived  in 
the  early  Seventies,  many  charged  that  a 
multinational  construction  program,  co- 
ordinating hundreds  of  companies  in  five 
nations,  was  too  complex  to  be  managed. 
Not  so.  "That  program  today  is  success- 
ful beyond  the  wildest  expectations  of 
myself  or  anybody  else  involved  in  for- 
mulating it,"  says  Frederick  S.  Wood,  the 
Air  Force's  former  international  admin- 
istrator of  the  FT  6  program  and  now 
GD's  vice  president  for  contracts.  "It  is 
on  cost  and  on  schedule."  With  only  314 
planes  delivered  through  1980,  and  a 
likely  production  run  of  2,000  or  more, 
the  program  will  continue  well  into  this 
decade.  Meanwhile,  GD  is  developing 
both  a  less  versatile  version  for  export 
and  a  more  advanced  version  that  would 
double  the  F-16's  range  and  payload,  ei- 
ther of  which  could  extend  the  program 
further.  As  an  added  bonus,  there  is  the 
chance  that  Congress  may  opt  for  a 
modified  F-l  1 1  instead  of  a  more  expen- 
sive new  version  of  Rockwell's  B-l  as  the 
Strategic  Air  Command's  bomber  of  the 
Eighties  and  early  Nineties. 

Even  greater  hope  for  immediate 
profit  lies  in  GD's  missile  and  gun 
business.  The  Convair  Division 
makes  the  old  but  continuing  Atlas/Cen- 
taur rocket  and  is  about  to  begin  produc- 
tion of  the  Tomahawk  sea-launched 
cruise  missile.  It  is  testing  a  ground- 
launched  cruise  missile  and,  although  it 
lost  an  air-launched  missile  to  Boemg,  it  is 
now  developing  a  medium-range  missile. 
The  Pomona  Division  makes  the  Stan- 


dard ship-defense  missile  and  is  begin- 
ning production  of  the  Phalanx  ship- 
board gun  system.  It  also  makes  the 
highly  successful  Sparrow  air-to-air  mis- 
sile for  the  Air  Force  and  Navy  and  has 
developed  antiaircraft  and  antiarmor 
missiles  for  the  Army.  The  winner  of  the 
competition  for  a  tank-mounted  gun  sys- 
tem is  to  be  decided  shortly.  All  in  all, 
the  missile  and  gun  programs  could  dou- 
ble, to  $1  billion  in  annual  revenues,  in 
the  next  two  to  three  years. 

With  75%  of  revenues  and  more  of 
operating  earnings  coming  from  defense- 
related  business,  one  might  expect  David 
Lewis  to  be  concerned  about  General 
Dynamics'  dependence  upon  a  single 
customer.  Not  Lewis.  "If  all  we  had  was 
the  Trident  and  the  F-l 6  we  would  have 
far  greater  concern  than  we  have  with  a 
multiplicity  of  programs,"  he  says. 
"There's  a  great  diversity  of  government 
business  in  this  company  and  we  have 
them  all  down  the  line,  from  the  mature 
old  Standard  to  things  that  are  very  ad- 
vanced." And  with  defense  spending  ris- 
ing, GD  can  probably  look  forward  to 
years  of  major  programs. 

What  Dave  Lewis  is  thinking  about 
now  is  the  need  for  growing  and  profit- 
able civilian  businesses  to  take  up  the 
slack  when  the  inevitable  downturn 
comes  in  defense.  He  has  his  work  cut 
out  for  him.  The  three  companies  ac- 
quired from  Henry  Crown  in  1959 — Ma- 
terial Service,  Marblehead  Lime  and 
Freeman  United  Coal  Mining — did  well 
last  year.  But  the  others  ran  into  trouble. 
Now  Freeman  United,  with  1.2  billion 
tons  in  coal  reserves,  is  on  strike  and  the 
other  two  are  vulnerable  to  recession. 

Quincy  Shipyards,  which  Lewis  stub- 
bornly refused  to  shut  down  in  the  mid- 
Seventies,  finally  paid  off  handsomely  in 
1978  and  1979  as  production  peaked  on 
the  construction  of  ten  liquefied  natural 


gas  tankers.  In  1980,  however,  opei 
profits  fell  99%  as  the  last  two  ta 
were  delivered.  Quincy  has  provis 
contracts  for  nine  more  LNG  tar 
but  they  are  conditional  on  the  con; 
tion  of  a  terminal  in  California  tl 
under  environmental  challenge.  Ii 
meantime,  Quincy  is  scramblmg  to 
in  enough  business  to  stay  alive, 
have  a  first-class  shipyard  now  whe 
had  a  third-class  one  before,"  says  L 
"If  we  can  keep  it  going  for  the  nex 
or  three  years  and  maybe  make  a 
money,  that's  about  as  much  as  w< 
hope  for.  But  we  still  think  the  bor 
is  there.  Quincy  is  going  to  boom, 
might  have  a  point.  So  far  this 
Quincy  has  managed  to  build  its  bai 
from  $70  million  to  $200  million  a 
may  get  some  business  from  the  bi 
val  buildup  that  has  been  promised. 

Then  there  is  telecommunicat 
Although  DatagraphiX'  $140 
lion  computer-output  micrc 
business  is  growing  and  doing  well 
$262  million  telecommunications 
sion  has  had  operating  profits  onl> 
year  in  the  past  five,  owing  mainly  t 
high  investment  and  low  return 
Stromberg-Carlson's  telephone  sw 
ing  systems.  Lewis  plans  to  spend  i 
money  here  to  broaden  the  product 
perhaps  by  acquisition. 

The  lack  of  successful  civilian  bus: 
is-  Dave  Lewis'  major  failure.  For  al 
recent  acrimony,  General  Dynamic 
mains  overwhelmingly  a  military 
tractor.  And  when  Dave  Lewis  retir 
a  couple  of  years,  that  is  the  kin 
company  he  will  turn  over.  That,  a 
company  with  tight  managerial  con 
and  a  quality  of  management  a 
which  he  professes  no  concerns.  "Vt 
got  a  lot  of  depth  now,"  he  says. 

Now,  if  he  can  just  get  along 
those  admirals.  .  .  .  ■ 
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Computing  can pay 
for  itself  the first  meek 

A  computer  cant 


computer,  expertly  used,  will 
ventually  pay  for  itself.  But  certainly 
ot  the  first  week. 

Computing,  on  the  other  hand,  pays 
or  itself  almost  at  once. 
Mainly,  because  you  buy  only  what 
ou  need.  And  because  the  returns  can 
e  so  immediate.  Computing  helps  you 
nction  better  from  the  very  first  day. 
With  computing,  you  avoid  not  only 
_i:he  cost  of  the  hardware,  but  also  the 
inevitable  add-ons:  installation, 
programming,  maintenance,  re-pro- 
I  jamming,  upgrading,  re-programming, 
and  re-programming, 
i  Even  though  we  may  install  one  of 
our  terminals  or  computers  at  your  place 
as  part  of  our  service,  we  don't  sell 
computers.  We  provide  answers. 
ADP  is:  the  computing  company. 

We  give  you  the  control  you  need, 
the  information  you  need,  and 
"  the  answers  you  need,  on  a  timely, 
cost-effective  basis. 


You  can  have  single  services,  such  as 
payroll,  accounts  payable  and  receiv- 
able, and  inventory  control.  An 
interactive  terminal  if  you  need  instant 
access.  Or  even  one  of  our  computers 
right  on  your  premises.  You  get,  and 
pay  for,  only  what  you  need. 

As  a  result,  computing  is  less 
expensive  than  do-it-yourself  computer 
management. 

If  you  feel  that  you  could  use  a 
computer,  then,  for  sure,  you  can  use 
computing.  There's  an  ADP  representa- 
tive near  you  who  will  be  glad  to  show 
you  how  quickly  it  can  pay  off. 


ADP,  with  50  computing  centers  in 
the  U.S.  and  Europe  provides  over  70,000 
businesses  with  computing  services 
ranging  from  routine  bookkeeping —payroll, 
accounts  payable  and  receivable,  general 
ledger  and  financial  reporting— to  highly- 
specialized  applications  involving  the 
use  of  sophisticated  data  bases  and 
remote  computing. 

©  1980  Automatic  Data  Processing,  Inc. 


Frank  R.  Lautenberg 
Chairman  of  the  Board,  ADP 


AMERICA'S 

INDUSTRIAL  AND 

MILITARY 

STRENGTHS 

ARE  ENDANGERED 

BYA 

SERIOUS 

RESOURCE 

DEPENDENCY." 


Thomas  Marshall, 
Group  Vice  President, 
Resource  Development, 
United  States  Steel 


fr     ~  **** 


The  strategic  minerals 
and  metals  problem  of 
(the  eighties  takes  on  added 
(significance  since  the  experi- 
ence with  oil  shortages  in  the 
(seventies.  Our  nation  could 
| easily  be  hostage  to  powers 
(and  events  beyond  its  control 
liif  the  essential  supply  of  criti- 
cal materials  were  threatened 
or  curtailed. 

"We  have  been  slow  to  rec- 
ognize the  danger  and  face  the 
unpleasant  truth  that  America 
is  not  self-sufficient.  America 
i  presently  imports  in  excess  of 
[75  percent  of  14  key  minerals 
i  used  by  industry,  and  is  totally 
pependent  on  foreign  sources 
fbr  five  of  them. 

"American  industrial  capa- 
bility relies  on  an  uninter- 
rupted supply  of  critical 
wnaterials.  Yet  the  facts  of  life 
are  that  the  major  sources  of 
most  of  these  minerals  and 
metals  are  located  in  either 
politically  unstable  regions,  or 
In  areas  extremely  vulnerable 
to  the  disruption  of  land  and 
fbea  transport. 

"America  could  not  build 
m  airplane,  produce  electronic 
equipment  or  manufacture 
weapons  systems  without 
chese  indispensible  materials. 
The  steel  industry  would  be 
crippled  by  a  shortage  of  man- 
ganese, chrome,  cobalt,  or 
eolumbium. 


"America  needs  a  working 
materials  strategy.  And  needs 
it  now.  Industry  and  govern- 
ment must  unite  in  a  commit- 
ment to  finding  effective 
solutions. . .  like  exploration 
for  new  domestic  reserves . . . 
research  directed  toward  the 
discovery  of  suitable  substi- 
tutes ...  a  realistic  federal  lands 
policy. . .  and  a  contingency 
plan  for  a  potential  cutoff.  The 
proposed  international  Law  of 
the  Sea  Treaty  must  safeguard 
incentives  for  ocean-bed  min- 
ing. . .  a  promising  and  untap- 
ped minerals  source. 

"While  America  may  never 
achieve  total  self-sufficiency  it 
must  insure  its  sources  of  vital 
materials  and  access  to  them. 

"American  security  and 
industrial  health  hang  in  the 
balance.  Can  we  pretend  the 
problem  isn't  there?  Or  wish  it 
away? 

"We  think  not!  What  do 
you  think?" 


United  States  Steel 


600  Grant  Street,  Pittsburgh,  PA  15230 


NOW 
AIR-INDIA 
HAS  NO 
FIRST  CLASS 
SEATS  TO 
LONDON. 
JUST 
SLLJMBERETTES. 

No  extra  cost.  Just  extra  comfort. 
Because  now  every  Air-  India  First 
Class  seat  is  a  Slumberette.  And 
Slumberette  seats  are  just  the 
beginning  of  Air- India's  First  Class 
service. 

We  only  have  16  seats  in  First 
Class.  Which  means  you  get  more 
room  and  comfort. 

You  also  get  truly  good  food 
(including,  if  you  wish,  your  choice 
of  Indian  cuisine),  caviar,  cham- 
pagne, vintage  French  wines, 
stereo  music,  movies. 

And  simply  superb  Indian  service. 
^  Service  that's  typically  Indian. 
Service  that  leaves  you  refreshed. 

In  fact,  Air-India's  First  Class 
service  is  so  good  that,  even  though 
you  can  sleep  your  trip  away,  you 
might  prefer  to  stay  awake. 

See  your  travel  agent  or  corpo- 
rate travel  department.  Or  give  us 
a  ring. 


THE  AIRLINE  THAT'S  DIFFERENT.  AND  BETTER. 

400  Park  Ave..  New  York.  N  Y.  10022. 
Toll-free  numbers:  Continental  U.S.  800-223-7776- 
N.Y.  State:  800-442-8115:  in  N.Y.  City:  (212)  751-6200 

AIR-INDIA  SALUTES 
"MANIFESTATIONS  OF  INDIA" 
A  nationwide  presentation 
of  Indian  culture  in  1981/82 
This  Month:  Shiva— 
2,000  years  of  Hindu  artistic  expression 
at  Philadelphia  Museum 
May  1-10: 
Manifestations  of  Shiva  — film 
at  new  Asia  Society  Building.  N.Y. 


Will  Ma  Bell  allow  the  new  two-way  cable 
systems  to  turn  the  telephone  into  the  telegrc 
of  the  Nineties?  Not  very  likely. 


AT&T  versus  cable 
war  of  the  wires 


By  Allan  Sloan 
with  Thomas  Baker 


A century  ago,  the  mighty  West- 
ern Union  Corp.'s  network  of 
telegraph  wires  was  the  dominant 
force  in  the  U.S.  communications  busi- 
ness. When  a  handful  of  struggling  busi- 
nessmen began  stringing  wires  over  rick- 
ety poles  to  carry  voice  communications, 
Western  Union  snickered.  Voice  was  a 
passing  fad. 

The  rest  is  history.  By  the  time  West- 
em  Union  realized  that  telephony  was  a 
threat,  the  tacky  little  phone  entrepre- 
neurs had  become  AT&T,  and  had 
enough  muscle  to  fend  off  the  giant.  We 
all  know  what  happened  to  the  telegram 
business  as  a  result. 

But  history  has  a  way  of  repeating. 
When  the  first,  primitive  cable  television 
systems  were  being  built  35  years  ago, 
Ma  Bell,  whose  phone  wires  dominated 
the  country,  figured  that  sending  TV  pic- 
tures by  wire  was  a  passing  fad.  Instead 
of  getting  into  the  cable-TV  business, 
Bell  stuck  to  phones,  figuring  that  cable 
would  fade  when  the  country  became 
saturated  with  TV  stations  and  everyone 
could  get  pictures  over  the  air.  When  it 
realized  cable  wasn't  fading,  Bell  tried  to 
give  itself  power  over  its  content  by  build- 
ing systems  and  leasing  them  to  cable 
operators.  But  by  then,  the  cable  industry 
had  enough  clout,  and  had  the  FCC  assert 
itself  in  a  way  that  moved  Bell  out  of  the 
business  beginning  in  1967. 

If  these  historical  parallels  aren't  dis- 
turbing enough  to  Bell,  consider  this.  Ca- 
ble TV  has  developed  two-way  systems 
that  not  only  can  send  information  (TV 
pictures,  for  example)  into  a  customer's 
house,  but  can  also  carry  information 
back  out.  That's  the  kind  of  thing  the 
telephone  does.  The  best-known  two- 
way  cable  system  is  Warner  Amex  Ca- 
ble's Qube  in  Columbus,  Ohio.  At  the 
moment,  Qube  isn't  good  for  much  more 
than  parlor  tricks — such  as  asking  view- 
ers to  vote  yes  or  no  on  a  series  of  ques- 


tions— but  it  has  potential  to  d> 
more.  It  holds  peril  for  Bell. 

Spurred  by  visions  of  Qubesque 
terns,  cable-TV  companies  are  franti 
bidding  for  the  right  to  wire  Ame 
big  cities.  To  you,  that  may  me 
chance  to  watch  dirty  movies  or  c 
To  Bell,  it  means  a  second  wire 
than  the  telephone  wire — in  the  hoi 

Cable  TV  can  also  be  used  to  cir 
vent  the  phone  company  compli 
Witness  New  York's  Citibank,  m 
uses  Time  Inc.'s  cable-TV  systei 
move  information  around  Manh, 
Citibank  can  also  shoot  the  inform 
to  San  Francisco  via  satellite,  and  i 
it  around  San  Francisco  through  Vi; 
International's  cable  system  there. 

At  this  point,  only  19  million  of  t 
million  American  homes  with  U 
sions  are  cabled,  compared  with  virt 
100%— 80%  of  that  by  AT&T — hq 
up  to  the  telephone  network.  But  ca 
catching  up  fast.  By  the  mid-Nrn 
it's  reasonable  to  expect  that  80% 
of  the  nation's  homes  will  have  accc 
a  cable-TV  wire.  Many  big  cities  are 
being  wired  with  two-way  systems 
competition  for  franchises  is  under 
everywhere  else. 

Will  cable  TV  turn  AT&T  intfl 
Western  Union  of  the  Nineties?  N 
Bell  can  help  it. 

Bell  is  involved  in  a  massive  e: 
provide  electronic  information  to 
tomers  through  phone  lines  befon 
cable-TV  people  sign  everyone  up 
mors  of  what  Bell  is  up  to  are  currl 
shaking  the  cable-TV  industry.  Bel 
rriits  that  it  has  projects  under  way 
huge  Indianapolis  Western  Electric  fi 
ty,  but  won't  discuss  anything  s 
them.  "We  don't  want  to  be  accusi 
trying  to  overhang  the  market 
spokesman  says. 

AT&T  has  a  history  of  trying  to  i 
cable.  First  it  tried  to  keep  cable  win 
phone  poles.  Then  it  offered  corn 
cable  systems  at  cut-rate  leases,  pro1 
Bell  had  veto  power  over  content.  SI 
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PEOPLE  TELL  YOU 
THEY  WANT  TO 
KEEP  YOUR  BUSINESS 
FOR  A  LONG  TIME. 

CONNECTICUT  GENERAL 
HAS 25,000  CLIENTS 
TO  PROVE  IT. 


When  it  comes  to  the 
insurance  business,  we've 
passed  the  toughest  test  of  all. 

The  test  of  time. 

Because  we've  kept 
25,000  clients  for  25  years 
or  more. 

Smart,  successful  clients 
that  range  from  multi- 
national corporations  that 
need  group  plans  to  business 
owners  who  need  estate 
plans. 

Their  names  are  some  of 


the  best  in  American  busi- 
ness. And  that  makes  them 
some  of  the  toughest  cus- 
tomers around. 

Because  they  got  where 
they  are  by  demanding  as 
much  from  themselves  as 
from  the  people  around  them. 

And  were  no  different. 


In  fact,  if  we  don't  think 
we  can  work  for  you 
to  meet  our  own  standards, 
we'd  rather  not  work  for  you 
at  all. 

That's  why  you  won't  find 
us  bidding  on  just  any  piece 
of  business. 

Because  in  the  long  run, 
we  know  a  client  we  can 
keep  up  with  is  a  client  we 
can  keep. 

Just  ask 25,000  of  the 
toughest  ones  around. 


CONNECTICUT  GENERAL 
WE  KEEP  SOME  PRETTY  TOUGH  CUSTOMERS  HAPPY. 

Group  Insurance  and  Pension  •  Individual  Insurance  •  Property/Casualty  (CG /Aetna)  •  Investments 

Connecticut  Cener.il  Insurance  Corporation.  Hartford.  Connecticut  06152 


AT&T's  new-products  head,  Dennis  Sullivan 

"We  wont  be  sitting  there  with  just  a  telephone." 


company  is  wise  to  keep  a  low  profile. 
There  are  also  lingering  legal  and  anti- 
trust problems,  as  well  as  problems  set- 
ting up  its  unregulated  subsidiary,  Baby 
Bell.  That,  however,  will  group  all  the 
company's  nonbasic  phone  services  into 
a  separate,  FCC-free  enterprise. 

Bell  is  heading  for  a  war  of  the  wires 
with  the  cable  industry  because  most  of 
the  home  information  business  is  wide 
open.  Bell  is  franchised  to  provide  phone 
service,  and  cable  companies  are  fran- 
chised to  provide  TV  pictures  by  wire. 
Everything  else  is  up  for  grabs,  including 
part  of  the  newspaper  business.  Bell's 
"electronic  Yellow  Pages"  and  some  of 
cable's  proposed  local  advertising  are  al- 
most indistinguishable  from  classified 
ads  in  newspapers.  Publishers  are  simul- 
taneously buying  cable  companies  and 
lobbying  in  Congress  to  keep  AT&T  out 
of  electronic  advertising. 

But  Bell,  whose  executives  know 
Western  Union's  history  well,  has  no 
intention  of  going  down  the  path  of  tech- 
nological obsolescence.  "Western  Union 
made  one  of  the  biggest  marketing  mis- 
takes in  history,"  says  Dennis  J.  Sullivan 
Jr.,  the  AT&T  assistant  vice  president  in 
charge  of  developing  new  consumer 
products.  "Western  Union  was  in  the 
telegraph  business,  and  didn't  believe  in 
the  telephone.  We  won't  be  sitting  there 
with  just  a  telephone." 

Sullivan's  biggest  operation  so  far  is  a 
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230-home  test  with  Knight-Ridder 
Newspapers  in  Coral  Gables,  Fla.,  where 
customers  get  computer  terminals  wired 
into  TV  sets.  These  customers  use  the 
phone  wires  to  do  such  things  as  order- 
ing airline  tickets  or  buying  from  the 
Sears  catalog.  Bell  is  also  experimenting 
with  electronic  Yellow  Pages  in  Austin, 
Tex.  (Forbes,  Jan.  19),  and  has  tested  a 
system  in  Albany,  N.Y.  that  lets  custom- 
ers look  up  phone  numbers  with  a  com- 
puter screen  instead  of  a  phone  book. 

Granted,  these  tests  are  small  pota- 
toes, like  Warner  Amex'  Qube.  At  this 
stage  no  one  knows  what  product — other 
than  entertainment — people  are  willing 
to  pay  big  bucks  for.  Sullivan  hopes  to  be 
offering  some  sort  of  telephone-based  in- 
formation service  for  the  masses  in  1984. 
By  1990,  the  company  feels,  as  many  as 
7%  of  all  telephone  customers  may  be 
using  those  systems.  "We've  reached  the 
maturity  level  in  voice  telephones,"  Sul- 
livan says.  "We  need  new  territory." 

That  territory  is  being  claimed  by  the 
cable  people,  many  of  whom  seem  to  feel 
they  have  a  divine  right  to  a  monopoly 
on  home  information  service. 

Cable  TV  is  riding  a  speculative  bub- 
ble, partly  because  new  entrants  foresee 
being  able  to  sell  not  only  TV  pictures  but 
services  yet  unborn.  In  fact,  the  giddy 
prices  currently  being  paid  for  cable-TV 
systems — Westinghouse's  $850  million 
for  Teleprompter,  the  New  York  Times' 


$100  million  for  Irving  Kahn's  systen 
clearly  assume  such  services  will| 
there.  Selling  basic  cable  service  wi| 
Home  Box  Office  kicker  is  very,  j 
profitable  if  you  build  or  buy  a  systenj 
$200  a  customer.  But  if  you're  buyin 
building  a  system  for  3  or  4  times  j 
much — as  newer  entrants  will — your 
to  sell  something  other  than  enterti 
ment  to  justify  the  expense  and  risk. 

In  the  coming  war  with  Bell,  the  c 
industry  starts  out  with  one  big  ad 
tage:  Its  wires  have  far  more  signal 
pacity  than  Bell's.  One  modern  cable 
wire  has  45,000  times  the  capacity 
phone  wire. 

Still,  the  phone  wire  may  be  j 
enough  to  carry  most  of  the  informa 
people  want.  A  100-lane  freeway  can 
ry  more  traffic  than  a  4-laner,  but 
advantage  doesn't  matter  if  the  tr, 
doesn't  fill  more  than  two. 

But  cable  has  its  problems  too.  It : 
be  able  to  handle  much  more  info: 
tion  than  the  Bell  wire  can,  but  it 
difficulty  getting  data  where  it  shouk 
A  two-way  cable  can  shuttle  informal 
between  you  and  the  cable  compai 
office,  but  it  can't  get  the  informaj 
from  your  house  to  anywhere  else.  15 
that,  you  need  a  switching  netwi 
which  is  what  Bell  is  all  about. 

"Cable  has   the  wire  without 
switches,  and  AT&T  has  the  switi 
without  the  wires,"  says  Tom  G 
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WHEN  THERMO  ELECTRON  IOOKED  INTO  THE  FUTURE, 
BANK  OF  BOSTON  SAW  THE  LIGHT. 


Back  in  1956,  some  far-sighted  engineers  formed  Thermo 
Electron  Corporation  on  the  basis  of  a  single  idea.  They  knew  of  a 
way  to  save  massive  amounts  of  energy.  Hardly  anybody  cared. 

So  Thermo  came  to  Bank  of  Boston.  They  had  no  prod- 
ucts; just  their  idea  called  applied  thermodynamics.  We  saw 
the  importance  of  Thermo's  vision.  We  cared. 

Bank  of  Boston  financed  their  enormous  research 
project -the  development  of  extremely  efficient  metal- 
lurgy furnaces,  drying  equipment,  and  co-generating 
power  equipment  for  American  industry.  The  project 
was  long.  The  costs  were  significant. 

When  the  world  finally  awoke  to  the  energy 
crisis,  industry  clamored  for  fuel-efficient  equipment. 
And  industry  bought  it.  From  Thermo. 

Today,  Thermo's  success  blazes  worldwide. 
Because  Bank  of  Boston  has  12,000  people  around 
the  world,  we  were  able  to  help  Thermo  set  up 
overseas  subsidiaries.  We  financed  Thermo's 
aggressive  acquisition  program.  The  more 
ideas  Thermo  generates,  the  more  energy 
we  put  into  them. 

Bank  of  Boston  extended 
Thermo's  reach  into  the  very  future 
of  America's  energy.  That's  what 
we  did  for  them.  Now,  what  can  we 
do  for  you? 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 

BANK  OF  BOSTON 


WE'VE  DONE  IT.  WE  CAN  DO  IT  FOR  YOU 


Real  estate 
is  not  your 
business. 
But  it's 
quickly 
becoming 
your 
problem. 

What  do 
you  do? 

Let  PIDC  assist  you.  Few 
things  are  more  frustrating  than 
knowing  the  business  you  want  is 
out  there — if  only  you  could  locate 
the  right  facility.  We  maintain  an 
inventory  of  available  industrial  and 
commercial  land  and  buildings,  for 
sale  or  lease.  We  offer  approx- 
imately 1300  acres  in  fully-improved 
industrial  parks  at  prices  as  low  as 
10%  of  current  market  value.  We  also 
have  industrial  land  available  in 
smaller,  strategic  business  sectors 
in  the  city. 

We  can  help  you  find  a  site — 
and  we  can  assist  you  in  arranging 
the  necessary  financing,  through 
an  extraordinarily  wide  range  of 
incentives  and  options  that  include 
long-term,  low-interest  loans  for  up 
to  100%  of  the  total  development 
costs  of  a  project. 

Let  us  help  you  with  your  real 
estate  needs.  Call  or  write  Walter 
D'Alessio  today. 

(215)  568-4448 

Philadelph 


208 


One  East  Perm  Square 
Philadelphia,  Pa.  19107 


former  deputy  chief  of  the  FCC's  com- 
mon carrier  bureau  and  now  a  Washing- 
,  ton  attorney.  "The  fight  between  the 
cable  industry  and  the  telephone  indus- 
try is  about  who  is  going  to  transmit 
information  services  from  the  computer 
to  the  customer.  The  fight  between  the 
newspapers  and  the  phone  company  is 
about  what  that  information  is." 

Despite  the  problems  with  the  capac- 
ity of  its  wires — and  the  fact  that  if 
you're  using  your  phone  line  to  talk  with 
the  Sears  computer,  no  one  can  use  the 
line  to  talk  with  you — AT&T  has  several 
advantages,  not  the  least  of  which  is  the 
changing  regulatory  and  legal  climate  in 
Washington. 

Almost  every  home  is  connected  to 
phone  wires,  while  a  typical  cable-TV 
company  hooks  up  only  half  the  homes 
its  wires  pass.  AT&T  doesn't  have  to 
fight  for  franchises  the  way  cable  compa- 
nies do.  It  has  manufacturing  capability, 
computer  expertise,  Bell  Labs  and  the 
reputation  earned  by  offering  the  best 
telephone  service  in  the  world. 

What's  more,  Bell  has  access  to  its 
switching  and  long-distance  networks 
because  it  is  using  telephone  lines.  For 
now,  only  Bell  is  able  to  ship  information 
long  distances  easily.  Cable  companies 
will  have  to  rely  on  locally  generated 
information  until  they  are  able  to  use 
satellite  or  MCI-type  relays. 

Meanwhile,  Bell  seems  about  to  escape 
from  the  limits  imposed  by  its  1956  con- 
sent decree  with  the  Justice  Department. 
Its  proposed  Baby  Bell  subsidiary  will  be 
unregulated,  for  example.  If  Bell  pursues 
its  current  plan  to  offer  information  ser- 
vices through  Baby  Bell,  competitors  will 
face  an  unregulated,  heavily  capitalized 
company  that  can  afford  to  take  losses 
for  years  to  develop  markets. 

Though  no  one  will  discuss  it,  the  Bell 
strategy  seems  clear  enough:  Offer  the 
service  in  big  cities  that  aren't  yet  cabled, 
so  that  when  the  cable  comes,  competi- 
tors will  have  to  dislodge  an  established 
Bell  operation.  With  a  secure  base,  Bell 
can  then  expand  into  areas  that  are  ca- 
bled. With  luck,  Bell,  which  overwhelmed 
its  independent  telephone  rivals  in  the 
early  20th  century  by  denying  them  ac- 
cess to  long-distance  services,  can  use  its 
clout  to  take  cable  business  away. 

They're  going  to  be  very  big  play- 
ers," says  Gerald  Levin  of  Time 
Inc.,  the  nation's  biggest  cable-TV 
player.  Time  has  more  cable  customers 
than  anyone  else,  and  dominates  the  pay 
cable  business  with  Home  Box  Office. 

With  money  rolling  in  from  Home  Box 
Office  and  1.4  million  cable  customers 
acquired  very  cheaply,  Time  is  one  of  the 
few  companies  that  can  make  out  very 
well  even  if  cable  never  does  anything 
more  than  sell  TV  pictures. 

Gus  Hauser,  whose  Warner  Amex  Ca- 
ble is  the  second  most  important  behind 
Time,  isn't  so  sanguine.  Warner  Amex  is 


betting  heavily  on  two-way  cable,  3 
wiring  big  cities — Dallas,  Cincir 
Pittsburgh,  part  of  Houston — on  tr 
sumption  that  two-way  will  pay  ol 
He  fears  that  if  the  phone  company 
in  the  business,  it  will  squash  its  coj 
tition  by  running  losses  to  force  I 
out  of  the  game. 

"Don't  ask  us  to  compete  witl 
phone  company,"  he  says.  "That': 
competition,  that's  death." 

He  draws  no  reassurance  from  A 
Chairman  Charles  Brown's  promis< 
to  get  into  what  Bell  describes  as  ci 
traditional  business — taking  TV  pic 
off  the  air  and  transmitting  ther 
wire.  "That's  supposed  to  make  e 
one  comfortable  that  the  monster 
not  bite  you,"  Hauser  says.  "The 
they  say  they're  not  interested  m 
nothmg.  We  have  to  nail  them  d 
with  big  studs." 

But  nailing  down  Ma  Bell  isn't  so 
Bell  has  a  tendency  to  slumber,  but  1 


Bell  is  a  good  bet  to  get  a  h 
piece  of  the  home  informal 
market.  "AT&T  is  a  shark  1 
cable  is  a  remora,"  says  a 
ble  spokesman.  "We  get  the 
tie  pieces  they  miss." 


fierce  when  aroused.  In  the  war 
cable,  Bell  has  not  only  the  future  at  si 
but  a  substantial  part  of  the  present 

The  Yellow  Pages,  for  example 
$2.5  billion  of  very  lucrative  Bell 
enues,  which  could  fall  sharply  if 
merchants  can  advertise  on  cable  T^ 
change  their  copy  daily.  After  all 
only  service  Bell  offers  is  an  ad 
ponderous  book  that's  changed  only 
a  year.  Then  there's  the  threat  tfl 
new  dial-a-something  services  Bel 
developed  recently.  If  a  two-way 
system  lets  you  call  up  sports  scors 
nothing,  who  will  pay  Bell  a  dime  u 
SportsPhone? 

Even  if  it  gets  completely  free  of 
and  congressional  entanglements, 
hard  to  see  Bell  taking  all  of  the  II 
information  market,  whatever  it  l 
out  to  be.  But  Bell  is  a  good  bet  to 
tremendous  piece  of  it.  "AT&T 
shark  and  the  cable  industry  is  th 
mora,"  says  Robert  Ross,  senior 
president  at  the  National  Cable  Te 
sion  Association.   "We  get  the 
pieces  they  miss,  and  we  stay  flexih 

No  one  at  Bell  wants  to  be  req 
bered  as  the  man  who  allowed  telepj 
to  become  obsolete.  It's  a  lesson  vt 
remembering  every  time  some  hoi 
communications  company  buys  intl 
ble  TV,  and  predicts  it  will  own 
world.  If  Gus  Hauser  and  Gerry  Levi 
worried  about  the  phone  company's 
in  cable,  then  cable  investors  shou, 
worried  as  well.  ■ 
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i  Before  you  can 
!  care  for  people 
you  have  to 
:are  about  them. 


Behind  every  ARA  health  care  inno- 
vation is  a  simple  human  need. 

Our  devotion  to  person-to-person  health 
care  service  shows  in  everything  we  do. 

In  1952,  ARA  became  the  first  company 
in  the  U.S.  to  provide  dietary  department 
management.  Since  then,  we  have  used 
our  growing  understanding  of  the  crucial 
role  diet  plays  in  a  patient's  recovery  to 
create  more  nutritious -and  more  appetiz- 
ing -  hospital  meals. 

When  we  found  that  a  shortage  of 


to  curtail  emergency  services,  we  developed 
a  service  that  can  supply  a  full  spectrum  of 
emergency  services. 

ARA  is  currently  pioneering  programs  to 
teach  job  skills  to  mentally  retarded  people 
—  to  help  them  lead  more  fulfilling  lives. 

And  most  recently,  we  asked  Dr.  Luther 
Terry,  former  Surgeon  General,  to  take 
charge  of  our  quality  control  efforts.  With 
his  help.  ARA  will  be  even  better  qualified 
to  provide  the  highest  possible  level  of 
health  care.  For  more  information  write: 
trained  physicians  and  support  per-   JUJT^Uk   ARA  Services,  Inc.,  Dept.  A.,  Indepen- 
sonnel  was  forcing  some  hospitals   decause  the  world   dence  Square,  Philadelphia,  Pa.  1 9106 

WILL  NEVER  OUTGROW 
ITS  NEED  FOR  SERVICE. 

Food  and  Refreshment  Services 
Distributive  Services 
Health  Care  Services 

Textile  Rental  and 
Maintenance  Services 
Transportation  Services 
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CONNECT  THE  DOTS  AND  DISCOVER  THE 
LONGEST  SINGLE-LINE  RAIL  FREIGHT  HAU 

IN  THE  UNITED  STATES.  _ 


h 


Recently,  Burlington  Northern 
completed  the  longest  single-line 
freight  haul  ever  made  in  this 
country.  A  92-car  BN  train  carrying 
mixed  freight  traveled  from  Portland, 
Oregon  to  Birmingham,  Alabama, 
3,076  miles  over  what  is  now  the 
largest  rail  network  in  the  nation. 

The  Portland  to  Birmingham  train 
is  just  one  example  of  Burlington 


Northern's  new  long-haul  capabilities. 
A  variety  of  other  new  BN  trains, 
including  a  Chicago  to  Houston  run, 
now  offer  the  nation's  shippers 
efficient  single-line  service  connect- 
ing major  industrial  and  port 
cities  in  the  United  States.  If  you' 
ship  where  we  run,  discover 
how  much  we  can  do  for  you  over 
the  long  haul. 


BURLINGTON 
NORTHERN 
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uder  a  new  FASB  ruling,  vacation  liabilities 
\4st  he  shown  on  corporate  balance  sheets.  If 
)lied  to  cities,  that  could  mean  disaster. 


Off  the  book 
time  bombs 


By  Alyssa  A.  Lappen 


4 


he  Financial  Accounting  Stan- 
dards Board  has  come  up  with  a 
recent  ruling  that  will  force  com- 
s  to  recognize  a  new  set  of  liabili- 
The  ruling,  number  43,  requires  all 
oyers  to  accrue  a  liability  for  future 
ion  benefits  and  those  sick  benefits 
for  extra  time  off.  For  firms  with  a 
number  of  employees,  such  liabili- 
an  be  substantial,  not  least  because 
oyees  often  bank  their  benefits  just 
dditional  pay. 

at's  curious  is  that  the  FASB — 
with  the  rest  of  the  accounting 
—has  left  the  problem  unresolved 
unicipalities.  That's  where  the  real 
ion  and  sick  leave  liabilities  are 
ed  away,  since  city  leaders 
for  years  sated  employees  with 
leave  and  vacation  benefits  in 
fiS  oi  cash. 

Vile  origins  of  the  corporate  ruling 
back  to  1973,  when  the  Civil 
nautics  Board  ordered  domestic  air- 
to  accrue  vacation  benefits  as  a 
ity  on  their  balance  sheets  instead 
^.  ying  them  out  of  expenses  as  they 
|^  Irred.  Eastern  Air  Lines  had  prob- 
with  the  ruling.  It  was  putting  out 
| million  a  year  in  vacation  pay,  yet 
liability  didn't  appear  anywhere  on 
^ooks.  The  CAB  backed  down  in 
:rn's  case  and  things  were  rosy  until 
;h  1977,  when  the  company  regis- 
a  $50  million  debt  offering  with  the 
The  SEC  blew  the  whistle:  Record 
liability  on  your  balance  sheet,  it 
i  or  forget  about  your  debt  issue. 
:rn  needed  financing,  so  it  was 
d  to  comply,  plopping  a  $35  million 
dss  onto  its  restated  1975  accounts, 
result  was  a  record  $96  million  loss 
tat  year. 

iw,  with  the  FASB  ruling,  all  compa- 
have  been  ordered  to  record  vaca- 
and  some  sick  leave  benefits  as  a 
ity  on  their  balance  sheets.  Al- 
*h  companies  need  not  have  com- 


plied with  the  new  rule  until  this  year, 
some  have  already  chosen  to.  Alcoa, 
General  Tire  &  Rubber,  Geo.  A.  Hormel, 
Holly  Sugar  and  Sherwin-Williams  have 
all  booked  their  vacation  benefit  liabili- 
ties on  their  1980  annuals. 

Of  course,  the  blow  to  most  compa- 
nies' earnings  will  not  be  nearly  as  great 
as  it  was  in  the  case  of  Eastern,  because 
the  FASB  allows  companies  to  assume 
the  liability  over  previous  years  and  re- 


state  earnings.  So  although  Sherwin-Wil- 
liams' total  liabilities  are  up  $16  million, 
the  company  earned  only  $1.2  million 
less  in  1980,  on  net  income  of  $25  mil- 
lion, than  it  would  have  otherwise. 

While  that's  the  kind  of  liability  an 
investor  wants  to  know  about,  it's  not  a 
matter  of  life  or  death,  of  course,  and 
often  is  so  small  it  won't  even  show  up  as 
a  separate  line  item.  But  with  cities, 
these  liabilities  could  be  nearly  enough  to 
push  them  over  the  brink.  According  to  a 
study  of  100  cities  published  by  Ernst  & 
Whinney  in  1979,  59%  did  not  provide 
any  information  whatsoever  on  vacation 
and  sick  leave  liabilities.  Often,  if  they 
don't  disclose  the  information,  they 
don't  have  it  internally  either. 

"We're  paying  vacation  benefits  with 
current  tax  dollars  for  services  that  were 
received  in  the  past  when  we  really 
didn't  recognize  their  full  cost,"  says  An- 
thony Mottola,  head  of  state  and  local 
government  services  at  Coopers  &  Ly- 
brand.  "That  means,  simply,  that  gov- 
ernments have  mortgaged  the  future  to 
some  extent,  and  have  made  a  financing 
decision  that  they  will  pay  for  when  they 
write  the  checks."  That's  if  there's  any 
money  in  the  bank  when  they  want  to 
write  the  checks. 

Take  the  case  of  a  Brookline,  Mass. 
assistant  superintendent  of  schools  who 
worked  for  around  20  years  and  rarely 
took  a  vacation  or  sick  day.  A  month  or 
so  before  she  retired,  the  city  discovered 
that  she  was  due  nearly  $30,000  in  ac- 
crued benefits.  Yet  that  liability  was 
never  on  the  city's  books.  The  retiring 
school  official  settled  for  somewhat  less, 
and  Brookline  soon  changed  its  vacation 
accrual  policy.  True,  cities  do  not  usual- 
ly pay  out  100%  of  accrued  sick  benefits 
when  a  person  retires.  Of  $100,000  in 
accrued  benefits,  a  retiring  worker 
might  get,  say,  40% .  Still,  multiply  that 
by  thousands  of  workers  and  you  begin 
to  see  the  problem. 

In  New  York  City,  vacation  and  sick 
leave  liabilities  were  first  reported  in  the 
annual  report  in  1978.  That  year  they 
amounted  to  $590  million.  Last  year 
they  hit  $670  million,  but  were  still  list- 
ed as  long-term  obligations.  If  they  were 
shown  as  short-term  liabilities,  they 
could  conceivably  increase  New  York's 
$3.2  billion  net  general  fund  deficit  to 
nearly  $4  billion. 

In  Dallas,  in  1979,  the  city  disclosed 
vacation  liabilities  of  $8.6  million  and  a 
potential  $33  million  of  sick  pay  liabili- 
ties. Contrast  that  with  a  mere  $3.4  mil- 
lion in  the  general  fund  for  that  year. 

Back  in  1977,  the  SEC  wouldn't  allow 
Eastern  Air  Lines  to  go  to  the  market 
until  it  cleaned  up  its  vacation  and  sick 
leave  liabilities.  Why  don't  Standard  & 
Poor's  and  Moody's — which  have  been 
acting  as  if  they  were  going  to  impose 
good  accounting  on  municipalities — 
make  the  same  kind  of  threat?  9 
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ONE  OF  THE  LARGEST  BANKS 
N  THE  WORLD  IS  TAKING  A  NEW 
PATH  TO  INTERCEPT  THE  FUTURE. 


Historic  symbol  of  Bankers,  <W 
Trust  — The  pyramid  atop 
our  Wall  Street  building,  k 

i  

A 


WHEN  A  BANK  IS  A  TOTAL  TRUSTEE, 
IT  CAN  GIVE  CUSTOMERS 
WHAT  THEY  NEED. 

NOT  WHAT  IT  HAPPENS  TO  HAVE. 


What  do  you  really  need  in  the  area  of 
employee  benefit  services?  The  develop- 
ment and  administration  of  a  retirement 
program?  The  creation  of  a  savings  plan? 
Active  or  passive  investment  management? 
Consulting  on  asset  and  liability  planning? 

No  matter  what  you  need,  the  Fiduciary 
business  of  Bankers  Trust  can  provide  it. 
We  are  not  just  the  nations  largest  adminis- 
trator of  employee  benefit  plans.  We  are 
one  bank  that  offers  the  complete  range  of 
employee  benefit  services  (and  with  $40 
billion  in  employee  benefit  assets,  we  Ye  the 
only  bank  that  has  an  important  market 
share  of  each).  That's  what  makes  us  a 
total  trustee. 

Our  assets  are  a  big  asset. 

We  are  committed  to  maintain  our  total 
trustee  approach.  In  this  regard,  our  size 
makes  it  possible  to  invest  in  systems  that 
provide  state-of-the-art  servicing  of  cus- 
tomer plans. 

But  we  have  something  that's  more 
important  to  our  customers  than  newequip- 
ment:  New  ideas.  For  instance,  we  pio- 
neered the  concepts  of  the  master  trust,  the 
savings  plan  and  the  market  inventory  fund. 

In  keeping  with  our  leadership  position, 
for  nearly  40  years  we  have  published 
unique  studies  of  developments  and  trends 
in  corporate  pension  and  savings  plans. 
These  surveys  and  analyses  are  accepted  as 
the  most  authoritative  information  sources 
in  the  industry. 

Additional  services  in  1 1.  S.  and  abroad. 

Of  course,  we  also  offer  all  important 


fiduciary  services  beyotd  the  employee 
benefit  field.  This  includes  personal  finan- 
cial management  (a  complete  range  of 
trust,  investment,  and  personal  banking 
services  for  high-net-worth  individuals  and 
institutions  worldwide).  It  also  covers  all 
aspects  of  corporate  trusts  for  debt  financ- 
ing of  U.S.  and  foreign  corporations  and 
governments. 

The  restructuring  of  Bankers  Trus'  has 
been  beneficial  to  our  fiduciary  customers 
in  many  ways.  For  example,  we  have  cre- 
ated the  position  of  relationship  manager. 
This  individual  is  equipped  to  identify  a 
customer's  overall  needs.  And  this  same 
individual  can  readily  focus  any,  or  all,  of 
the  bank's  fiduciary  capabilities  to  meet 
those  needs. 

If  you  would  like  to  learn  how  our  fidu- 
ciary services  can  be  of  specific  help  to 
your  business,  we  would  be  happy  to  dis- 
cuss them  with  you. 

W%  BankersTrust 
LJ  Company 

Worldwide 

United  States:  Headquarters  in  New  York.  280  Park  Avenue. 
International  Subsidiaries  or  Representative  Offices  in:  Chicago, 
Houston,  Los  Angeles,  Miami,  San  Francisco.  Investment 
Advisory  Representative  Office:  Palm  Beach. 

Argentina,  Australia,  Bahama-  Bahrain,  Belgium,  Brazil. 
Canada,  Chile.  Colombia.  Denmark,  France,  Greece.  Hong 
Kong,  India,  Indonesia.  Italy.  Japan,  Korea.  Mexico, 
The  Netherlands.  Nigeria.  Panama.  The  Philippines,  Portugal, 
Singapore.  Spain.  Switzerland.  Taiwan,  T'lailand,  Tunisia. 
United  Kingdom.  Venezuela.  West  Germany.  Yugoslavia. 
Member  FDIC  ©  BankersTrust  Company. 
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Frank  B.  Hall,  the  world's 
most  inventive  insurance 
services  firm  has  the  charac- 
ter of  a  great  corporate  pro- 
tector We  put  everything 
we've  got  into  insuring  the 
success  of  our  clients-com- 
panies both  large  and  small 
with  human  and  financial 
resources  around  the  globe. 
6200  talented  professionals 
use  their  multi-faceted 
abilities  to  comply  with 
every  conceivable  corporate 
requirement  for  proper 
risk  management. 


Savoir  Faire. 


HP  4 

Sensitivity 


Loyalty. 


Creative  insurance  services. 
We've  got  what  it  takes. 


Frank  B.  Ha 


Compatibility. 


THE  FORBES  500'S 


On  three  of  four  counts,  the  num- 
bers reported  by  the  companies  on 
this  year's 500  lists  clearly  showed 
the  stress  big  U.S.  business  is  under 
But  that fourth  measure — market 
value — has  never  looked  better 


or  a  fast  fix  on  what  major  U.S.  companies  have  been 
going  through  lately,  consider  these  numbers  tracking 
the  top  500  companies  in  sales,  profits,  assets  and  mar- 
value  in  1980  as  compared  with  1979: 


Sales 
Profits 

Assets 

Market  Value 


1980 
+  15.0% 
+  7.7 
+  11.6 
+31.6 


1979 
+  18.8% 
+  22.6 
+  13.8 
+  15.9 


Jvery  way  but  in  stock  market  action  there  was  consider- 
K  cause  for  anxiety. 

1  sales  gain  of  15%  would  normally  be  nothing  to  complain 
lut,  but  it  is  scarcely  reassuring  when  the  most  common 
Jsure  of  inflation,  the  CPI,  was  running  at  12.4%  last  year. 
Ir  as  the  sales  growth  was,  the  growth  in  profits  of  the  top 
1  in  that  category  was  even  less  satisfactory.  Indeed,  profits 
i  a  little  more  than  half  as  much  as  sales.  Compounding 
tt  was  the  fact  that  the  profit  growth  failed  to  match  the 
fvth  in  assets.  Consider  the  inflation  factor  infecting  all 

,  and  the  results  of  1980  prompt  thoughts  of  treadmills. 

espite  these  concerns,  of  course,  in  1980  the  top  500  U.S. 


companies  ranked  by  their  stock  market  value  recorded  their 
largest  year-to-year  percentage  gain  since  Forbes  introduced 
its  "500"  rosters  in  1969.  Not  even  the  inflation  factor  could 
dull  the  luster  of  that  performance.  It's  true  that  oil  stocks, 
which  were  an  important  part  of  the  market's  strength  all 
through  last  year,  have  been  taking  some  hard  knocks  lately. 
The  Standard  &  Poor's  oil  composite  index,  for  example,  has 
fallen  18%  in  just  the  past  three  months.  But  despite  that,  and 
despite  continuing  high  interest  rates,  continuing  troubles  in 
the  auto  business  and  other  known  depressants,  the  stock 
market  has  continued  to  behave  as  if  stress  were  the  law  of  life 
in  business.  Last  month  the  Wilshire  5000  Equity  Index,  the 
broadest  measure  of  the  stock  market,  was  a  bit  higher  than  it 
was  as  1981  began.  It's  worth  noting,  too,  that  the  strongest 
gain  made  by  the  Market  Value  500  prior  to  1980  was  in  1975, 
at  the  end  of  a  recession,  when  the  group  gained  25%. 

Stress  is  the  law  of  life  for  the  biggest  of  U.S.  businesses.  For 
confirmation,  note  the  summaries  beginning  on  page  258,  in 
which  all  of  the  companies  on  the  Forbes  500  lists — the  total 
is  818 — are  brought  together  and  their  respective  rankings 
noted  on  all  four  measures.  The  size  of  a  company's  assets,  it  is 
plain,  is  no  guarantee  of  the  size  of  a  company's  profits.  Indeed, 
it  is  no  guarantee  of  any  profit  at  all. — The  Editors  of  Forbes. 
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THE  FORBES  SALES  500 


A  $300  billion  gain  sounds  like 
money,  but  factor  out  the  effects 
of  inflation  and  factor  in  the 
gains  of  the  energy  companies 
and  the  banks,  and  there  is  much 
less  to  it  than  meets  the  eye. 


N 


OT  IN  YEARS  HAS  THERE  BEEN  SO 

little  to  cheer  about  in  the  sales 
results  of  the  top  500  companies 
as  there  was  in  1980.  As  a  group  the  Sales 
500  reported  revenues  of  $2.2  trillion,  a 
seemingly  impressive  enough  15%  gain 
over  the  $1.9  trillion  total  for  the  preced- 
ing year.  But  factor  out  the  effects  of 
inflation  [the  CPI  was  up  12.4%  last  year) 
and  factor  in  the  formidable  sales  gains  of  the  energy  and 
energy-related  companies  and  the  revenue  gains  of  most  major 
banks  because  of  high  interest  rates,  and  in  real  terms  the  sales 
gain  for  the  rest  of  the  500  as  a  group  vanishes. 

One  huge  drag  on  sales  results,  of  course,  was  the  auto 
industry.  Thus,  not  only  were  sales  of  General  Motors,  Ford, 
Chrysler  and  American  Motors  off,  but  also  those  of  major 
parts  suppliers  like  Eaton,  Borg-Warner  and  Dana,  of  steel 
companies  like  U.S.  Steel,  Bethlehem,  National  and  Inland, 
and  of  tire  companies  like  Firestone,  Uniroyal  and  General.  All 
told,  47  of  the  top  500  companies — nearly  10%  of  the  list — 
showed  declines  in  revenues  last  year  Ips.  just  13  in  1979). 

Not  every  decline  in  sales,  it  should  be  noted,  is  necessarily  a 
portent  of  worse  to  come.  The  largest  decline  among  the  500 
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change 

Rank 

Sales 

over 

1980  1979 

Company 

($000,000) 

1979 

1 

Exxon 

103,143 

30.4 

2  4 

Mobil 

59,510 

33.1 

3  2 

General  Motors 

57,729 

-13.0 

4  6 

Texaco 

51,196 

33.5 

-5  3 

American  Tel  &  Tel 

50,791 

11.9 

was  shown  by  Esmark,  which, 
shed  some  energy  interests  as  par) 
major  restructuring  and  having  beg 
get  out  of  the  fresh  meat  busines 
ported  revenues  down  57%  last  yea 
the  news,  in  mid- 1980,  that  the 
pany  was  taking  decisive  action 
stock  soared  and  is  now  tradir 
around  68  fc&  a  1980  low  of  24%) 
The  fortunes  of  the  energy  companies  last  year,  again, 
trasted  sharply  with  most  others.  Against  the  15%  gain  fc 
Sales  500  as  a  group,  the  7  largest  oil  companies- 
comprise  7  of  the  15  largest  companies  of  the  Sales  roa 
showed  average  revenue  gains  of  33%. 

The  banks,  too,  showed  extraordinary  gains.  All  told,  th 
largest  banks  on  the  Sales  list  reported  gains  averaging 
very  nearly  matching  those  of  the  top  oil  companies. 

There  are  33  companies  new  to  the  Sales  roster.  The  co 
nies  that  fell  off  the  list  include  such  familiars  as  Kaiser 
Certain-teed  and  Genesco.  Last  year,  when  the  500th  com 
had  sales  of  $904  million  we  prophesied  that  it  would  ta 
billion  in  sales  to  make  the  1980  list.  We  were  wrong:  The 
company  this  year,  Square  D,  had  sales  of  $999  million. 
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LIGHTING 

AFIRE 

UNDER  BUREAUCRACY 


SHREVEPORT,  La. -For  years, 
s31'  residents  of  Alden  Bridge,  a  small 
community  near  here,  had  been 
living  without  heat  or  paying  high 
prices  for  butane.  For  some  who 
existed  on  Social  Security,  the 
choice  was  heat  or  food. 

Yet,  a  pipeline  carrying  cheaper 
natural  gas  lay  just  2V2  miles  away. 

Most  residents  of  the  area 
could  not  afford  to  pay  their  share 
of  the  cost  to  extend  the  pipeline. 
The  efforts  of  officials  to  join  public 
and  private  capital  to  do  the  job  had 


bogged  down  in  a  mire  of  red  tape 
and  legalese  at  the  state 
government  level. 

Then  in  January,  1980,  The 
Shreveport  Times  ran  a  series  by 
reporters  Bobby  Lamb  and  Alison 
Watson  describing  the  plight  of 
Alden  Bridge.  The  newspaper 
began  a  series  of  editorials  urging 
state  approval  of  the  financing  plan. 
Within  30  days  the  approval  came 
and  the  pipeline  was  completed 
last  summer. 

In  mid- winter,  1981,  The 
Shreveport  Times  reported  that 
most  of  the  houses  in  Alden  Bridge 
were  being  heated  with  natural  gas 
from  the  pipeline,  at  less  than  half 
the  cost  of  the  butane  they  used 
last  year. 

This  aggressive  reporting  and 
the  supporting  editorials  reflect 
the  duty  of  a  responsible  press  to 
act  as  the  voice  of  freedom  for  the 
people.  In  its  diversified  print  and 
broadcast  information  services, 
Gannett  encourages  local  leader- 


ship to  improve  the  quality  of  life 
in  each  community  served,  accord- 
ing to  individual  needs. 

At  Gannett,  freedom  rings 
from  Cocoa,  Florida  to  Cleveland; 
from  Nashville  to  Coffeyville, 
Kansas;  from  Denver  to  Danville, 
Illinois;  from  Huntington,  W.  Va.  to 
Honolulu.  It  rings  in  news  coverage, 
in  editorial  opinions,  in  community 
service.  Each  member  serves  its 
own  audience  in  its  own  way. 

For  more  information,  write: 
Gannett;  Corporate  Communica- 
tions; Lincoln  Tower;  Rochester, 
N.Y.  14604.  Or  call  (716)  546-8600. 


GANNETT 

A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


THE  FORBES  SALES  500 


Company 


% 
change 
Sales  over 
($000,000)  1979 


.  6 

7 

Standard  Oil  Calif 

40,479 

35.2 

7 

i 

Ford  Motor 

37,086 

-14.8 

8 

14 

Engelhard  Minerals 

26,570 

47.0 

9 

3 

Gulf  Oil 

26,483 

10.8 

10 

10 

IBM 

26,213 

14.7 

11 

13 

Standard  Oil  Ind 

26,133 

40.4 

12 

9 

Sears  Roebuck 

25,124 

2.4 

13 

1 1 

General  Electric 

24,959 

11.1 

14 

12 

Intl  Tel  &  Tel 

23,819 

8.3 

15 

15 

Atlantic  Richfield 

23,744 

46.3 

16 

16 

Shell  Oil 

19,830 

37.4 

17 

20 

Conoco 

18,301 

44.7 

18 

17 

Safeway  Stores 

15,103 

10.1 

19 

26 

Citicorp 

14  211 

30.3 

20 

19 

K  mart 

14,204 

10.5 

21 

21 

E  I  du  Pont 

13,652 

8.6 

22 

30 

Phillips  Petroleum 

13,377 

40.8 

23 

23 

Aetna  Life  &  Cas 

13,318 

16.3 

24 

25 

Tenneco 

13,226 

18.0 

25 

27 

Sun  Company 

12,945 

21.4 

26 

18 

United  States  Steel 

12,492 

-3.4 

27 

29 

Occidental  Petroleum 

12,476 

30.6 

28 

35 

United  Technologies 

12,324 

36. 1 

29 

31 

Bank  America 

12,075 

27.8 

30 

24 

1  C  Penney 

11,353 

0.7 

31 

42 

Standard  Oil  Ohio 

1 1,023 

39.3 

32 

32 

Procter  &  Gamble 

10,772 

15.5 

33 

33 

Dow  Chemical 

10,626 

14.8 

34 

36 

Kroger 

10,317 

14.3 

35 

82 

Getty  Oil 

10,150 

110.1 

36 

34 

Union  Carbide 

9,994 

8.9 

37 

46 

Union  Oil  California 

9,984 

31.9 

38 

28 

General  Tel  &  Elec 

9,979 

0.2 

39 

40 

Eastman  Kodak 

9,734 

21.3 

40 

39 

Boeing 

9,426 

15.9 

41 

■ 

Dart  &  Kraft 

9,412 

6.7 

42 

22 

Chrysler 

9,225 

-23.1 

43 

43 

Travelers 

8,790 

1  1.4 

44 

45 

Caterpillar  Tractor 

8,598 

12.9 

45 

49 

Westinghouse  Elec 

8,514 

16  1 

46 

51 

R  I  Reynolds  Inds 

8,449 

18.4 

47 

38 

Goodyear 

8,444 

2.5 

48 

44 

Halliburton 

8,327 

7.2 

49 

47 

Beatrice  Foods 

8,291 

1 1.0 

-~=50 

52 

Xerox 

8,197 

16.6 

51 

57 

Marathon  Oil 

8,180 

22.4 

52 

58 

Ashland  Oil 

8,118 

25.4 

53 

48 

RCA 

8,011 

7.5 

54 

41 

LTV 

8,010 

0.2 

55 

64 

Chase  Manhattan 

8,003 

31.6 

56 

54 

Amerada  Hess 

7,869 

16.2 

57 

60 

Cities  Service 

7,786 

24.1 

58 

63 

Philip  Morris 

7,328 

19.3 

59 

53 

F  W  Woolworth 

7,218 

6.4 

60 

62 

Rockwell  Intl 

6,907 

1 1.8 

Rank 
1980  1979 


Company 


change- 
Sales  over 
($()00,000|  1979 


61 

.  so 

Bethlehem  Steel 

6,743 

-5.5 

62 

56 

Great  Atl  &  Pac  Tea 

6,684 

-10.5 

63 

61 

Monsanto 

6,574 

6.2 

64 

65 

Lucky  Stores 

6,469 

1  1.2 

65 

119 

American  Stores 

6,420 

69.6 

66 

37 

Intl  Harvester 

6,312 

-24.8 

67 

66 

Federated  Dept  Stores 

6,301 

8.5 

68 

69 

Household  Finance 

6,182 

16.4 

69 

73 

W  R  Grace 

6,101 

15.8 

70 

68 

Minn  Mining  &  Mfg 

6,080 

1 1.7 

71 

72 

McDonnell  Douglas 

6,066 

14.9 

72 

75 

PepsiCo 

5,975 

17.4 

73 

67 

General  Foods 

5,960 

8.9 

74 

79 

Coca-Cola 

5,913 

19.2 

75 

78 

Arm  co 

5,678 

12.8 

76 

95 

Continental  Gioup 

5,657 

15.1 

77 

97 

Allied  Corp 

5,519 

27.4 

78 

86 

American  Express 

5,504 

17.9 

79 

80 

Deere 

5,470 

10.9 

80 

1 10 

Lockheed 

5,396 

33.0 

81 

81 

Winn-Dixie  Stores 

5,389 

9.3 

82 

77 

City  Investing 

5,386 

6.9 

83 

84 

Consolidated  Foods 

5,343 

13.2 

84 

70 

Gulf  &.  Western  Inds 

5,338 

0.9 

85 

76 

Connecticut  General 

5,279 

3.7 

—  86 

94 

Pacific  Gas  &  Elec 

5,259 

20.3 

87 

89 

INA 

5,255 

15.5 

88 

116 

Mfrs  Hanover 

5,189 

34.9 

89 

129 

J  P  Morgan 

5,173 

42.4 

90 

83 

Alcoa 

5,148 

7.6 

91 

92 

Colgate-Palmolive 

5,130 

14.2 

92 

100 

Coastal  Corp 

5,115 

19.3 

93 

104 

Fedl  Natl  Mortgage 

5,081 

20.6 

94 

90 

International  Paper 

5,043 

1 1.2 

95 

117 

UAL 

5,041 

31.6 

96 

96 

Trans  World 

5,018 

15.8 

97 

74 

Georgia-Pacific 

5,016 

-3.7 

98 

125 

Raytheon 

5,002 

34.2 

99 

88 

TRW 

4,984 

9.3 

100 

106 

Honeywell 

4,925 

17.0 

101 

87 

Ralston  Purina 

4,886 

6.2 

102 

131 

Schlumberger 

4,884 

37.6 

103 

71 

Firestone 

4,851 

-8.2 

104 

■ 

CSX 

4,841 

20.2 

105 

105 

Johnson  &  Johnson 

4,837 

14.9 

106 

112 

Union  Pacific 

4,832 

21.1 

107 

132 

Fluor 

4,826 

36.2 

108 

91 

American  Can 

4,812 

6.6 

109 

107 

Sperry 

4,785 

14.5 

110 

85 

Greyhound 

4,766 

1.4 

111 

115 

Southland 

4,759 

23.4 

112 

109 

General  Dynamics 

4,743 

16.8 

113 

140 

Continental  Illinois 

4,716 

39.7 

114 

103 

Iowa  Beef  Processors 

4,639 

10.0 

115 

98 

Borden 

4,596 

6.6 

Rank 
[980  1979 


Company 


Sales 
($000,000) 


cri 


116 
117 
118 
119 
120 


121 
122 
123 
124 
125 


126 
127 
128 
129 
130 


131 
132 
133 
134 
135 


136 
137 
138 
139 
140 


141 

142 
143 
144 
145 


146 
147 
148 
149 
150 


^151 
152 
153 
154 
155 


156 
157 
158 
159 
160 


161 
162 
163 
164 
165 


166 
167 
168 
169 
170 


Weyerhaeuser  4,536 

Charter  4,518 

Transamerica  4,384 

Signal  Companies  4, 136 

Chemical  New  York  4,300 


43  Pacific  Lighting  3,328 

81  Commonwlth  Edison  3,324 

62  NCR  3,322 

85  Western  Bancorp  3,296 

75  Anheuser-Busch  Cos  3,295 


20  American  Brands  4,277 
65  Texas  Eastern  4,273  4 

21  (ewel  Companies  4,268  1 
08  Litton  Industries  4,247 

18  Loews  4,238  1 


34  Super  Valu  Stores  4,204  2| 

23  General  Mills  4, 1 70  1 

24  IC  Industries  4,142  1 
57  Utd  Energy  Resources  4,135  5 
26  CPC  International  4,120  1 


51         Texas  Instruments  4,075 

39            Dayton-Hudson  4,034 

36         Dresser  Industries  4,016 

06  Pan  Am  World  Airways  4,016 

27                            CBS  3,963 


49  Burlington  Northern  3,954 

42  Consolidated  Edison  3,947 

30  Teledyne  3,920 

33  Owens-Illinois  3,906 

14  Bendix  3,862 


48  American  Airlines  3,821  1 

50  Control  Data  3,809  1 

37  American  Home  Prod  3,799  1 

58  Southern  Company  3,763  2! 

35  United  Brands  3,763 


13  Republic  Steel  3,760 

72  American  Elec  Power  3,756  3 

22  Champion  Intl  3,753 

02  National  Steel  3,707 

80  Bankers  Trust  N  Y  3,693  3 


43  Foremost-McKesson  3,662 

98  So  Calif  Edison  3,661 

45  Reynolds  Metals  3,653 

70  Columbia  Gas  Sys  3,637 

61  El  Paso  3,543 


23  Tesoro  Petroleum  3,528  4 

44  FMC  3,482 

52  Warner-Lambert  3,479 

86  Kerr-McGee  3,478 

54  American  Cyanamid  3,454 


68  Eastern  Air  Lines  3,453  1 

47  Continental  Corp  3,419 

89  First  Chicago  3,415  2 

38  Textron  3,377  - 

5  §  Celanese  3,348 


Not  on  500  list  in  19"T9. 
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"That  contraption  will  never  replace  draft  horses 
In  1869  Steam  Engine  #  1  emerged  from  the  factory 
in  Racine.  Wisconsin  to  start  Case  on  the  road 
to  becoming  a  world  leader  in  mechanized 
agricultural  and  construction  eguipment 


rience 


The  best  in  new  technology. 


The  wondrous  machine  in  the  top  illustration  first  ap- 
peared at  harvest  1 1 1  years  ago,  doing  the  work  of  six 
horses  and  helping  launch  the  miracle  of  mechanized 
agriculture.  Case  Steam  Engine  #1  now  siands  at  the 
main  entrance  of  the  Smithsonian  Institution  in  Wash- 
ington, D.C. 

Case  has  been  at  the  cutting  edge  of  mechanized  pow- 
er since  1842,  providing  new  technology  for  agriculture 
and  construction.  Today  Case  offers  the  broadest  line 
of  construction  equipment  of  any  company,  including 
its  new  trenchers  —  the  most  advanced  Case  has  ever 


produced.  J  I  Case  makes  quality  trenchers,  like  the  DH5 
pictured  here;  excavators,  loaders,  dozers,  loader/back- 
hoes,  and  compaction  equipment  —  and  ranks  as  the 
second  largest  construction  equipment  company  in  North 
America. 

The  construction  machines  of  Case,  including  its  Drott 
and  Poclain  lines,  continue  the  Case  heritage  of  providing 
the  best  in  new  technology 

J  1 1 


700  State  Street  Racine,  Wl  53404  U  S  A 


THE  FORBES  SALES  500 


Company 


% 
change 
Sales  over 
($000,000]  1979 


1  T 1 

1/1 

1  JO 

McDermott 

1  981 

4  A 

172 

128 

Inland  steel 

3,256 

—  10.4 

1  73 

1  7  1 

1  /  1 

Carnation 

1  9  1A 

o,zoo 

1  /I  c 
14., 9 

174 

166 

Kaiser  Alum  &  Chem 

3,222 

10.1 

175 

199 

Santa  Fe  Industries 

3,215 

25.8 

1  /O 

y  A  i 
141 

Eaton 

i  i  7/; 

O,  1  /6 

c  c 
— D.J 

177 

164 

May  Dept  Stores 

3,173 

6.6 

178 

160 

PPG  Industries 

3, 158 

2.2 

179 

178 

Bristol-Myers 

3,158 

14.7 

180 

177 

Combustion  Engnrng 

3,146 

14.1 

181 

226 

• 

Diauiond  Shamrock 

3, 143 

33.4 

182 

212 

Security  Pacific 

3, 1 1 7 

O  7  O 

Z  /  .O 

183 

225 

Hewlett-Packard 

3,099 

184 

183 

Motorola 

3,099 

14.2 

185 

163 

B  F  Goodrich 

3,080 

3.1 

186 

192 

Emerson  Electric 

1  nz"7 

1 1 .6 

t  07 
1  »/ 

1  /.i 

Crown  Zellerbach 

o,U(V 

Q  A 

y.4 

1 88 

1 88 

Albertson's 

3,039 

13  7 

lo.  f 

189 

202 

Amer  Natl  Resources 

3,039 

21.3 

190 

204 

InterNorth 

3,038 

21.5 

191 

245 

Pillsbury 

3,032 

40.0 

192 

1  70 

i  /y 

Pfizer 

193 

254 

Merrill  Lynch 

3,022 

47.3 

194 

167 

Boise  Cascade 

3,019 

3.5 

195 

193 

Standard  Brands 

3,018 

15.5 

1  QA 

I  vo 

9  1  I 
Z  1  1 

Peoples  Energy 

o,UJ.o 

Zo.O 

1  V/ 

Zlo 

ruu  >vc  fclec  «.  Oas 

T  CiCiA 

T  1  O 

zo.y 

1  Oft 

9nn 
zuu 

Ingersoll-Rand 

9  07  1 

1  A  O 

i  o.y 

199 

184 

Norton  Simon 

2,959 

9.4 

200 

215 

Delta  Air  Lines 

2,957 

21.8 

■(111 

ZU1 

169 

AMAX 

2,949 

2.9 

zuz 

c  c 

DO 

Esmark 

z.yz  d 

— ;>o.o 

901 

Lit  J 

907 

ZU  r 

9  09  c. 
z,yz  j 

1  ft  A 

204 

187 

Burlington  Inds 

2,901 

8.4 

205 

203 

Time  Inc 

2,882 

15.1 

ZUo 

Z4y 

• 

Wickes  Companies 

2,877 

6  f  .6 

9  07 

ZUY 

Northwest  Industries 

2,876 

11.5 

£UO 

i  on 
i  yu 

Southern  Pacific 

Z,oOU 

ft  o 

o.y 

209 

174 

Burroughs 

2,857 

2.6 

-210 

248 

Levi  Strauss 

2,841 

35.1 

_  1  \ 

9fl  1 
ZU1 

Fleming  Companies 

2,8 1 7 

12.3 

Z  1  Z 

9 

ZOO 

ARA  Services 

z,oUo 

a  n  i 
4U.  1 

911 
Z  1  > 

9 1 1 
Zo  1 

Archer  Danls  midland 

2,802 

21.9 

214 

194 

Singer 

2,787 

7.3 

215 

220 

Merck 

2,734 

14.7 

O  1  *C 

Zlo 

205 

St  Regis  Paper 

2,714 

8.6 

917 

99ft 
ZZo 

American  Intl  Group 

T  7HO 

z,  /  Uy 

1  Z  A 

16.4 

9  1  ft 

z  10 

1  07 

Mead 

7r»7 

2,  /O/ 

5.4 

219 

240 

ENSERCH 

2,695 

20.4 

220 

210 

Lincoln  National 

2,693 

10.1 

221 

214 

American  Standard 

2,674 

10.0 

222 

182 

Borg-Warner 

2,673 

-1.6 

223 

217 

North  Amer  Philips 

2,658 

10.4 

224 

218 

Carter  Hawley  Hale 

2,633 

9.3 

225 

222 

Supermarkets  General 

2,629 

10.8 

Rank 
1980  1979 


Company 


% 
change- 
Sales  over 
($000,000)  1979 


226 

330 

Trail  cm  f'nmnnn  ■  <>  c 
1  [iHnHI  V  ( J 1 !  1  () til  1 1  L  > 

2  628 

72.0 

997 

ZZ/ 

250 

JTl  dll  1  U  ITldllClltJ 

2  619 

27. 1 

9911 
ZZO 

Z^  1 

Kimberly-Clark 

?  Ann 

1  7  1 
1  /  .z 

229 

221 

Avon  Products 

2,569 

8.1 

230 

229 

Beneficial  Corp 

2,569 

110 

991 
Zjl 

9  94 
ZZ4 

IMabisco 

9  ^AO 

z,.joy 

ft  7 

o.  / 

9  19 
Z  5Z 

9  1A 
ZoO 

Campbell  Soup 

9  ^Al 

Z,j01 

1  1  0 

i  o.  y 

911 
Z  J  3 

9A9 
Z4Z 

Fli  I  tilt 

9  ^^0 

1  o.u 

234 

159 

American  Motors 

2,553 

-18.1 

235 

262 

Wells  Fargo 

2,545 

26.2 

zoo 

233 

Kidde 

2  539 

112 

917 

ij/ 

176 

2  524 

—8.6 

238 

256 

f~" nncnl  M p tun  1  (T« ac 

2  503 

22.3 

239 

227 

Hercules 

2,485 

6.0 

240 

255 

Pennzoil 

2,483 

21.0 

241 

269 

Pinn  -2  nr'lli*  F'ic(<'rrt 
rdlllldllUlc  Ld-Ml  III 

2  472 

25.6 

9d9 
ztz 

270 

Quaker  Oats 

2  405 

22  3 

243 

274 

2,387 

24.2 

244 

251 

R  H  Macy 

2,374 

15.3 

245 

260 

Interco 

2,368 

17.0 

z*#u 

98Q 
zoy 

.  .  . 
Digital  Equipment 

2  368 

jl.O 

7/17 

282 

Houston  Industries 

2  367 

27  7 

248 

290 

Mnuctnn  \]-i(iir.il  t 

2  358 

31  2 

249 

271 

Florida  Power  &  Lt 

2,347 

21.4 

250 

287 

Middle  South  Utils 

2,342 

28.5 

251 

257 

r\ in c i  nusuj iai  ouuuiy 

2  340 

14.7 

252 

315 

Pi  ret  \J  3tl  Rnetnn 
1  II>1  j\dll  DUslUII 

2  333 

42.5 

253 

261 

A^elville 

2,332 

15.3 

254 

266 

Gillette 

2,315 

16.7 

255 

264 

Consumers  Power 

2,304 

15.0 

256 

196 

I  Tnimval 

V     1111  VJ  J  ul 

2  299 

-10.7 

257 

239 

'2  299 

2.6 

258 

278 

A  inpnrflii  ( . <*n  pra  1 

il  U1C  1  K  all    VJC1ICI  a  I 

2  292 

21.5 

259 

237 

Owens-Corning  Fbrgls 

2,285 

1.8 

260 

234 

Johns-Manville 

2,267 

-0.7 

261 

37 1 

iViCv»ra  w-t,uison 

2  264 

7n  l 

/  U.  1 

262 

258 

Amer  Broadcasting 

2  256 

1  1  9 
1  1  .z 

263 

213 

2  256 

—7.3 

264 

247 

U  S  Fidelity  &  Gty 

2,253 

5.5 

265 

235 

Whirlpool 

2,243 

-0.8 

266 

191 

i 

1U  international 

2  239 

—14  5 

267 

267 

Missouri  Pacific 

2  237 

12  9 

268 

275 

Alco  Standard 

2  234 

16  5 

269 

308 

Texas  Gas  Transmn 

2,230 

32.2 

270 

232 

Genl  Tire  &  Rubber 

2,215 

^3.5 

271 

259 

Gould 

2  205 

8.7 

272 

304 

Revlon 

~>  on-* 

Z,ZC/0 

zo.z 

971 

z  j 

9  18 

zoo 

Ogden 

T  1  S7 

Z,  1  o  / 

9  /l 

274 

276 

McDonald's 

2,184 

14.3 

275 

298 

Texas  Utilities 

2,175 

23.8 

276 

246 

Colt  Industries 

2,166 

1.2 

277 

284 

Kellogg 

2,152 

16.5 

278 

272 

Avco 

2,150 

11.3 

279 

321 

Phila  Electric 

2,123 

34.5 

280 

305 

Va  Electric  &  Power 

2,120 

24.5 

Rank 
1980  1979 


Company 


Sales 
($000,000) 


Not  on  500  list  in  1979. 


281 

288 

IMjL  Industries 

9  1  1  ft 

Z,  1  In 

282 

1 1  0 

American  Petrofina 

9  now 

283 

277 

'  V.  1 1  V  K    1  d|H  1 

2  083 

284 

208 

Fruehauf 

2,082 

285 

291 

Dillon  Companies 

2,077 

zoo 

283 

... 

Williams  Companies 

9  071 

987 

zo/ 

268 

Alii  s*  Chalmers 

9  C\AA 

988 
zoo 

312 

Warner  Commun 

9  n^o 

289 

280 

Stop  &  Shop 

2,059 

290 

263 

White  Consolidated 

2,057 

291 

313 

Pit  rcrnn 

III  13  IUII 

2  052 

- 

292 

309 

AKKiift  T   irifir  ilnrii  m. 
nIMMIll  LdllOIdllliU  S 

2  038 

- 

293 

427 

ppnn  (  i-nln  1 

I  Cllll    v    III  II  JI 

2  014 

d 

--294 

322 

Crocker  National 

2,006 

2 

295 

325 

Murphy  Oil 

1,967 

2 

296 

273 

lim    VA.  i  1  f  i>  r 

|  llll  vv  dllcl 

1  967 

— 

297 

293 

rliMILIdlcll  \J I  y  IjUUUs 

1  952 

298 

300 

vi  u  1 1 1  ol  ruisit  i 

1  932 

1 

299 

286 

Koppers 

1,929 

300 

307 

Amfac 

1,922 

1 

301 

285 

f  r  lit  \  t  n> 

1  916 

302 

292 

T    n  1 1  i'ji  Tplprnm 
UUllCtl    I  tlclUIII 

1  912 

303 

299 

SCM 

1  892 

304 

294 

St  Paul  Companies 

1,868 

305 

354 

Marine  Midland  Bks 

1,859 

31 

306 

314 

A  U11CS  .'ill  I'M 

1  857 

j 

3H7 

1 1 6 
o  to 

Malone  &  Hyde 

1  (OJt 

i 

^(18 
ouo 

905 
zyo 

wiin 

1  ,OJO 

309 

358 

Cooper  Industries 

1,842 

3: 

310 

338 

General  Public  Utils 

1,832 

2: 
— 

311 

302 

ASAHCO 

1  817 

312 

306 

llptrnit  Prlicnn 
Utrllwll  LUIMMl 

1  813 

I 
i 

313 

323 

E- m  n  art 
L III  1 1  d  I  I 

1  803 

]£ 

314 

342 

Intl  Minerals  &  Chem 

.1,790 

2 

315 

345 

Turner  Construction 

1,789 

1 

ii  i\ 

111 

[\iagara  Monawk  Fwr 

1  777 

i- 

1 

117 

357 

UsLdi  iTidyci 

1  774 

Zi 

318 

363 

SmithK  line 

1,772 

3 

319 

■ 

MAPCO 

1,770 

106 

320 

334 

Upjohn 

1,768 

1 

321 

348 

S  ( i       1 1 1  i     1  R  Pfinil  rrpe 

JU  llallilal  I\C91FU1LC9 

1  744 

2D 

199 
3ZZ 

209 

Central  Soya 

1  744 

4 

191 

3*.  > 

Atorrison~Knudsen 

1  744 

fi 

LI 

324 

310 

Ethyl 

1,741 

S 

325 

326 

NICOR 

1,740 

11 

19A 
JZO 

177 

Off 

D  1 

Irving  Bank 

i  7/in 

197 

OD  1 

Schering-Plough 

1  740 

21 

19ft 
jZO 

1 1  7 

Castle  &  Cooke 

1  734 

g 

329 

355 

Central  &  South  West 

1,731 

22 

330 

341 

Grumman 

1,729 

17 

331 

318 

Rohm  &  Haas 

1,725 

8 

332 

335 

Marriott 

1,719 

13 

333 

296 

National  Distillers 

1,710 

-3 

334 

380 

Wal-Mart  Stores 

1,705 

31 

335 

339 

Anderson,  Clayton 

1,703 

14 
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Swiss  Bank  Corporation: 


^£>ur  key  to  foreign  exchange 
and  money  markets. 


Swiss  Bank  Corporation's  corporate 
advisory  team  is  an  invaluable  tool  for  the 
American  business  community. 

With  a  coordinated,  broadbase 
knowledge  of  international  business,  this 
special  team  of  seasoned  experts  not  only 
remains  in  constant  touch  with  market 
makers  throughout  the  world,  but  also 
with  each  other.  So,  when  you  deal  with 
any  individual  member  of  the  team,  you're 
dealing  with  a  bank  whose  prestigious  im- 
age, professional  services  and  worldwide 
leadership  have  been  revered  since  1872. 

Foreign  exchange,  a  key  service  of 
our  corporate  advisory,  is  hardly  foreign 
to  Swiss  Bank  Corporation.  As  a  recog- 
nized leader  in  the  volatile  world  of 
foreign  exchange,  our  foreign  exchange 
experts  provide  very  helpful  forecasting 
as  well  as  competitive  rates.  And  with  a 


worldwide  network  of  offices,  we  are  in 
touch  with  all  markets  around  the  clock. 

In  addition  to  foreign  exchange,  our 
corporate  advisory  team  can  help  your 
company  with  other  key  investment 
alternatives  such  as  commercial  paper, 
domestic  and  offshore  certificates  of 
deposit  as  well  as  precious  metals. 

For  over  40  years,  we  have  been  com- 
mitted to  serving  the  American  business 
community.  Our  offices  in  New  York,  Los 
Angeles,  San  Francisco,  Chicago,  Atlanta 
and  Houston  have  950  dedicated  profes- 
sionals ready  to  meet  your  banking  needs. 

So,  if  your  company  could  benefit 
from  the  worldwide  expertise  of  a  sea- 
soned, innovative  corporate  advisory 
team,  consider  Swiss  Bank  Corporation. 
Our  keys  have  been  opening  financial 
doors  around  the  world  since  1872. 


Main  Office  U.S.A.:  New  York,  Four  World  Trade  Center,  10048, 
212/938-3500. 

Branches:  Chicago,  150  S.  Wacker  Drive,  60606,  312/346-0350  and 
San  Francisco,  120  Montgomery  St.,  94104,  415/434-2640. 
Agency:  Atlanta,  235  Peachtree  St.,  N.E.,  30303,  404/522-1600. 
Representative  Offices:  Houston,  One  Allen  Center,  77002, 
713/658-0561,  Los  Angeles,  800  W.  Sixth  St.,  90017.  213/489-5900 


Swiss  Bank  Corporation 


THE  FORBES  SALES  500 


Company 


change 
Sales  over 
($000,000]  1979 


Rank 
1980  1979 


Company 


change 
Sales  over 
($000,0001  1979 


Rank 
980  1979 


Company 


Sales 
|$000,00()| 


336 

375 

Valero  Energy 

1,702 

28.8 

337 

336 

Sterling  Drug 

1,701 

1.3.4 

338 

331 

Stauffer  Chemical 

1,695 

111 

339 

344 

Ryder  System 

1,694 

16.5 

340 

337 

Duke  Power 

1,683 

12.7 

341 

346 

Squibb 

1,676 

15.4 

342 

279 

PACCAR 

1,674 

-111 

343 

297 

Cummins  Engine 

1,667 

-5.9 

344 

350 

A  E  Staley  Mfg 

1,656 

15.4 

345 

320 

Northrop 

1,655 

4.6 

346 

303 

Consol  Freightways 

1,654 

-3.9 

347 

376 

Northwest  Airlines 

1,639 

25.1 

348 

343 

Southern  Railway 

1,638 

1  1.6 

349 

408 

Clark  Oil  &  Refining 

1,623 

40.3 

350 

41 1 

Mellon  National 

1,595 

38.9 

351 

328 

Zayre 

1,594 

2.9 

352 

252 

Fuqua  Industries 

1,590 

-22.7 

353 

347 

Norfolk  &  Western  Ry 

1,576 

8.8 

354 

359 

Union  Camp 

1,575 

13.4 

355 

311 

Foster  Wheeler 

1,563 

-5.5 

356 

364 

National  Can 

1,551 

15.1 

357 

373 

lack  Eckerd 

1,548 

16.8 

358 

405 

Baker  International 

1,547 

32.4 

359 

301 

Clark  Equipment 

1,539 

-1  1.4 

360 

349 

AMF 

1,534 

6.7 

361 

421 

Holiday  Inns 

1,534 

37.8 

362 

366 

Walgreen 

1,531 

13.8 

363 

352 

Corning  Glass  Works 

1,530 

7.6 

364 

493 

Tiger  International 

1,528 

66.0 

365 

324 

Crane 

1,528 

-2.9 

366 

367 

General  Signal 

1,522 

13.3 

367 

329 

Chromalloy  American 

1,518 

-1.2 

368 

428 

Superior  Oil 

1,498 

38.0 

369 

388 

Giant  Food 

1,483 

19.4 

370 

412 

Northwest  Bancorp 

1,478 

29.0 

371 

332 

United  States  Gypsum 

1,474 

-3.4 

372 

356 

Crown  Cork  &  Seal 

1,460 

4.1 

373 

387 

Kemper 

1,460 

17.1 

374 

365 

Braniff  Intl 

1,452 

7.9 

375 

361 

Polaroid 

1,451 

6.6 

376 

383 

Phelps  Dodge 

1,440 

12.4 

377 

399 

Black  &  Decker 

1,438 

19.4 

378 

369 

Genuine  Parts 

1,432 

7.0 

379 

378 

Heublein 

1,430 

9.7 

380 

414 

Petrolane 

1,425 

24.6 

381 

340 

Evans  Products 

1,423 

-3.9 

382 

372 

Lear  Siegler 

1,423 

7.2 

383 

390 

Air  Prods  &  Chems 

1,421 

15.5 

384 

370 

Fisher  Foods 

1,413 

5.7 

385 

391 

Westvaco 

1,410 

15.2 

386 

374 

Sunbeam 

1,406 

6.3 

387 

362 

MCA 

1,404 

3.7 

388 

419 

Caboi 

1,404 

25.1 

389 

445 

Blue  Bell 

1,398 

35.8 

390 

433 

Whittaker 

1,396 

30.0 

391 

392 

Tandy 

1,385 

13.9 

392 

434 

First  Intl  Bshs 

1,383 

29.1 

393 

404 

Chesebrough-Pond's 

1,38Q 

17.3 

394 

403 

Baxter  Travenol  Labs 

1,374 

15.4 

395 

407 

Gt  Northern  Nekoosa 

1,373 

18.6 

396 

396 

H  F  Ahmanson 

1,371 

13.2 

397 

401 

No  Indiana  Pub  Svc 

1,367 

14.2 

398 

422 

First  Natl  Supermkts 

1,365 

22.8 

399 

409 

Dillingham 

1,362 

17.9 

400 

385 

Reliance  Group 

1,351 

6.7 

401 

382 

Timken 

1,338 

4.4 

402 

441 

First  Bank  System 

1 ,336 

26.7 

403 

406 

Hershey  Foods 

1,335 

15.0 

404 

■ 

Sigmor 

1,328 

69.9 

405 

432 

Northeast  Utilities 

1,325 

23.3 

406 

420 

Northwest  Energy 

1,323 

18.2 

407 

368 

Armstrong  World  Inds 

1,323 

-1.4 

408 

353 

George  A  Hormel 

1,322 

-6.5 

409 

394 

Safeco 

1,317 

8.6 

410 

469 

Natomas 

1,316 

36.0 

411 

464 

Harris  Corp 

1,301 

32.5 

412 

475 

Wheelabrator-Frye 

1,300 

37.3 

413 

402 

Chubb 

1,292 

8.1 

414 

439 

Amstar 

1,285 

21.6 

415 

393 

Commonwealth  Oil 

1,284 

5.8 

416 

381 

Diamond  Intl 

1,283 

-0.1 

417 

418 

Norton 

1,282 

13.1 

418 

410 

St  Joe  Minerals 

1,279 

1  1.4 

419 

444 

Long  Island  Lighting 

1,277 

22.1 

420 

424 

Waldbaum 

1,272 

15.2 

421 

417 

Continental  Tel 

1,268 

1 1,7 

422 

440 

Crown  Central  Petrol 

1,267 

20.1 

423 

447 

Avnet 

1,267 

23.2 

424 

400 

Sherwin-Williams 

1,264 

5.6 

425 

415 

Commercial  Metals 

1,262 

10.5 

426 

■ 

Seatrain  Lines 

1,257 

59.2 

427 

448 

Pitney  Bowes 

1,257 

22.7 

428 

474 

Republic  of  Texas 

1,246 

31.1 

429 

453 

West  Point-Peppereli 

1,246 

23.0 

430 

438 

Wetterau 

1,239 

17.0 

431 

■ 

Hospital  Corp  of  Am 

1,232 

36.8 

432 

451 

Baltimore  Gas  &  Elec 

1,226 

20.9 

433 

413 

Brown  Group 

1,221 

6.6 

434 

443 

National  Tea 

1,219 

16.6 

435 

436 

Gannett 

1,215 

14.1 

436 

■ 

Santa  Fe  Intl 

1,209 

131.2 

437 

■ 

Hughes  Tool 

1,206 

49.9 

438 

386 

Brunswick 

1,200 

-4.6 

439 

457 

Sysco 

1,198 

19  6 

440 

379 

Louisiana-Pacific 

1,196 

-8.2 

441 

416 

GK  Technologies 

1,190 

4.3 

442 

429 

Pennwalt 

1,189 

10.1 

443 

■ 

Texas  Oil  &  Gas 

1,186 

32.2 

444 

431 

Zenith  Radio 

1,186 

10.3 

445 

430 

Hammermill  Paper 

1,183 

9.9 

446 

473 

Dun  &  Bradstreet 

1 , 1 76 

2 

447 

470 

Witco  Chemical 

1 , 1  76 

21 

448 

■ 

Alleghany 

1 , 1 66 

4 

449 

398 

Libbey-O  wens-Ford 

1,160 

450 

449 

Allegheny  Power 

1 , 1 60 

1] 

*r  1 

4b  1 

442 

No  States  Power 

1 , 1  59 

1 

452 

490 

■  >     LI        C  I  ,  -     1  _  _ 

Public  Service  Colo 

1 , 1  56 

2J 

453 

452 

AMP 

1 , 1 55 

1 

454 

425 

Roadway  Express 

1,155 

455 

384 

U  S  Industries 

1,145 

-1 

AC  A. 
430 

■ 

E  F  Hutton  Group 

1 , 1 25 

5 

457 

458 

Food  Fair 

1 , 1 24 

-2 

458 

489 

Humana 

1,117 

2 

459 

461 

Dravo 

1,1  14 

1 

460 

456 

Campbell  Taggart 

1,113 

1 

Ai*  1 

A  71 

k  k  uonneiiey  cs.  >ons 

1  111 
1  ,  1  i  I 

1 
1 

462 

435 

Mercantile  Stores 

1 , 108 

■ 

General  Re 

l 

464 

■ 

Bank  of  New  York 

1,102 

3' 

465 

465 

Knight-Ridder  News 

1,099 

1 

466 

488 

Revco  D  S 

1 ,093 

1 

A  A~7 

40/ 

■ 

'T' .......  1  £ 

1  exasgult 

1 ,090 

i\ 

468 

■ 

New  England  Electric 

1 ,090 

T. 

469 

389 

Wheeling-Pitts  Steel 

1,084 

-1 

470 

455 

Rexnord 

1,084 

4/1 

■ 

ij  u  >earle 

1 ,082 

21 

AT) 

4r)V 

Ohio  Edison 

1  nw  1 
1  ,Uft  1 

» 

All 

A  HA 

I  I  ^  UI ,. ... ,, 
u  s  nome 

1  nw  1 
1  ,Uo  1 

1, 

474 

477 

Union  Electric 

1,078 

1. 

475 

491 

Carolina  Pwr  &  Lt 

1,076 

11 

A~7  A 

4/0 

479 

Harsco 

1 ,063 

1 . 

A  77 

4/  / 

468 

Fed-Mart 

1 ,062 

i 

478 

a 

First  City  Bancorp 

1 ,061 

3 

479 

494 

Flickinger 

1,061 

i! 

480 

■ 

Centex 

1,057 

2 

4o  1 

423 

Interlake 

1 ,056 

482 

454 

Akzona 

1 ,054 

483 

■ 

Louisiana  Land 

1,053 

3, 

484 

500 

Zale 

1,042 

1! 

485 

■ 

Seafirst 

1,037 

21 

486 

463 

ACF  Industries 

1,029 

t 

487 

■ 

Texas  Commerce  Bshs 

1,029 

3( 

488 

■ 

injbij  Bancorp 

1 ,023 

2< 

489 

■ 

Parker-Hannifin 

1,022 

2( 

490 

471 

Ex-Cell-O 

1,021 

u 

491 

■ 

Centl  Louisiana  Engy 

1 ,013 

A' 

4i 

492 

■ 

Marshall  Field 

1,013 

1 1 

493 

486 

Intl  Multifoods 

1,012 

t 

494' 

■ 

Wisconsin  Elec  Pwr 

1,007 

H 

495 

■ 

Gulf  States  Utils 

1 ,005 

1( 

496 

■ 

Eastern  Gas  &  Fuel 

1,003 

It 

497 

498 

Borman's 

1,001 

1C 

498 

■ 

McGraw-Hill 

1,000 

13 

499 

482 

Cessna  Aircraft 

1,000 

i 

500 

■ 

Square  D 

999 

20 

■  No;  .  .11  500  list  in  [979 
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GLASS  DISTRIBUTION  PARTI 
GLASS  TABLETOPS 


LAMINATED 
SAFETY 
GLASS 


MIRRORS 


V 


CEIL 
TIL 
AND 


PAN 


NG 


It 


ION  SYSTEMS 


QUARRY  TILE 


VINYL  SIDING 


m 

DECORATED 
WALLBOARD 


GLASSCRAFT 
PRODUCTS 


MIRROR 
PRODUCTS 


GYPSUM 
BOARD 


WAL 


CUSHIONED 

VINYL 
FLOORING 


THERMAL 


WINDOWS       DESIGNER  FABRICS 


CERAMIC  MOSAICS 


GLAZED 
TILE 


BISCAYNE 
DECORATIVE 
PRODUCTS 


ALUMINUM 
AND  V  NYL 
WINDOWS 

PATIO 
DOORS 


COMPANION 
FABRICS 


EASY-APPLY 
DECORATOR 

V 


WALL 
COVERING 


STYLE-TEX, 
STRAHAN, 
BENCHMARK 


NYL 


DECORATIVE 
FABRICS 


HUNTINGTON 
HOUSE 


STYLE  TOUCH, 
MAGIC 
COVER 


BINSWANGER      GOLD  BOND 
GLASS  BUILDING 
COMPANY  PRODUCTS 


AMERICAN 
OLEAN 
TILE 


BINNING'S 
BUILDING 
PRODUCTS 


DECORATIVE 
PRODUCTS 
DIVISION 


Together  we're  National  Gypsum  Company. 


If  you're  surprised  at  our  diversity,  you're  probably  not 
alone.  National  Gypsum  is  a  lot  more  than  gypsum.  We're 
an  aggressive,  growth-oriented  group  of  companies  that 
constitutes  one  of  the  largest,  most  diverse  manufacturers 
and  suppliers  of  quality  building  materials  in  the  world. 

We've  committed  over  180  million  dollars  toward  ex- 
panding our  already  diverse  building  products  base 
during  the  next  two  years.  This  money  will  be  used  to  in- 
crease capabilities  in  existing  plants,  upgrade  and  modify 
plants,  purchase  new  equipment,  and  finance  possible 
acquisitions. 


•For  a  copy  of  our  annual  report,  write  Dept.  PR-FB,  4100 
First  International  Building,  Dallas,  TX  75270. 


National  Gypsum  believes  in  the  future,  and  because 
we  believe,  we're  committing  the  dollar  equivalent  of  21  % 
of  last  year's  sales  toward  making  that  future  brighter 
for  everyone. 

America  will  always  be  building.  And  National  Gypsum 
is  determined  to  be  a  part  of  that  growth.  In  the  next  two 
years,  we're  increasing  gypsum  capacity  by  15%.  And 
we've  recently  increased  ceramic  tile  capacity  by  27%. 
Separately,  each  of  the  companies  under  our  umbrella  is 
making  its  own  contribution.  And  together,  we're  National 
Gypsum  Company  building  for  the  future. 

/National 
I  Gypsum 
I  Company 

A  family  of  companies  building  for  the  future. 
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m  Colt  Industries  will  help  keep 
the  Sacramento  River  a  favori 
with  fish  and  fishermen. 


1  m  J 


To  process  138,000,000  gallons  of  waste  water 
a  day,  the  Sacramento  (California)  Regional 
Countyx Sanitation  District  is  building  one  of  the 
largest  computer-controlled  treatment  plants 
in  the  nation.  Here,  giant  solids-handling  cen- 
trifugal pumps  from  our  Fairbanks  Morse  Pump 
Division  will  help  move  the  liquid  stream  from 
initial  entry  to  final  discharge  as  a  highly  purified 
effluent  that  will  help  keep  the  Sacramento  River 
as  clean  and  full  of  sturgeon  as  ever. 


Fairbanks  Morse  is  a  long-time  manufacturer 
of  rugged,  cost-effective  pumps  for  irrigatio 
sewage  handling,  water  supply  and  indus 
uses.  It's  not  surprising  that  the  division  is 
important  part  of  Colt  Industries,  or  that  Co 
Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy. 

For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  AA,  430  Park  Avenue, 
New  York,  NY  10022. 
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Fairbanks  Morse  t 
and  Elox  productio 


Chandler  Evans  fuel  contrc 
France  compressor  produci 


irtes*  Fairbanks  scales*  Pratt  &  Whitney 
iftt«  Quincy  compressors*  Central  Molor* 
itatnless  steel  pipe  and  tubing  •  Crucible 
springs*  Colt  firearms  □  Holley  carbureto 
s«  Fairbanks  Morse  pumps  □  Crucible 
idustnal  seals*  Stemco  truck  products 
,  □  Menasco  shock  mitigation  systems. 


Colt  Industries 


THE  FORBES  PROFITS  500 


There  were  some  strong  profit 
performances,  and  not  just  by  the 
oils.  For  a  good  many  others 
1980  was  a  year  to  forget,  with 
125  of  the  top  500  actually 
showing  profit  declines. 


The  companies  making  the  Profits  500  list  for  1980  re- 
ported total  earnings  of  $1 18.6  billion,  up  just  7.7%  from 
the  $110.2  billion  reported  for  the  Profits  500  in  1979. 
That's  not  only  less  than  the  inflation  rate  last  year  as  measured 
by  the  CPI  (12.4%),  but  less  than  the  9.9%  rate  as  measured  by 
the  more  sophisticated  "implicit  deflator"  for  personal  con- 
sumption expenditures.  The  numbers  tracking  cash  flow  are  a 
bit  worse — a  total  of  $226.5  billion  for  the  Profits  500  last  year, 
up  only  7.1%  from  the  $211.4  billion  in  1979. 

There  were  strong  performances,  to  be  sure — and  not  just 
from  the  oil  companies,  which  accounted  for  eight  of  the  ten 
most  profitable  U.S.  companies  last  year,  reporting  profit  gains 
that  averaged  36.5%.  Several  banks  (notably  Irving  Bank  and 
Ch  emical  New  York)  showed  strong  earnings  gains,  and  a 
range  of  companies  with  strong  consumer  franchises,  like 
Colgate-Palmolive  and  H.J.  Heinz,  also  looked  relatively  good. 

But  1 980  was  a  year  a  good  many  companies  were  glad  to  put 
behind  them,  with  125  of  the  Profits  500  showing  profit 
declines  [vs.  53  in  1979).  Among  the  harder-hit  groups:  retail- 
ers, insurance  companies,  forest  products  outfits  and — what 
else?— companies  whose  prospects  were  tied  to  the  auto  busi- 
ness. Missing  altogether  from  the  Profits  500,  of  course,  were 
two  companies  that  had  been  accustomed  to  being  right  near 
the  top — General  Motors,  which  lost  $763  million  last  year, 
and  Ford,  which  lost  $1.5  billion. 
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Rank 
1980  1979 

Company 

Net 
profits 
($000,0001 

% 
change 
over 
1979 

Cash 
flow 
($000,000| 

1 

1 

American  Tel  &  Tel 

6,079.7 

7.1 

15,367 

2 

2 

Exxon 

5,650.1 

31.5 

10,778 

3 

3 

IBM 

3,562.0 

18.3 

7,023 

4 

5 

Mobil 

2,813.0 

40.1 

4,823 

5 

6 

Standard  Oil  Calif 

2,400.8 

34.5 

3,972 

6 

7 

Texaco 

2.240.2 

27.4 

3,956 

7 

8 

Standard  Oil  Ind 

1,915.3 

27.1 

3,618 

8 

11 

Standard  Oil  Ohio 

1,811.2 

52.7 

2,591 

9 

13 

Atlantic  Richfield 

1,651.4 

41.6 

3,247 

10 

14 

Shell  Oil 

1,542.0 

37.0 

2,989 

11 

9 

General  Electric 

1,514.0 

7.5 

2,339 

12 

10 

Gulf  Oil 

1,407.0 

6.4 

2,955 

13 

15 

Eastman  Kodak 

1,153.6 

15.3 

1,583 

14 

17 

Phillips  Petroleum 

1,069.6 

20.0 

1,928 

15 

18 

Conoco 

1,026.2 

25.9 

1,832 

16 

22 

Schlumberger 

994.3 

51.0 

1,185 

17 

49 

Intl  Tel  &  Tel 

895.6 

134.2 

3,142 

18 

25 

Getty  Oil 

871.9 

44.2 

1,675 

19 

20 

Dow  Chemical 

805.0 

2.7 

1,597 

20 

28 

Tenneco 

725.6 

27.1 

1,531 
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JAMES  IS  HERE 

PARTNERS  IN  RISK  MANAGEMENT 
FOR  THE  WORLD  OF  BUSINESS 


From  oil  drilling  to  commer- 
cial fishing . . .from  lumbering  to 
heavy  construction . . .  wherever 
there  are  property  and  casualty 
risks  to  be  managed,  James 
is  there. 

We  are  one  of  the  largest  full- 
service  insurance  brokerage  firms 
in  the  U.S.,  fully  qualified  to  serve 
you  in  virtually  every  area  of 
insurance  and  risk-management 
services  on  an  international  scale. 

James  works  for  you  as  con- 
scientiously as  a  business  partner. 
Your  personal  James  account 
executive  studies  your  business 
thoroughly  in  order  to  design  a 
program  perfectly  suited  to  your 
needs.  And,  because  James 


produces  such  a  large  premium 
volume,  we  have  substantial 
negotiating  leverage  with  the 
strongest  commercial  insurance 
companies. 

In  the  area  of  executive  and 
employee  benefit  and  incentive 
compensation,  James  can  assist 
you  in  organizing,  funding  and 
administering  your  plan,  and  can 
provide  all  of  the  essential  ser- 
vices to  help  it  operate  cost- 
effectively 

Perhaps  it  would  be  more 
profitable  for  you  to  self-insure 
your  property  and  casualty  risks 
and  employee-benefit  plans. 
James  administers  more  self- 
insurance  programs  than  any 


other  broker  in  the  world,  and  will 
gladly  arrange  a  study  for  you  at 
no  obligation. 

Meanwhile,  best  initial  intro- 
duction to  Fred.  S.  James  is  our 
new  20-page  brochure,  which 
describes  our  complete  insurance 
brokerage  services.  Please  write 
to:  William  E.  Burch,  President, 
Fred.  S.  James  &  Co.,  230  West 
Monroe  Street,  Chicago,  I L  60606. 


FRED.  S.  JAMES  &  CO.,  INC. 

YOUR  PARTNERS 
IN  RISK  MANAGEMENT 

Member  National  Association  of  Insurance  Brokers 


THE  FORBES  PROFITS  500 


/O       «-                                    V—dMl  /o 

Net         change         Cash        flow                                                               Net         change         Cash  fl 
Rank                                            profits         over           flow         rank          Rank                                             profits         over           (low  ri 
1980  1979             Company           ($000,000)       1979      ($000,000)     1980       1980  1979             Company           ($000,000)       1979      ($000,000)  11 

21  21                Sun  Company       723.0           3.3         1,542  24 

22  16                   ElduPont       716.0        -23.8         1,634  21 

23  30      Occidental  Petroleum       710.8           26  6          1,364  28 

24  23        Minn  Mining  &  Mfg       678.0            3.5            973  38 

25  32              Union  Carbide       672.7          20.9         1,211  29 

81  ■                     Allied  Corp       289  0      2,569.3  594 

82  210                      Texasgulf       286.5         109.3            360  1 

83  107        <             WR  Grace       283.8           27.5  563 

84  127                      Raytheon       282.3           43.2            426  1 

85  101       American  Intl  Group       282.2           21.9  678 

26  33           R  J  Reynolds  Inds       670.4          21.7         1,171      •  31 

27  42       Union  Oil  California       647.0          29.2          1,415  27 

28  26                 BankAmerica       643.4            7.2          1,053  34 

29  27           Procter  &  Gamble       642.8           11.3            883  43 

30  29                           Xerox       619.2           10.0          1,815  19 

86  ■                               CSX       281.6           116  545 

87  91                     Honeywell       280.9           17.0  524 

88  83                 Rockwell  Intl       280.2            7.3            407  l| 

89  89                              INA       278.6           13.9  880 

90  119      Federated  Dept  Stores       277.7          36.7            $83  1 

31  40                          Boeing       600.5           18.8            910  42 

32  38                 Philip  Morris       576.8           13.6            838  47 

33  19                Sears  Roebuck       566.0         -27.9          1,500  26 

34  43         Caterpillar  Tractor       564.8          14.9           955  40 

35  39                Amerada  Hess       540.2            6.5          1,047  35 

91  106                           Sperry       277.1           23.6  479 

92  97         Pub  Svc  Elec  &  Gas       275  4           18.0            384  11 

93  100                 Bristol-Myers       270.6           16.9            327  lj 

94  120             Hewlett-Packard       269.0          32.5            389  1| 

95  109                          Armco       265.3           20.0            439  1 

36  57         Engelhard  Minerals       532.7           52.3            622  67 

37  44          Pacific  Gas  &  Elec       524.8           14.5            615  69 

38  31            Aetna  Life  &  Cas       508.3          -9.2         3,393  8 

39  51                   Halliburton       500.3          32.6           737  54 

40  34                        Citicorp       499.0          -7.8            883  44 

96  103           Dresser  Industries       261  1           14.5            396  1 

97  55                          Kmart       260.5         -27.2            453  1 

98  99                General  Foods       255.8           10.2            330  1 

99  105       Gulf  &  Western  Inds       255.3           12.2            383  1 
100      94                            Pfizer       254.8            7  1            353  1 

41  24         General  Tel  &  Elec       477.9         -25.9         2,061  15 

42  58                Cities  Service       477.5          37.4          1,002  36 

43  314                        Esirtark       471.8        410.5           689  57 

44  54                         AMAX       470.4           28.8            624  65 

45  41                            Alcoa       469.9          -6.9            736  55 

101  95                             NCR       254.7            8.6  527 

102  151           Digital  Equipment       249  9           40.0            357  lJ 

103  98      Kaiser  Alum  &  Chem       247  6            6.6            280  l1 

104  66               Georgia-Pacific       244.0         -25.4  566 

105  128        Va  Electric  &  Power       241.6           23.0            392  1! 

46  ■           United  States  Steel       458.9          D-P            997  37 

47  46      American  Home  Prod       445.9           12.6            526  85 

48  45                    Coca-Cola       422.1            0.5           627  64 

49  50                          Merck       415.4            8.8            524  86 

50  59            American  Brands       405.5           16.7            463  95 

106  87              Avon  Products       241.3          -3.8           290  ll 

107  93                 Transamerica       239.3            0.3            540  t 

108  108             Schering-Plough       239.3            7.7           289  1 

109  121             Emerson  Electric       237.7           18.3            319  1 

110  90                   J  C  Penney       233.0          -4.5           384  | 

51  48                 Union  Pacific       404.5            5.8            823  48 

52  63          Westinghouse  Elec       402.9           21.7            541  81 

53  56         Johnson  &  Johnson       400.7          13.8           587  73 

54  67       United  Technologies       393.4           20.8            640  62 

55  b                   Dart  &  Kraft       383.1            6.5           561  77 

111  126     Norfolk  &  Western  Ry       232.4           17.0            326  1( 

112  112                 Mfrs  Hanover       228.5            8.0            354  1! 

113  102          U  S  Fidelity  &  Gty       228.5          -0.2  959 

114  70                           Deere       228.3         -26.5            389  11 

115  131                  Phila  Electric       227.1           16.8            323  id 

56  7.1      Commonwlth  Edison       382.0           28.8            692  56 

57  74                 Marathon  Oil       379.0           28.4            801  49 

58  62           American  Express       376.0            8.9          1,155  33 

59  47                     Travelers       365.6          -5.7         1,824  18 

60  72           Chase  Manhattan       354.2           16.9            609  70 

 1 

116  129        Continental  Illinois       225.9           15.4            381  11 

117  US            Western  Bancorp       225.1           10  7            391  lj 

118  134         Continental  Group       224.2           17.2            441  1C 

119  116           Consumers  Power       223.8            9.8            306  V 

120  133                  Levi  Strauss       223.7          16.8           267  21 

61  85      American  Elec  Power       348.4          33.7            750  53 

62  110         Southern  Company       344.4           57.2            930  41 

63  65                        Eli  Lilly       342.0            3.8            421  113 

64  75                    J  P  Morgan       341.7           18.6            457  98 

65  60                       Teledyne       338.6          -2.3            296  178 

121  156       Burlington  Northern       222  9           26.9            394  jj 

122  143                           Loews       222.0          22.0            675  ( 

123  136                   McDonald's       220.9           17.1            377  U 

124  144                Texas  Eastern       219.8           21.7            426  It 

125  86                      ASARCO       216.5         -16.5            196  27 

66  68       Consolidated  Edison       334.7           3.3           632  63 

67  124                 Superior  Oil       334.5          67.0           686  58 

68  37               Weyerhaeuser       321.5        -37.2           850  46 

69  61               So  Calif  Edison       317.5          -8.3            398  121 

70  81       Connecticut  General       316  7          17.3         1,163  32 

126  148        Abbott  Laboratories       214.4           19.8            275  2Q 

127  259          Bankers  Trust  N  Y       213.8           88.0            324         l  j 

128  158          Texas  Instruments       212.2           22.7            470  9 

129  130                            TRW       211.9            8.9            409  11 

130  138                     InterNorth       211.7           14.1            415  111 

71  78                            RCA       315.3           11.1            750  52 

72  36         International  Paper       314.0         -40  2            597  71 

73  80                  Duke  Power       311.1           13.2            422  112 

74  92                       Pennzoil       308.5           29.3            618  68 

75  96                    SmithKline       308.0          31.7            358  148 

131  111               PPG  Industries       209.2          -4.4            359  14 

132  271                        Natomas       208.4           88.1            375  14) 
133.    197                     Goodyear       206.7          41.4           436  10 

134  35                   Ashland  Oil       205.1         -61.0            361  14 

135  173       Long  Island  Lighting       205.0           26.8            150  351 

76  104         Santa  Fe  Industries       301.8          32.5            536  83 

77  113               Texas  Utilities       297.8           41.1            549  78 

78  82                        PepsiCo       291.8           10.2            493  88 

79  135            Litton  Industries       290.8          54.0           465  93 

80  84               Beatrice  Foods       290.1           11.2           456  99 

136  250                Merrill  Lynch       203.3          71.3           246  23 

137  152        Diamond  Shamrock       201.2           13.0            410  11 

138  115         Florida  Power  &  Lt       198.3          -3.1           464  9 

139  1 50          CPC  International        197.4           10.5            281  19 

140  149           Newmont  Mining        197.4           10.4            232  241 

Not  on  500  list  in  1979.    D-P  deficit  to  profit. 
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Continental  Telephone 
Corporation  has  a  mission 
in  space.  Just  as  it  does  in 
Manassas,  Virginia.  And  in 
Freeport,  Illinois.  And  in 
2,000  other  down-to-earth 
communities. 

American  Satellite 
Company,  our  joint  venture 
partnership  with  Fairchild 
Industries,  makes  high  speed 
voice,  data  and  image  trans- 
mission an  integral  part  of 
our  business.  It  is  an  impor- 
tant part  of  our  becoming  a 
dynamic  force  in  providing 
integrated  telecommunica- 
tions services. 

Another  important  link  is 
Executone,  Inc.,  a  subsidiary 
of  Continental.  Executone 
provides  terminal  equip- 
ment, including  intercom, 
paging  and  PABX  systems 
for  businesses,  hospitals  and 
other  institutions.  And  cable 
TV  is  provided  in  selected 
markets  through  Omni 
Communications . 

Network  Analysis 
Corporation,  another  sub- 
sidiary of  Continental,  ties  it 
all  together.  It  gives  us  the 
advanced  know-how  to 
integrate  voice  and  data  net- 
works to  meet  customers' 
needs  in  the  rapidly  chang- 
ing world  of  telecommuni- 
cations. Which  brings  us  full 
circle.  From  Earth  to  the 
heavens  and  back. 

We  have  never  lost  sight 
of  our  primary  goals  as  a 
phone  company.  But  we 
hear  the  future  calling. 

E 

Continental  Telephone 
Corporation 


ce  looked  into 
/fnaintenance-free  batteries 
and  got  a  jump  on  the  market. 

Shouldn't  you  look  into  Grace? 


The  maintenance-free  battery  boom  is 
ten  years  old  and  going  strong. 

But  long  before  these  car  batteries 
became  popular,  Grace  was  busy 
improving  the  technology  that  made 
them  possible. 

The  secret  is  in  the  separators  that  keep 
the  positive  and  negative  plates  from 
touching.  They  have  to  be  tough 
enough  to  withstand  acid  attack.  And 
microporous  enough  to  allow  a  free 
flow  of  conducting  liquids. 

Through  a  series  of  technical  innovations, 
Grace's  Polyfibron  Division  has 


continued  to  lead  the  battery  separator 
industry  for  over  a  quarter  of  a  century. 

Yet  battery  separators  are  just  one 
of  Grace's  specialty  chemical  products. 
And  chemicals,  in  turn,  are  just  one 
part  of  Grace. 

Grace,  in  fact,  is  a  $6.0  billion  company 
with  balanced  interests  in  chemicals, 
natural  resources,  and  consumer  products. 

Since  1969,  the  company's  net  income  has 
grown  by  an  average  of  14%  annually. 
And  shareholders  have  been  receiving 
cash  dividends  for  47  consecutive  years. 


Our  annual  report  can  tell  you  more 
Send  for  it  by  writing  to 
W.R.Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  NY  10036,  Dept.  FB 

And  look  into  a  company 
that's  looking  out  for  America's 
automotive  needs. 

One  step  ahead  of  a 
changing  world. 

GRACE 

chemicals  •  natural  resources  •  consumer  products 


to,  may i 


THE  FORBES  PROFITS  500 


lank 
[O  1979 

Company 

Net 
1  profits 
($000,000) 

change 
over 
1979 

Cash 
flow 
($000,000) 

Cash 
flow 
rank 
1980 

Rank 
1980  1979 

Company 

Net 
profits 
($000,000) 

% 

over 
1979 

Cash 
flow 
($000,0001 

Cash 

rank 
1980 

I  205 

Houston  Natural  Gas 

196.7 

41.9 

292 

180 

201 

217 

Borden 

147.9 

10.3 

277 

205 

I.  142 

Middle  South  Utils 

195.9 

7.6 

92 

459 

202 

288 

Freeport  Minerals 

147.4 

45.4 

210 

261 

p  139 

General  Dynamics 

195.0 

5.3 

383 

134 

203 

132 

Dayton-Hudson 

146.7 

-23.6 

215 

259 

|)  123 

CBS 

193.0 

—3.9 

263 

219 

204 

265 

Cooper  Industries 

146.7 

31.2 

194 

282 

l>  239 

Warner-Lambert 

192.7 

OO.Z 

292 

181 

7ft<; 

I/O 

Amer  Broadcasting 

146.3 

-8.2 

190 

286 

L  76 

Continental  Corp 

192.5 

-^3.0 

565 

75 

206 

245 

Intl  Minerals  &  Chem 

145.9 

20.8 

286 

191 

t  187 

Revlon 

192.4 

'  26.0 

248 

230 

207 

125 

McDonnell  Douglas 

144.6 

-27.4 

252 

228 

R  111 

Kennecott 

192.4 

47.5 

324 

1 64 

208 

242 

Arizona  Public  Serv 

143.3 

17.9 

174 

309 

y  169 

Bendix 

191 .6 

17.8 

242 

237 

209 

274 

H  ]  Heinz 

142.9 

29.4 

J  78 

303 

1)  ■ 

Kaiser  Steel 

191.5 

294.9 

176 

307 

Z  1  u 

1  HQ 
i  oy 

FMC 

142.7 

-5.9 

300 

176 

155 

Detroit  Edison 

188.6 

7.1 

331 

157 

211 

199 

Time  Inc 

141.2 

-1.9 

237 

243 

\  153 

Martin  Marietta 

188.1 

5.7 

322 

168 

212 

305 

Texas  Oil  &  Gas 

141.1 

45.1 

324 

163 

loZ 

Motorola 

1 86. 1 

20.6 

329 

159 

213 

249 

Control  Data 

141.0 

18.2 

299 

177 

105 

Central  &  ooutn  west 

loo.U 

21.4 

iro 

ooy 

1  A  C 
140 

213 

174 

Household  Finance 

141.0 

—12.5 

458 

97 

1  /CO 

Kellogg 

1  QA  Q 
154.0 

1  1  7 

13.  / 

Z4Z 

Zoo 

lie 

Z  1 J 

077 

idl  1 

So  Natural  Resources 

139.5 

26.8 

282 

195 

r.  171 

Houston  Industries 

184.0 

13.7 

391 

127 

216 

233 

Baltimore  Gas  &  Elec 

139.4 

10.4 

282 

194 

194 

Panhandle  Eastern 

183.7 

24.1 

442 

104 

217 

196 

Times  Mirror 

139.2 

-5.0 

233 

244 

1  to 

Kerr-McGee 

1 82.2 

13.9 

426 

109 

218 

404 

Williams  Companies 

138.7 

99.7 

287 

187 

69 

Kimberly-Clark 

181.8 

-42.2 

294 

1 79 

219 

293 

Baker  International 

138.6 

39.4 

225 

254 

168 

Security  PaciHc 

181.3 

10.8 

380 

1  IT 

lot 

220 

203 

n      i  i 

Peoples  Energy 

137.6 

-2.0 

340 

155 

1  175 

Southern  Railway 

180.9 

12.6 

319 

171 

221 

122 

Warner  Commun 

137.1 

-31.7 

188 

287 

L  154 

Reynolds  Metals 

180.3 

1.8 

282 

193 

222 

212 

Stauffer  Chemical 

136.6 

0.5 

279 

200 

1  /CI 

loo 

Louisiana  Land 

ion  I 

loU.Z 

/C  /C 

o.o 

a  r\o 

1  lo 

223 

157 

Boise  Cascade 

136.3 

-22. 1 

237 

242 

141 

Pa  Power  &  Light 

1 79.8 

—1.3 

1 14 

414 

224 

258 

Walt  Disney 

135.2 

18.8 

186 

290 

415 

IU  International 

1 79.3 

163.3 

286 

190 

225 

214 

Ohio  Edison 

135.2 

0.3 

173 

3 10 

i  140 

United  Telecom 

177.3 

^.0 

54<* 

80 

226 

222 

Campbell  Soup 

134.6 

1.4 

210 

262 

215 

Chemical  New  York 

173.5 

28.8 

291 

182 

227 

262 

Pacific  Pwr  &  Lt 

133.9 

19.0 

264 

218 

;  ZOU 

Colgate-Palmolive 

I  f  O.Z 

OZ.O 

O  7  T 
LI  1 

in 

228 

209 

Scott  Paper 

133.5 

—2.6 

240 

238 

198 

Anheuser-Busch  Cos 

17  1  U 

19. 1 

1  AT 

1  CI 

loo 

229 

221 

NLT 

132.9 

-0.3 

290 

185 

184 

Columbia  Gas  Sys 

1 70.8 

1 1.4 

mi 
oyo 

124 

oo  / 

Hughes  Tool 

132.2 

56.3 

204 

268 

179 

St  Regis  Paper 

170.5 

7.6 

280 

198 

231 

296 

Fluor 

131.9 

33.7 

255 

224 

191 

Upjohn 

170.4 

14.0 

227 

251 

232 

243 

AMP 

131.3 

8.2 

188 

289 

19b 

General  Mills 

1 70.0 

15.6 

263 

220 

233 

202 

Mead 

128.6 

—8.8 

172 

311 

117 

Signal  Companies 

167.7 

—1 7.7 

239 

241 

234 

264 

Baxter  Travenol  Labs 

128.4 

14.7 

182 

294 

^  3  ^ 

OOD 

NL  Industries 

1  A  7  7 

10/./ 

yo.  / 

ZZo 

Z4y 

lie 
zoo 

1  oo 

LTV 

1  1  7  O 

111 .y 

1  c  o 

—  lo.y 

Zoz 

zZo 

166 

American  General 

167.4 

1.1 

758 

51 

236 

292 

Nabisco 

127.8 

28.1 

181 

297 

145 

Missouri  Pacific 

166.1 

-7.8 

269 

213 

237 

268 

Consolidated  Foods 

127.7 

14.6 

287 

188 

266 

Utd  Energy  Resources 

165.5 

48. 1 

279 

203 

238 

236 

Squibb 

127.4 

3.0 

158 

340 

I     i  on 

Union  Camp 

1  i  r  l 

loo.  1 

y.z 

O  70 

z/y 

ZU1 

239 

181 

Borg- Warner 

126. 1 

-19.0 

160 

335 

88 

Champion  Intl 

164.0 

—33.6 

405 

120 

240 

261 

i  '  1                  I                I     1-  t  Til 

Cleveland  Elec  Ilium 

125.4 

10.4 

181 

296 

229 

Ralston  Purina 

163.0 

27.2 

274 

209 

241 

204 

MCA 

125.4 

-9.8 

307 

174 

180 

Niagara  Mohawk  Pwr 

162.6 

4.2 

266 

217 

242 

235 

Norton  Simon 

124.7 

0.4 

180 

299 

185 

Carolina  Pwr  &  Lt 

1  A  1  A 

o.o 

OLQ 

1 OO 

243 

278 

Interco 

1Z4.0 

i  a  c 
lo.o 

1  /CO 
1  OU 

OOO 

193 

Crum  &  Forster 

161.3 

O  1 

o.  1 

1/LC 

Sob 

142 

244 

273 

Gillette 

124.0 

12. 1 

205 

267 

I  146 

r  W  Woolworth 

1 60.9 

—  10.6 

IOC 

255 

267 

Sterling  Drug 

123.3 

10.5 

159 

339 

f  192 

Ingersoll-Rand 

160.3 

7.3 

247 

231 

246 

256 

Continental  Tel 

122.9 

7.6 

375 

139 

|  164 

American  Cyanamid 

159.2 

-5.5 

327 

160 

247 

241 

Public  Service  Ind 

122.7 

-0.3 

226 

253 

ff  2.25 

American  Standard 

1 56.9 

1  O  7 

18.  / 

Z4U 

Old 

Zoy 

248 

391 

MAPCO 

122.3 

69.5 

208 

Z6o 

1 77 

Lincoln  National 

1 56.6 

—1.8 

779 

50 

249 

275 

Amer  Hospital  Supply 

122.2 

1 1.7 

203 

271 

14 I 

Southern  Pacific 

1 55.9 

—13.3 

343 

1 54 

7^ft 

ZUl 

Celanese 

122.0 

-13.5 

320 

169 

160 

Northwest  Industries 

155.4 

-9.8 

268 

214 

251 

238 

Wells  Fargo 

121.9 

-1.3 

243 

234 

207 

Carnation 

154.7 

12.1 

203 

270 

252 

79 

Bethlehem  Steel 

121.0 

-56.1 

444 

103 

251 

Union  Electric 

1 54. 7 

31. 1 

210 

260 

253 

281 

IC  Industries 

120.7 

13.5 

279 

199 

L 1  o 

General  Re 

1  ZA  A 
1  04.4 

i  ^  i 
1  o.o 

ICQ 
ooo 

1  ou 

254 

405 

Transco  Companies 

120.3 

71  C 

/o.o 

449 

i  n  l 
1U1 

400 

Cabot 

152.7 

1   1  £  o 

1  loo 

1  /LA 

no  7 

oil 

255 

200 

Safeway  Stores 

1 19.4 

-16.7 

335 

156 

216 

Gannett 

152.0 

13.4 

209 

264 

256 

228 

Consol  Natural  Gas 

118.5 

-7.7 

278 

204 

284 

Murphy  Oil 

150.5 

45.3 

622 

66 

257 

240 

Greyhound 

118.3 

^3.8 

170 

316 

311 

ENSERCH 

150.2 

60.2 

286 

189 

258 

252 

Amer  Natl  Resources 

118.2 

0.2 

462 

96 

220 

Owens-Illinois 

149.4 

11.9 

371 

141 

259 

300 

First  Intl  Bshs 

118.0 

20.5 

164 

328 

64 

Monsanto 

148.8 

-55.1 

668 

61 

260 

341 

Gulf  States  Utils 

117.2 

39.2 

186 

291 

Not  on  500  list  in  1979. 
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THE  FORBES  PROFITS  500 


% 

Cash 

% 

Net 

change 

Cash 

flow 

Net 

change 

Cash  1 

Rank 

profit  s 

flow 

rank 

Rank 

1980 

1979 

Company 

($000,000) 

1979 

($000,000) 

1980 

1 980 

1  1171) 

Company 

($000,000) 

!  979 

($000,0001  i 

261 

369 

St  Joe  Minerals 

117.1 

50.9 

230 

247 

321 

365 

Duquesne  Light 

93.0 

18.6 

152  j 

262 

257 

May  Dept  Stores 

116.9 

2.5 

■  275 

208 

322 

325 

Knight-Ridder  News 

92.9 

5.1 

1.38  i 

263 

302 

Combustion  Engnrng 

116.7 

19.5 

195 

281 

323 

290 

Beneficial  Corp 

92.8 

-6.6 

419 

264 

477 

Archer  Danls  Midland 

116.0 

105.5 

167 

318 

324 

285 

*  Timken 

92.6 

-9.3 

165  ; 

265 

183 

Eaton 

115.8 

-24.9 

221 

257 

Central  Tel  &  Utils 

92.5 

1  1.4 

253    '  I 

266 

303 

Air  Prods  &  Chems 

115.5 

18.4 

277 

206 

326 

309 

Winn-Dixie  Stores 

92.0 

-2.7 

175  j 

267 

234 

Corning  Glass  Works 

114.7 

-8.2 

149 

360 

327 

295 

(efferson-Pilot 

91.9 

-7.2 

147  i 

268 

289 

Melville 

114.7 

13.4 

169 

317 

328 

272 

Phelps  Dodge- 

91.3 

-17.6. 

1 63  i 

269 

159 

Hercules 

114.0 

-33.9 

252 

227 

329 

421 

Pioneer 

90.6 

38.0 

166  j 

270 

3 1 5 

Illinois  Pow  er 

1 13.6 

24.3 

165 

323 

Lucky  Stores 

90.5 

-7.8 

158  j 

271 

279 

Northwest  Bancorp 

113.5 

6.4 

166 

321 

331 

310 

Black  &  Decker 

90.1 

-4.6 

159  i 

272 

306 

Mellon  National 

112.5 

16.7 

164 

330 

332 

333 

Cincinnati  G  &  E 

90.0 

4.9 

1 19 

273 

346 

Tandy 

112.2 

34.9 

131 

386 

333 

304 

Ethyl 

89.7 

-8.0 

177  ] 

274 

230 

Avco 

112.2 

-7.6 

245 

233 

334 

336 

Capital  Holding 

89.5 

5.5 

203  : 

287 

First  Bank  System 

112.0 

10.1 

165 

325 

JJJ 

4U(i 

First  City  Bancorp 

89.0 

30.0 

137  j 

276 

317 

Lubrizol 

111.5 

22.8 

144 

370 

336 

359 

Northeast  Utilities 

88.8 

9.9 

228  1 

277 

246 

No  States  Power 

111.3 

-7.8 

279 

202 

337 

313 

McDermott 

88.4 

-4.9 

273  ; 

278 

186 

St  Paul  Companies 

110.4 

-27.8 

480 

90 

338 

328 

N  Y  State  Elec  &  Gas 

88.2 

0.9 

129  j 

279 

291 

Coastal  Corp 

109.5 

9.0 

291 

183 

339 

366 

Westvaco 

87.9 

12.8 

171  j 

480 

Holiday  Inns 

108.3 

93.7 

194 

283 

J^O 

Kidde 

87.4 

3.9 

125  j 

281 

208 

Safeco 

107.4 

-22.0 

109 

425 

341 

390 

Republic  of  Texas 

86.9 

20.0 

119  | 

282 

298 

Pacific  Lighting 

107.0 

9.2 

180 

300 

342 

361 

Norton 

86.7 

8.1 

131 

283 

286 

Farmers  Group 

106.9 

5.1 

172 

312 

343 

437 

Big  Three  Industries 

86.6 

37.8 

153  j 

284 

387 

Utah  Power  &  Light 

106.6 

46.8 

202 

273 

344 

374 

McGraw-Hill 

86.4 

12.3 

111 

TO /I 

Hilton  Hotels 

106.1 

6.9 

132 

384 

J'*  J 

322 

USLIFE 

86.3 

-3.2 

284 

286 

301 

Chubb 

105.4 

7.9 

166 

320 

346 

■ 

Portland  Genl  Elec 

86.2 

86.9 

158 

287 

343 

Pillsbury 

104.7 

25.4 

182 

293 

347 

320 

Northrop 

86.1 

-A.l 

98  < 

288 

224 

City  Investing 

104.5 

-21.2 

446 

102 

347 

162 

Textron 

86.1 

-49.3 

154  j 

289 

332 

Standard  Brands 

104.4 

20.9 

180 

301 

349 

231 

American  Can 

85.7 

^2.7 

242  : 

290 

American  Petrofina 

104.3 

25.4 

177 

304 

j  jU 

■ 

Polaroid 

85.4 

136.3 

148 

291 

344 

General  Signal 

104.2 

25.2 

135 

381 

351 

326 

G  D  Searle 

85.3 

-3.0 

165 

292 

339 

Potomac  Elec  Power 

104.1 

23.4 

250 

229 

352 

408 

Irving  Bank 

85.3 

24.9 

145 

293 

456 

Tesoro  Petroleum 

104.0 

75.4 

131 

388 

353 

372 

Tektronix 

85.1 

10.3 

117 

294 

355 

Allegheny  Power 

103.7 

26.8 

201 

275 

354 

481 

Public  Service  Colo 

85.0 

52.4 

162 

295 

1 1  ^ 

Z  I  o 

National  Distillers 

103.3 

-23.9 

158 

343 

Allied  Stores 

83.9 

-6.9 

130 

296 

377 

R  H  Macy 

103.0 

34.8 

150 

358 

356 

232 

National  Steel 

83.8 

-33.8 

105 

297 

323 

Dun  &  Bradstreet 

102.7 

15.7 

139 

373 

357 

345 

Kemper 

83.1 

-0.1 

488 

298 

340 

First  Natl  Boston 

102.1  ' 

21.3 

166 

322 

358 

388 

Square  D 

83.1 

14.5 

1 10 

299 

270 

Whirlpool 

101.7 

-8.3 

137 

377 

359 

■ 

E  F  Hutton  Group 

82.6 

121.7 

116 

300 

AA/i 

Homestake  Mining 

101.6 

65.5 

93 

456 

jOU 

Wisconsin  Elec  Pwr 

82.5 

-0.1 

201 

301 

353 

Texas  Commerce  Bshs 

101.5 

23.2 

148 

361 

361 

376 

MGIC  Investment 

82.2 

7.2 

147 

302 

329 

NICOR 

101.4 

16.0 

239 

240 

362 

71 

Burroughs 

82.0 

-73.2 

348 

303 

445 

Mitchell  Enrgy  &  Dev 

100.8 

64.1 

230 

248 

363 

482 

Centl  Louisiana  Engy 

81.7 

47.0 

140 

304 

354 

Marsh  &  McLennan 

100.7 

22.5 

103 

435 

364 

378 

Burlington  Inds 

81.3 

6.7 

233  2 

305 

Chesebrough- Pond's 

100.2 

21.3 

129 

392 

J/.C 
JOJ 

1  A  V 

248 

PACCAR 

81.1 

-32.5 

84  t 

306 

319 

Gt  Northern  Nekoosa 

99.1 

9.7 

192 

285 

366 

485 

Hospital  Corp  of  Am 

81.0 

47.3 

159  j 

307 

269 

Colt  Industries 

97.8 

-12.2 

156 

345 

367 

■ 

Santa  Fe  Intl 

80.9 

390. 1 

259  2 

308 

219 

Crown  Zellerbach 

97.4 

-27.1 

274 

210 

368 

255 

lohns-Manville 

80.6 

-29.7 

181  2 

309 

367 

Intel 

96.7 

24.3 

154 

348 

369 

379 

Pan  Am  World  Airways 

80.3 

5.4 

314  1 

310 

Quaker  Oats 

96.4 

14.1 

161 

334 

433 

Harris  Corp 

79.7 

26.3 

152  j 
 . 

311 

254 

Crocker  National 

95.7 

-18.1 

204 

269 

371 

420 

Houston  Oil  &  Min 

79.6 

21.2 

2. 

312 

167 

Dana 

95.7 

-41.7 

156 

346 

372 

490 

Smith  International 

79.1 

44.7 

1 18  j 

313 

318 

Combined  lnternatl 

95.6 

5  5 

183 

292 

373 

418 

Overseas  Shipholding 

79.1 

20.0 

1  12  j 

314 

77 

Mesa  Petroleum 

95.2 

-66.7 

220 

258 

374 

414 

Sundstrand 

78.9 

17.7 

134  I 

315 

364 

Texas  Gas  Transmn 

95.1 

20.3 

198 

277 

375 

1  1  a 
1  1  -4 

Reliance  Group 

78.6 

-62.3 

196  2 


316 

237 

United  States  Gypsum 

94.4 

-23.6 

147 

365 

376 

422 

Gulf  United 

78.5 

20.6 

181  I 

31"' 

334 

Kroger 

94.4 

10.1 

209 

263 

377 

462 

Cameron  Iron  Works 

78.3 

34.0 

1 12  I 

318 

308 

Rohm  &  Haas 

93.7 

-1.8 

194 

284 

378 

363 

Belco  Petroleum 

77.9 

-1.5 

153  1 

319 

475 

Penn  Central 

93.6 

64.2 

262 

221 

379 

399 

So  New  England  Tel 

77.8 

10.4 

226  2 

320 

211 

Delta  Air  Lines 

93.2 

-31.9 

311 

173 

380 

412 

Southland 

77.7 

15.1 

176  3 

Not  on  500  list  in  1979. 
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You  shouldn't  have  to  pay 
anagement  consultants 


r  things  your  own  people 
can  do. 


The  whole  point  of  hiring  consultants 
s  to  get  know-how  and  experience  your 
Dwn  people  lack. 

But  the  way  we  look  at  it,  consul- 
ants  ought  to  work  closely  with  your 
Deople  each  step  of  the  way. 

And  give  them  the  kind  of  specific 
advice  and  technical  support  your  situa- 
ion  calls  for. 

The  result  is  that  at  some  point  your 
Deople  should  be  able  to  take  over, 
hemselves. 


With  our  techniques^  example, your  people  could 
easily  do  transactional  financial  modeling. 


The  sooner  this  happens,  the  better 
for  your  organization  [and  incidentally 
the  lower  your  consulting  costs  are  iikel^ 
to  be). 

That,  in  a  nutshell,  is  the  way 
we  serve  clients  in  our  Management 
Advisory  Services  [MAS]  group  at 
Deloitte  Haskins  &  Sells. 

And  it  does  make  a  difference. 
You,  for  example,  might  come  to 
us  for  any  number  of  reasons. 

An  objective  look  at  your  electronic 
data  processing,  maybe.  Or  perhaps  a 
review  of  your  administrative  controls  or 
cost  controls. 

Whatever  the  assignment,  you'll  fine 
that  we  understand  the  importance  of 
making  a  timely  exit. 

If  you'd  like  to  know  more 
about  our  consulting  approach,  call 
our  nearest  office  for  an  infor- 
mative MAS  booklet. 

Or  write:  Deloitte  Haskins 
&  Sells,  1114  Avenue  of  the 
Americas,  N.Y., 

NY.  10036.  DeloitiE 
Haskins  Sells 

Beyond  the  bottom  line 


981  Deloitte  Haskins  &  Sells 


AT  SPERRY, 
JSTENING IS NOT 
A  9T05  JOB. 

A  listener  loose  in  a  world  of 
Ikers  has  one  unbeatable  edge:  the 
iw  of  new  ideas  through  his  ears 
i  his  mind  never  stops. 

It's  been  said  there's  at  least  one 
dng  to  learn  from  everyone  one 
ieets.  Provided  one  bothers  to  listen. 

Unfortunately  for  most  people, 
o  one  ever  bothered  to  teach  us  how. 

Which  is  why  listening  training 
available  to  Sperry  employees, 
worldwide. 

Helping  our  people  become  better 
iteners  helps  make  us  a  better 
jrporatbn. 

For  one  thing,  it  eliminates  the 
normous  costs  of  simple  listening 
rrors. 

But  more  than  that,  it's  making 
ur  employees  better  thinkers.  Better 
roblem  solvers.  And  ultimately, 
lore  open  to  the  original  and 
nexpected. 

That's  the  most  compelling  reason 
fall  for  learning  to  listen. 

You  never  know  where  the  next 
reat  idea  is  coming  from. 


We  understand  how  important  it  is 
to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  Holland 

farm  equipment,  Sperry  Vickers  fluid  power  systems, 
and  guidance  and  control  equipment  from  Sperrv  division 
and  Sperry  Flight  Systems. 


To  learn  more  about  listening ,  write  to  Sperry, 
Dept.Ci, 1290  Avenue  of  the  Americas.  NewYork,  NX  10104 


THE  FORBES  PROFITS  500 


%  , 

Cash 

iNet 

change 

Cash 

flow 

Rank 

profits 

over 

flow 

rank 

1980 

1979 

Company 

($000,000) 

1979 

($000,000) 

1980 

381 

493 

Pittston 

77.4 

42.2 

179 

302 

382 

410 

Heublein 

77.4 

13.6 

1 16 

410 

383 

385 

Masco 

77.2 

5.6 

102 

436 

384 

384 

New  England  Electric 

76.4 

3.9 

123 

402 

385 

478 

Amfac 

76.1 

35.0 

127 

395 

386 

483 

Cincinnati  Milacron 

75.6 

36.4 

103  • 

434 

387 

427 

Pitney  Bowes 

75.1 

18.3 

153 

350 

388 

298 

)itn  Walter 

74.7 

-23.7 

54 

500 

389 

356 

North  Amer  Philips 

74.5 

-8.9 

127 

396 

390 

■ 

Richardson-Vicks 

74.5 

18.3 

87 

468 

391 

380 

NBD  Bancorp 

74.4 

-1.6 

106 

428 

392 

452 

Petrolane 

74.0 

22.9 

130 

390 

393 

■ 

A  E  Staley  Mfg 

73.8 

212.4 

114 

413 

394 

448 

Ark  Louisiana  Gas 

73.4 

20.7 

145 

367 

395 

472 

Dover 

73.2 

28.3 

91 

461 

396 

401 

Crown  Cork  &  Seal 

73.2 

4.0 

122 

403 

397 

283 

Gould 

72.5 

-31.6 

123 

401 

398 

430 

Nalco  Chemical 

72.3 

14.2 

86 

470 

399 

375 

No  Indiana  Pub  Svc 

72.2 

-6.0 

172 

313 

400 

396 

Marriott 

72.0 

1.5 

150 

356 

401 

■ 

Reading  &  Bates 

71.9 

103.1 

111 

421 

402 

■ 

Alexander  &  Baldwin 

71.9 

103.6 

92 

460 

403 

492 

Avnet 

71.7 

31.7 

79 

481 

404 

■ 

Kaneb  Services 

71.6 

46.7 

116 

412 

405 

487 

Public  Service  N  M 

71.4 

30.4 

83 

478 

406 

428 

Amsted  Industries 

71.2 

12.3 

96 

449 

407 

■ 

Rowan  Companies 

71.2 

117.2 

125 

399 

408 

426 

Capital  Cities  Comm 

70.8 

11.0 

87 

469 

409 

449 

GK  Technologies 

70.2 

15.5 

91 

463 

410 

425 

Vulcan  Materials 

69.9 

9.5 

125 

398 

411 

471 

Roadway  Express 

69.7 

21.8 

123 

400 

412 

349 

Ohio  Casualty 

69.6 

-16.1 

148 

362 

413 

457 

Jack  Eckerd 

69.3 

16.8 

90 

465 

414 

429 

R  R  Donnelley  &  Sons 

69.0 

8.9 

128 

394 

415 

■ 

Kansas  City  Pwr  &  Lt 

68.7 

88.0 

105 

431 

416 

454 

Fort  Howard  Paper 

68.7 

14.8 

100 

441 

417 

459 

CBI  Industries 

68.5 

16.6 

1 18 

407 

418 

■ 

Perkin-Elmer 

68.2 

35.6 

93 

455 

419 

424 

Seafirst 

68.2 

■5.8 

122 

404 

420 

■ 

General  Instrument 

68.1 

33.2 

109 

423 

421 

383 

Florida  Power 

68.1 

-7.4 

188 

288 

422 

373 

American  Natl  Ins 

68.0 

-11.7 

200 

276 

423 

413 

Blue  Bell 

67.9 

0.9 

93 

454 

424 

440 

Genuine  Parts 

67.8 

9.9 

79 

483 

425 

460 

Toledo  Edison 

67!2 

14.6 

84 

475 

426 

496 

Emhart 

67.0 

24.8 

97 

447 

427 

466 

Foremost-McKesson 

66.8 

15.7 

82 

479 

428 

458 

Boston  Edison 

66.8 

13.4 

135 

380 

429 

382 

Provident  Life  &  Acc 

66.7 

-9.9 

195 

280 

430 

398 

GATX 

66.0 

-7.0 

221 

256 

431 

431 

Lear  Siegler 

65.7 

3.9 

94 

450 

432 

451 

Liberty  Natl  Ins  Hold 

65.6 

8.5 

207 

266 

433 

■ 

Oklahoma  Gas  &  Elec 

65.3 

30.0 

129 

391 

434 

407 

Adolph  Coors 

65.0 

-5.1 

133 

383 

435 

443 

Dayton  Power  &  Light 

64.8 

5.3 

83 

477 

436 

439 

Becton,  Dickinson 

64.7 

4.5 

103 

433 

437 

■ 

Humana 

64.6 

58.0 

145 

369 

438 

■ 

Valero  Energy 

64.2 

337.7 

91 

462 

439 

474 

So  Carolina  E  &  G 

63.7 

11.7 

88 

467 

440 

500 

ARA  Services 

63.2 

20.2 

141 

371 

INet 

% 
change 

Rank 

profits 

over 

flow 

1980 

1979 

Company 

($000,000) 

1979 

|  $000, 000) 

441 

444 

Intl  Flavors  &  Frag 

63.2 

2.9 

71 

442 

■ 

Alaska  Interstate 

63.1 

380.5 

66 

443 

263 

First  Chicago 

63.0 

^t3.8 

156 

444 

489 

Southland  Royalty 

62.3 

13.8 

151 

445 

498 

Hershey  Foods 

62.1 

16.0 

102 

446 

351 

B  F  Goodrich 

61.7 

-25.3 

164 

447 

416 

Fuqua  Industries 

61.7 

-7.4 

101 

448 

360 

National  Gypsum 

60.7 

-24.4 

97  I 

449 

■ 

U  S  Air 

60.4 

80.7 

111 

450 

280 

Louisiana-Pacific 

60.0 

-43.6 

150 

451 

■ 

Public  Service  N  H 

59.8 

47.0 

61 

452 

■ 

Joy  Manufacturing 

59.7 

20.1 

84 

453 

455 

GEICO 

.  59.6 

0.2 

94 

454 

■ 

Foster  Wheeler 

59.4 

23.9 

65 

455 

423 

Lone  Star  Industries 

59.2 

-8.5 

94 

456 

■ 

Dow  Jones 

58.9 

15.3 

74 

457 

411 

Willamette  Inds 

58.9 

-13.3 

105 

458 

497 

Tucson  Electric  Pwr 

58.4 

9.1 

101 

459 

468 

Ogden 

58.2 

1.3 

109 

460 

403 

Carter  Hawley  Hale 

58.1 

-16.7 

132 

461 

■ 

General  American  Oil 

58.0 

65.6 

151 

462 

■ 

Republic  New  York 

57.7 

82.5 

'05 

463 

■ 

U  S  Bancorp 

57.5  ' 

10.8 

82 

464 

■ 

Whittaker 

57.5 

22.9 

77 

465 

■ 

Pioneer  Hi-Bred  Intl 

57.2 

45.7 

66 

466 

436 

White  Consolidated 

57.0 

-9.4 

94 

467 

■ 

AMF 

56.6 

7.6 

1 13 

468 

435 

Ryder  System 

56.5 

-10.2 

266 

469 

■ 

Alexander  &  Alexander 

56.4 

9.4 

71 

469 

■ 

Cox  Broadcasting 

56.4 

35.0 

93 

471 

■ 

Parker-Hannifin 

56.0 

11.5 

84 

472 

■ 

Marine  Midland  Bks 

55.9 

40.3 

136 

473 

■ 

Jewel  Companies 

55.9 

10.3 

102 

474 

■ 

Shearson  Loeb  Rhoades 

55.8 

178.0 

55 

475 

■ 

Wal-Mart  Stores 

55.7 

35.3 

74 

476 

■ 

Indianapolis  Pwr  &  Lt 

55.6 

6.1 

98  1 

477 

■ 

Super  Valu  Stores 

55.6 

22.6 

89 

478 

■ 

Wheelabrator-Frye 

55.3 

29.6 

69 

479 

■ 

National  Can 

55.0 

18.2 

91 

480 

330 

Koppers 

55.0 

-36.4 

138 

481 

■ 

Waste  Management 

54.9 

49.4 

107 

482 

■ 

Eastern  Gas  &  Fuel 

54.8 

14.3 

1 1 1 

483 

■ 

Data  General 

54.7 

9.8 

86 

484 

469 

Twentieth  Century-Fox 

54.6 

-4.8 

78 

485 

■ 

Fairchild  Industries 

54.5 

36.4 

97 

486 

276 

Owens-Corning  Fbrgls 

54.3 

-50.3 

161 

487 

■ 

Alleghany 

54.3 

12.3 

441 

488 

■ 

Northwest  Energy 

54.1 

31.0 

107 

489 

■ 

Pogo  Producing 

54.0 

29.2 

139 

490 

■ 

Zale 

54.0 

25.6 

64 

491 

■ 

SCM 

53.9 

13.7 

93 

492 

■ 

Baldwin-United 

53.7 

4.5 

359 

493 

282 

Clark  Equipment 

53.5 

-49.6 

75 

494 

■ 

Bally  Manufacturing 

53.5 

15.4 

96 

495 

■ 

Valley  Natl  Bk  Ariz 

53.2 

14.4 

83 

496 

■ 

Iowa  Beef  Processors 

53.2 

24.4 

70 

497 

392 

Colonial  Penn  Group 

53.1 

-25.9 

171 

498 

447 

Ideal  Basic  Inds 

52.8 

-13.4 

97 

499 

■ 

Anderson,  Clayton 

52.7 

8.1 

61 

500 

488 

Consolidated  Papers 

52.6 

-4.0 

79 

Not  on  500  list  in  1979. 
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now  benefit  from 
ird  Chartered  Bank 
5  joined  forces  to 
•chase  and  use  with 


IralJy  to  Standard 
tonal  bank  formed 
Ind  The  Chartered 


Travellers  all  over  the  wc 

the  combined  strength  of  th« 
and  Visa,  two  great  names  w 
offer  travellers'  cheques  you 
confidence, 

Successful  partnerships  come  na 
Chartered,  the  London-based  interna 
by  the  merger  of  The  Standard  Bajtk . 
Bank.  With  more  than  1500  offkesln  |ome  sixty  countries 
around  the  world,  Standard  Chartered  isBritain's  largest 
independent-  international  bank. 

Standard  Chartered/Visa  Travellers'  Cheques  are 
easy  to  buy,  honoured  the  world  over  and  readily 
refundable  through  a  worldwide  network  of  refund 
locations.  Wherever  you  see  the  Standard 
Chartered/Visa  sign,  you  know_ 
you're  travelling  with  the  right 
company. 


Standard  Chartered 

VisaTravellers  Cheques 

A  great  partnership  for  travellers  to  bank  on. 


THE  FORBES  ASSETS  500 


The  500  companies  below  had 
combined  assets  of  over  $3  trillion, 
and  the  smallest  company  on  the  list 
had  over  $1.5  billion.  But  it's  not 
how  much  in  assets  you  have,  it's 
why — and  what  you  do  with  them. 


i 


F  THERE  IS  ANY  POINT  the  FORBES 

500s  make  crystal  clear,  it  is  that  a 
single  measure  of  a  company  is  not 
enough.  Total  assets  of  the  500  compa- 
nies listed  here,  for  example,  came  to 
$3,168,863,578,000,  up  11.6%  from 
1979.  Those  $3  trillion-plus  assets  helped 
generate  a  16.2%  average  increase  in  rev- 
enues for  the  same  companies.  Profits?  A 
mere  4.3%  average  increase.  Moral:  It's  not  how  much  in  assets 
you  have,  but  what  kind  of  return  you  get  on  them. 

Take  the  banks.  They  almost  always  dominate  the  assets  list; 
all  but  two  of  the  top  ten  are  banks  or  financial  institutions.  But 
in  assets  growth,  the  banks  are  all  over  the  lot,  a  reflection  of 
their  differing  strategies — particularly  their  varying  degrees  of 
aggressiveness  in  money  market  investments. 

A  good  example  can  be  found  in  the  two  biggest  banks  of  all. 
Citicorp  passed  BankAmerica  in  total  assets  to  become  not  only 
the  biggest  bank  in  America  but  also  the  second-largest  U.S. 
corporation.  That  was  achieved  on  moderate  growth  of  8% 
(compared  with  22%  in  1979).  Assets  of  Citibank's  West  Coast 
rival  barely  grew  at  all — just  3% — the  result  of  a  deliberate 
decision  by  BankAmerica  to  concentrate  on  earnings.  The  re- 


Rank 
1980  1979 

Company 

Assets 
($000,000) 

% 
change 
over 
1979 

1  1 

American  Tel  &  Tel 

125,451 

10.3 

2  3 

Citicorp 

114,920 

8.0 

3  2 

BankAmerica 

111,617 

3.0 

4  4 

Chase  Manhattan 

76,190 

17.7 

5  5 

Fed  Natl  Mortgage 

58,470 

14.0 

suits  in  profits  (see  p.  228)  reflectec 
strategy.  BankAmerica  earned  $144 
lion  more  than  Citicorp  in  1980. 

The  biggest  jumps  in  assets,  how< 
were  by  acquisition-minded  industi 
Wheelabrator-Frye,  nearly  triplinj 
$1.9  billion  with  the  Pullman  acq 
tion,  made  the  Assets  500  list  foil 
first  time.  Revlon,  rapidly  expani 
into  health  care,  grew  by  53.7%.  Shearson  Loeb  Rho 
nearly  doubled,  coming  from  nowhere  to  364  on  the  list. 

As  for  asset  losses,  some  were  due  to  forced  divestituresi 
pressures  facing  companies  in  troubled  industries.  El  Paso 
big  pipeline  operator,  had  to  write  down  $365  million  oi 
Algerian  LNG  project. 

But  often  asset  losses  were  deliberate  strategy  decision; 
International's  assets  dropped  37.9% — and  off  the  list- 
result  of  swapping  its  Canadian  Utilities  holdings  for 
million  of  its  own  shares,  which  it  retired.  And  Perm  Cent) 
assets  shrank  49.4%  following  its  $2.1  billion  settlement 
the  U.S.  government  when  it  finally  took  off  its  books  rail 
assets  transferred  to  Conrail  in  1976 — but  its  stockholt 
equity  more  than  doubled. 
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Mixing  business  with  pleasure 
Centers  growth  formula  for  the  80': 


Centel  is  reaching  into  two 
exciting  new  fields  with  unlim- 
ited growth  potential. 

Business  communication 
systems. 

And  cable  television. 

That  means  we're  generating 
substantial  new  revenues  and 
earnings  around  the  clock  by 
supplying  our  markets  with 
diverse  telecommunications 
services  during  the  day  and 
entertainment  at  night. 

You  might  say  we're  mixing 
business  with  pleasure.  And  it's 
already  paying  off  in  a  big  way. 

For  example,  the  recent 
acquisitions  of  Fisk  Telephone 
and  Livingston  Communica- 
tions make  Centel  #1  in  sales 
of  business  phone  systems  in 


the  nation.  So,  we're  firmly  posi- 
tioned in  a  billion  dollar  market 
that  promises  to  be  one  of 
the  fastest  growing  areas  of 
communications  throughout 
the  decade. 

Cable  TV  is  also  exploding  into 
the  80's.  And  we're  growing  right 
along  with  it  by  adding  new 
cable  television  franchises  and 
acquiring  operating  systems 
in  expanding  communities. 

With  a  cable  TV  and  master 
antenna  base  expanding  from 
zero  to  100,000  customers  in 
two  years,  Centel  has  become 
one  of  the  nation's  major 
operators. 

Revenues  from  sales  of  our 


cable  TV  and  business  commu- 
nications systems  have  grown 
to  over  $100  million  a  year. 

That's  more  than  10%  of  our 
revenues  and  sales  from  busi- 
nesses we  weren't  even  in  three 
years  ago. 

Systems  for  business  com- 
munications. Cable  television. 
And  America's  fifth  largest 
telephone  company  with  ser- 
vice areas  concentrated  in  the 
Sunbelt.  That's  a  good,  solid 
steady  growth  base  to  build  on 
in  the  80's. 


CENTRAL  TELEPHONE  &  UTILITIES 

COME  GROW  WITH  US. 


THE  FORBES  ASSETS  500 


Rank 
1980  1979 


Company 


change 
Assets  over 
|$000,000)  1979 


6 

6 

Exxon 

56,577 

1 4.3 

7 

7 

Mfrs  Hanover 

55,522 

1 6. 5 

8 

8 

|  P  Morgan 

51,991 

19.6 

9 

10 

Continental  Illinois 

42,089 

17.6 

10 

9 

Chemical  New  York 

41,342 

5.0 

1 1 

1 3 

Aetna  Lite  &  Cas 

35,753 

1 8.3 

Ml 

1 1 

General  Motors 

34,455 

7.6 

13 

12 

Bankers  Trust  N  Y 

34,202 

10.5 

14 

16 

Mobil 

32,705 

18.9 

15 

15 

Western  Bancorp 

32,1 10 

8.2 

16 

14 

First  Chicago 

28,699 

1  / 

18 

Intl  1  el  «.  I  el 

28,378 

8.4 

18 

17 

Sears  Roebuck 

28,169 

6.0 

19 

19 

Security  Pacific 

27,794 

11.5 

20 

20 

IBM 

26,703 

8.9 

22 

Texaco 

zo,4oU 

1  C  C\ 

22 

21 

Ford  Motor 

24,335 

3.5 

23 

23 

Wells  Fargo 

23,638 

14.8 

24 

26 

Standard  Oil  Calif 

22,140 

22.4 

25 

24 

Travelers 

21,638 

12.9 

zu 

28 

standard  uil  ind 

20, 1 67 

1 7.6 

T  C 

Zj 

tjrenerai  lei  &  fclec 

19,720 

28 

29 

American  Express 

19,709 

15.2 

29 

32 

Crocker  National 

19,063 

18.1 

30 

27 

Gulf  Oil 

18,638 

8.0 

o  l 

General  Electric 

1 8,5 1 1 

11.2 

32 

ou 

Irving  Bank 

l  w  nun 

O.o 

33 

33 

Shell  Oil 

17,615 

9.2 

34 

34 

Marine  Midland  Bks 

17,480 

1  1.1 

35 

35 

Connecticut  General 

16,742 

12.0 

oO 

Atlantic  Richfield 

1  o,oUj 

zu.u 

o/ 

oo 

Mellon  National 

1 6, 1 56 

19.6 

38 

37 

First  Natl  Boston 

15,948 

15.9 

39 

39 

Northwest  Bancorp 

14,395 

15.9 

40 

42 

Tenneco 

13,853 

19.1 

A  3 

rirst  intl  Dsns 

1  1  70  1 

19.8 

42 

1  l 
4  I 

First  Bank  System 

1  O    A  7C 

io,4  f  3 

i  i  i 

1 1. J. 

43 

46 

Merrill  Lynch 

13,246 

25.5 

44 

40 

H  F  Ahmanson 

13,110 

8.0 

45 

56 

Standard  Oil  Ohio 

12,080 

31.2 

A  C 

Republic  of  Texas 

1 1,867 

9.9 

/ 

United  States  Steel 

1 1,748 

6.5 

48 

49 

Dow  Chemical 

11,538 

12.5 

49 

47 

Southern  Company 

11,467 

8.7 

50 

48 

Pacific  Gas  &  Elec 

11,295 

9.5 

55 

Texas  Commerce  Bshs 

1 1,287 

21.9 

CI 

Dz 

First  City  Bancorp 

1 1,275 

18.6 

53 

57 

Commonwlth  Edison 

11,135 

11.2 

54 

54 

Conoco 

11,036 

18.5 

55 

71 

Sun  Company 

10,955 

46.8 

56 

64 

American  Elec  Power 

10,952 

24.7 

57 

51 

NBD  Bancorp 

10,869 

14.3 

58 

59 

INA 

10,604 

18.0 

59 

58 

Bank  of  New  York 

10,423 

15.9 

60 

53 

Gt  Western  Financial 

10,253 

8.4 

Rank 
1980  1979 


Company 


change- 
Assets  over 
($000,000)  1979 


A1 
01 

OD 

....  . 
Phillips  Petroleum 

Q  844 

1 5  6 

1)Z 

en 
DU 

First  Charter  Finl 

9  676 

1  T. 

63 

63 

Union  Carbide 

9,659 

9.7 

64 

66 

Seafirst 

9,588 

14.1 

65 

61 

E  I  du  Pont 

9,560 

6.9 

66 

DZ 

Loews 

9  1 25 

3  2 

67 

68 

Transamerica 

8,887 

1 1.3 

68 

70 

Eastman  Kodak 

8,747 

15.9 

69 

69 

Lincoln  National 

8,470 

9.0 

70 

67 

Beneficial  Corp 

8,300 

1.0 

71 

90 

Getty  Oil 

8,267 

37.0 

72 

72 

Pfintincnt^l  1  f\m 
V   <  U  1  1 1 1 1 1.  M  1 .1 1 

8  216 

1 0  2 

73 

75 

So  Calif  Edison 

7,734 

10.8 

74 

76 

City  Investing 

7,689 

12.0 

75 

■ 

CSX 

7,523 

6.2 

76 

73 

VUI13U1  lUd  ICU  1..U1MIM 

7  460 

4.6 

77 

87 

o  f 

Priilin  llni  rn 

I    111111!    .Mill  lis 

7  366 

15  5 

78 

86 

R  J  Reynolds  Inds 

7,355 

14.5 

79 

81 

Xerox 

7,349 

12.1 

80 

83 

Imperial  Corp  of  Am 

7,347 

12.7 

81 

84 

.'nUUH    TCI!  111  KJ  HIS 

7  335 

1 2  8 

82 

85 

'    IlltCU    1  I  I  .'IIIUMI^U  s 

7  326 

1 4.0 

83 

82 

American  General 

7,293 

1 1.4 

84 

88 

NCNB 

7,176 

12.7 

85 

92 

RCA 

7,146 

19.3 

86 

74 

Harris  Bankcorp 

6,905 

-2.9 

87 

97 

!\ E 1 1  (.  ( 1  L»I  1 1  lllll  VrltlUp 

u,  you 

20  5 

88 

79 

Household  Finance 

6,841 

2.8 

89 

77 

Westinghouse  Elec 

6,813 

-0.1 

90 

91 

Union  Oil  California 

6,772 

12.6 

91 

89 

Pub  Svc  Elec  &  d  js 

6  725 

10.2 

92 

104 

f~\c  pi  rip  nt  a  1  Pptrnl  pii  m 
wtviut nidi  l  triiuicuiii 

6  630 

19.2 

93 

80 

Chrysler 

6,618 

-0.5 

94 

78 

Control  Data 

6,568 

-3.2 

95 

98 

Procter  &  Gamble 

6,553 

15.7 

96 

95 

Texas  Utilities 

6,553 

12.6 

97 

93 

wa   1   iv  l  11  H    (X  l  UrVCl 

6  49 1 

8.9 

98 

142 

Republic  New  York 

6,447 

46.2 

99 

100 

Duke  Power 

6,328 

12.5 

100 

96 

Engelhard  Minerals 

6,301 

8.6 

101 

101 

Consumers  Power 

6,277 

12.5 

102 

103 

Pittcnii  r t t  Ii    \    i  t  i  in)  1 1 

6  225 

119 

103 

94 

Philadelphia  Natl 

6,210 

5.0 

104 

121 

Union  Pacific 

6,195 

21.8 

105 

99 

K  mart 

6,102 

8.2 

106 

1  HA 

... 

v^aterpillar  lractor 

a  now 

1  1  Q 
iz.y 

107 

1  XI 

First  Boston 

D,WZ 1 

ZiJ.  1 

108 

131 

Boeing 

5,931 

21.1 

109 

130 

Amerada  Hess 

5,895 

20.3 

110 

122 

J  C  Penney 

5,863 

15.5 

111 

124 

Southeast  Banking 

5,854 

16.4 

112 

111 

Northern  Trust 

5,849 

9.2 

113 

1 12 

Avco 

5,844 

10.2 

114 

113 

Intl  Harvester 

5,843 

1  1.4 

115 

105 

Monsanto 

5,796 

4.6 

Rank 
1980  1979 


cf 


Company 


Assets 
($000,000] 


116 

108 

W  ichiit'jn   \    i  '  i  1 1  ■  i  t ! 
*  1  1 1 1 1       1 1     \Ji  lOll.t) 

^  7^7 

1 1 7 

1  1 8 

r^fttrrtit  FHiLiin 
I'l  IMIII    I  Ul  ■(HI 

^  7A1 
D,  /  'tZ 

1 
I 

118 

115 

Valley  Natl  Bk  Ariz 

5,733 

1 

119 

102 

Walter  E  Heller  Intl 

5,728 

120 

114 

Phila  Electric 

5,703 

121 

1 23 

DFTROITRAMK 

L/C  1  Iv  V  / 1  1  I )  .A .  \ 

5  668 

1 
1 

122 

120 

U/  ii'ltiii  i'i 
vvaCllUVld 

5  654 

1 
1 

123 

107 

AmeriTrust 

5,602 

124 

160 

Golden  West  Finl 

5,579 

4 

125 

60 

First  Pennsylvania 

5,497 

-3 

126 

133 

FInriHa  Pnwpr       1  t 

5  492 

1 

127 

1 28 

National  City 

128 

137 

Mercantile  Texas 

5,460 

1 

129 

117 

Gulf  &  Western  Inds 

5,417 

130 

110 

Goodyear 

5,368 

131 

135 

Cities  Service 

5  358 

J 

132 

125 

Wniilhpni  1'  9  fill/' 
'"Ul  IK  111    1  JUIK 

5  330 

133 

180 

Continental  Group 

5,321 

1 

134 

156 

A  MAX 

5,276 

3 

135 

148 

Burlington  Northern 

5,267 

2 

136 

143 

Schlumberger 

5,242 

I 

137 

129 

Weyerhaeuser 

5,239 

138 

140 

Rainier  Bancorp 

5^222 

1 

139 

1  16 

Bethlehem  Steel 

5,207 

140 

150 

Deere 

5,202 

2 

141 

134 

International  Paper 

5,197 

142 

136 

5  188 

] 

143 

178 

Teledyne 

5,146 

4 

144 

138 

Minn  Mining  &  Mfg 

5,046 

1 

145 

146 

Marathon  Oil 

5,043 

1 

146 

127 

General  Public  Utils 

5,043 

147 

126 

BancOhi  o 

5,002 

_l 

148 

141 

U  S  Bancorp 

4,879 

1 

149 

139 

Manufacturers  Natl 

4,769 

150 

158 

Halliburton 

4,724 

21 

151 

196 

F  F  Wnttnn  (.rnnn 

4  707 

4 

152 

Dart  &  Kraft 

4  650 

153 

145 

Mercantile  Bancorp 

4,646 

154 

149 

Allied  Corp 

4,538 

155 

119 

First  Wisconsin 

4,524 

-1 

156 

152 

1  *p/irc?i  y.KTriiir 

4  512 

157 

165 

Miiii      i  in  Inniufnpc 

nulla iui i  iniiusiiics 

4  433 

If 

158 

151 

Rockwell  Intl 

4,431 

159 

175 

Barnett  Banks  Fla 

4,431 

2 

160 

147 

NLT 

4,414 

161 

144 

Girard 

4,386 

(j 

162 

157 

Ampr  ^atl  Rp»;niitTPQ 

rlllltl   IVall  1\V9UU11.19 

4  383 

1 

163 

169 

W  R  Grace 

4,365 

r 

164 

154 

Citizens  &  Sthrn  Ga 

4,341 

165 

161 

Santa  Fe  Industries 

4,330 

ii 

166 

166 

Pa  Power  &  Light 

4,300 

i; 

167 

155 

Gibraltar  Financial 

4,295 

6 

168 

159 

First  Union  Bancorp 

4,271 

5 

169 

170 

Sperry 

4,262 

11 

170 

153 

St  Paul  Companies 

4,252 

3 

Not  on  500  list  in  19^9 
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ow  do  you  measure  the  health  of  an  international 
health  care  services  company?  By  its  sustained 
growth,  its  aggressive  market  development,  and  its 
operating  results. 

As  owners  and  operators  of  hospitals  and  health  care 
support  services  in  more  than  500  communities  world- 
wide, AMI  continues  to  generate  exceptional  growth. 
Increased  utilization  of  existing  facilities,  active  programs 
of  hospital  development  and  construction,  and  addition  of 
new  services  and  technologies  all  contribute  to  our  strong 
financial  position. 

AMI  now  packages  many  advanced  services  and  tech- 
nologies for  other  hospitals  needing  sophisticated  health 
care  support.  Included  are  mobile  diagnostic  services,  non- 
invasive test  procedures  and  computer-aided  hospital  de- 
sign. This  diversification  within  a  growing  industry  is  a  key 
to  our  strategy  of  marketing  cost-effective,  quality  health 
care  to  communities  throughout  the  world. 

We  believe  that  all  of  these  factors  are  healthy  indica- 
tors of  sound  management  and  our  leadership  role  in  a 
growing  health  care  indus- 
try. And  that's  not  only  ,^Ak  W^U I 

The  International 
Health  Care 
Services  Company 


healthy  for  us.  It's 
healthy  for  our  inves- 
tors, too. 


For  more  indications  of  our  growth,  contact  our  Director  of  Communications,  American  Medical  International, 
414  North  Camden  Drive,  Beverly  Hills,  CA  90210  (213)  278-6200 


Lost^x: 

Jet  engine  blades^f  rom  a  6,000 

year-old  technique. 


Long  before  the  Pyramids, 
ancient  craftsmen  used 
a  method  called  the  "lost 

wax      ^^^tHt^m  ■ 

process  ^£ 
to  produce  bronze,  silver 
and  gold  objects  of 
astonishing  detail. 

Very  simply,  a  wax 
carving  was  covered 
with  clay  and  baked.  The 
wax  was  melted,  or  "losC 
leaving  a  perfect  mold. 


Normally  metal  hardens 
into  multiple  crystals  as 
it  cools.  But  tomorrow's 


new  fuel-efficient  jet 
engines  demand 
even  tougher 
blades. 


(nly  the  materials 
have  changed. 


At  TRW  we  still  use  this 
timeless  technique  to  cast 
computer-precise  turbine 
engine  blades  for 
jet  aircraft. 

Today  our  metal  is  a 
complex  alloy  which 
can  withstand 
engine 


THE  FORBES  ASSETS  500 


% 

ink 

Assets 

over 

1979 

Company  ($000,000| 

1979 

j  171 

U  S  Fidelity  &  Gty 

4,247 

15.4 

>  1^6 

Carolina  Pur  &  Lt 

4,242 

16.3 

i  172 

Central  &  South  West 

4,220 

14.9 

,  162 

United  Telecom 

4,ZUo 

8.6 

182 

Southwest  Bancshs 

4,158 

16.9 

i  167 

Coastal  Corp 

4,113 

8.9 

168 

Maryland  National 

4,063 

8.9 

164 

UAL 

4,041 

4.6 

:  163 

Ll  V 

4,UoU 

4.3 

174 

Beatrice  Foods 

3,980 

8.5 

188 

Ohio  Edison 

3,980 

15.5 

173 

American  Brands 

3,971 

8.2 

214 

First  Natl  State  Bcp 

3,919 

26.0 

■  18S 

Long  Island  Lighting 

13.2 

194 

McDonnell  Douglas 

3,900 

15.4 

i  184 

Crum  &  Forster 

3,896 

10.7 

195 

Honeywell 

3,893 

16.6 

177 

Columbia  Gas  Sys 

3,862 

6.5 

193 

Burroughs 

13.8 

187 

BanCal  Tri-State 

3,852 

1 1.7 

1  183 

Niagara  Mohawk  Pwr 

3,809 

7.9 

200 

Arm  co 

3,805 

16.7 

179 

IC  Industries 

3,693 

2.1 

257 

General  Re 

i  A^ 

J(UJJ 

35.0 

20. 

Northeast  Utilities 

3,628 

12.8 

199 

California  First  Bnk 

3,621 

10.9 

189 

First  Security 

3,601 

5.1 

202 

USLIFE 

3,582 

1  1.0 

198 

Federated  Dept  Stores 

2  0.  7  A 

8.5 

191 

Centran 

3,565 

4.4 

21  i 

Pacific  Pwr  &  Lt 

3,559 

13.8 

2!  IS 

Union  Electric 

3,552 

12.1 

197 

McDermott 

3,551 

7.6 

265 

Paine  Webber 

o(jUU 

31.0 

249 

InterNorth 

3,486 

25.1 

1280 

Donaldson,  Lufkin 

3,474 

37.2 

I256 

Superior  Oil 

3,461 

27.2 

210 

Shawmut 

3,456 

10.0 

204 

United  Va  Bankshares 

1  A  QA 

o,4r>4 

7.4 

1  203 

Industrial  National 

3,452 

7.0 

209 

National  Steel 

3,447 

9.1 

207 

Lincoln  First  Banks 

3,435 

8.0 

218 

Society 

3,431 

13.7 

231 

PepsiCo 

3,418 

18.4 

224 

Coca-Cola 

3,406 

15.9 

233 

Midlantic  Banks 

3,404 

18.2 

226 

Texas  American  Bshs 

3,371 

15.1 

229 

NCR 

3,366 

15.4 

264  Pan  Am  World  Airways 

2  3AA 

0,000 

25.7 

216 

Pfizer 

3,364 

10.3 

213 

Ashland  Oil 

3,358 

7.9 

225 

Alleghany 

3,354 

14.2 

234 

Johnson  &  Johnson 

3,343 

16.3 

217 

Champion  Intl 

3,340 

9.8 

215 

Safeway  Stores 

3,339 

7.7 

Rank 
1980  1979 


Company 


% 
change 
Assets  over 
|$000,000)  1979 


Rank 
1980  1979 


Company 


% 
change 
Assets  over 
($000,000)  1979 


226 

242 

Fidelcor 

3,316 

16.9 

227 

201 

Texas  Eastern 

3,315 

2.4 

228 

236 

Sun  Banks  of  Florida 

3,312 

15.3 

ZZ " 

7  1  o 

Z 19 

Peoples  Energy 

1  TOO 

o,Zoo 

V.o 

230 

212 

First  Union 

3,282 

5.2 

231 

206 

American  Airlines 

3,278 

3.0 

232 

239 

Litton  Industries 

3,264 

14.4 

233 

311 

Fidelity  Union  Bncp 

3,259 

39.2 

lid 

ZoU 

Kennecott 

O,  ZO  1 

i  a  n 

235 

271 

Panhandle  Eastern 

3,228 

22.0 

236 

223 

Continental  Tel 

3,208 

8.9 

237 

241 

BayBanks 

3,207 

12.6 

238 

222 

Kaiser  Alum  &  Chem 

3,197 

7.4 

■710 

7  A  C 

Z4b 

T  r .....    W , ,  ,1 ,1 

trans  wona 

1   1  m 

o,  1  tSo 

1  1  £ 

lo.o 

240 

251 

CBT 

3,175 

14.9 

241 

227 

F  W  Woolworth 

3,172 

8.4 

242 

232 

Southern  Railway 

3,165 

9.6 

243 

260 

Riggs  Natl  Bank 

3,149 

17.2 

1AA 
Z44 

ZZU 

First  Atlanta 

o,  1 4/ 

A  O 

4.y 

245 

186 

Firestone 

3,119 

-9.8 

246 

237 

Trust  Co  of  Georgia 

3,1 12 

8.9 

247 

240 

Signal  Companies 

3,101 

8.8 

248 

228 

Reynolds  Metals 

3,097 

6.0 

249 

1  A2 
ZOO 

Cleveland  Elec  Ilium 

O,  UV*+ 

1  J.J 

250 

238 

Baltimore  Gas  &  Elec 

3,073 

7.6 

251 

230 

Owens-Illinois 

3,066 

5.4 

252 

253 

Transco  Companies 

3,049 

1  1.1 

253 

269 

Washington  National 

3,043 

14.9 

iza 

7  Q7 
ZDZ 

Republic  Steel 

2  m  7 

O  7 

255 

246 

Allegheny  Power 

3,010 

7.4 

256 

275 

State  Street  Boston 

3,009 

15.8 

257 

I8l 

E!  Paso 

2,991 

-16.2 

258 

278 

General  Foods 

2,978 

16.1 

ZD  s 

T  A1 
ZOZ 

Bache  Group 

~)  OAA 

z,  voo 

i  n  a 
1  U.o 

260 

255 

Inland  Steel 

2,958 

8.5 

261 

235 

Warner-Lambert 

2,954 

2.8 

262 

247 

Jefferson-Pilot 

2,935 

5.2 

263 

32 1 

Raytheon 

2,929 

27.5 

Z04 

ion 
zyu 

Arizona  Public  Serv 

Z,VZo 

1  o.o 

265 

296 

Gulf  States  Utils 

2,926 

19.9 

266 

317 

Bendix 

2,924 

26.5 

267 

244 

Norfolk  &  Western  Ry 

2,922 

3.6 

268 

243 

American  Cyanamid 

2,917 

3.2 

269 

7 

I  11  M    ltllllCSSCC     \  il  1  1 

7  O  1  A 

x  n 

o.u 

270 

286 

Dresser  Industries 

2.897 

15.7 

271 

248 

American  Natl  Ins 

2,895 

3.9 

272 

295 

New  England  Merch 

2,890 

17.9 

273 

274 

Merck 

2,866 

9.6 

77 A 

0  A7 

Zo/ 

Equimark 

1  «A3 

Z,ooo 

7  A 

I  .O 

275 

326 

Allied  Bancshares 

2,855 

26.3 

276 

273 

TRW 

2,855 

9.0 

277 

309 

Fidelity  Financial 

2,853 

21.7 

278 

319 

Nationwide 

2,832 

22.9 

279 

279 

Huntington  Bshs 

2,831 

10.9 

280 

270 

PPG  Industries 

2,826 

6.7 

281 

282 

Banc  One 

2,824 

11.9 

282 

261 

American  Can 

2,822 

5.2 

283 

294 

Eastern  Air  Lines 

2,816 

14.8 

—  OH 

o  1U 

Public  Service  Ind 

7  uno 
Z,8Uy 

1 9.9 

285 

312 

Kerr-McGee 

2,807 

20.0 

286 

299 

Diamond  Shamrock 

2,793 

15.5 

287 

328 

Kemper 

2,777 

23.9 

288 

268 

Commerce  Bancshrs 

2,765 

4.2 

780 
zo  / 

171 

O  l Z 

Tiger  International 

Z,  /  jo 

AC\  A 

4U.4 

290 

276 

Hartford  Natl 

2,753 

6.3 

291 

289 

Provident  National 

2,752 

10.6 

292 

288 

Chubb 

2,746 

10.3 

293 

306 

United  Banks  of  Colo 

2,740 

15.6 

1 AA 
ZOO 

AmSouth  Bancorp 

2,739 

2.5 

295 

272 

No  States  Power 

2,735 

4.4 

296 

277 

Consol  Natural  Gas 

2,735 

6.0 

297 

300 

Missouri  Pacific 

2,730 

13.2 

298 

109 

Penn  Central 

2,727  -49.4 

299 

American  Security 

7  714 

1  7  1 

1  /  .  1 

300 

284 

Virginia  Natl  Bshs 

2  704 

7.3 

301 

259 

Reliance  Group 

2,681 

-0.5 

302 

318 

Boise  Cascade 

7  A  70 

Z,o  /  y 

i  a  n 
1  o.u 

303 

396 

Digital  Equipment 

7  AAA 

A  1  1 

304 

in  l 

Pacific  Lighting 

7  AA7 

i  n  7 

305 

254 

American  Fletcher 

7  A^7 

_  UJ/ 

-)  7 

— z,  / 

306 

308 

McDonald's 

2,643 

12.3 

307 

293 

Borden 

1  AA 1 
Z,O<+0 

7  1 

/  .o 

308 

325 

St  Regis  Paper 

1  A  A  "7 
z,o*+z 

]  A  0 

i  o.y 

mo 

oUj 

Celanese 

7  A2d 
Z,  OOH 

i  n  7 

IU.  / 

310 

291 

Banco  Popular  PR 

z,oou 

A  A 
U.4 

311 

281 

United  Jersey  Banks 

2,628 

4.1 

312 

285 

Safeco 

2,624 

4.7 

313 

304 

Norton  Simon 

2,620 

9.7 

W  A 
D  14 

0O7 

zW 

2,617 

7.5 

315 

336 

Eli  Lilly 

2,607 

19.7 

316 

292 

Capital  Holding 

2,605 

5.6 

317 

323 

Pennzoil 

2,592 

13.1 

318 

354 

Baldwin-United 

2,591 

25.1 

298 

Colgate-Palmolive 

2,578 

6.1 

320 

314 

No  Indiana  Pub  Svc 

2,539 

9.5 

321 

373 

Key  Banks 

2,527 

29.1 

322 

340 

Ingersoll-Rand 

2,527 

18.7 

323 

360 

Dominion  Bankshares 

2,526 

25.5 

174 

Zo  r 

First  Natl  Bancorp 

2,499 

0.0 

325 

324 

MCA 

2,477 

8.8 

326 

338 

Florida  Natl  Banks 

2,468 

15.6 

327 

332 

Illinois  Power 

2,467 

1 1.4 

328 

379 

Anheuser-Busch  Cos 

2,450 

27.2 

329 

3A1 

2,446 

21.5 

330 

331 

Duquesne  Light 

2,443 

9.9 

331 

343 

Lockheed 

2,443 

15.6 

332 

365 

General  Dynamics 

2,436 

21.5 

333 

322 

Financial  General 

2,427 

5.8 

334 

385 

Texas  Instruments 

2,414 

26.5 

335 

327 

GATX 

2,413 

6.9 

on  500  list  in  1979. 
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THE  FORBES  ASSETS  500 


% 
change 

Rank                                      Assets  over 
1980  1979             Company       ($000,000)  1979 

change 

Rank                                      Assets  over 
1980  1979             Company       ($000,000)  1979 

■ 

Rjnk  Assets 
1980  1979             Company  |$000,000| 

336  316            Bank  of  Virginia      2,403  3.7 

337  444      First  American  Bank      2,400    40. 1 

338  330      Potomac  Elec  Power      2,397      7  6 

339  t^l       CnmhiKtinn  Fnanrno        7  303  MO 

340  362      Williams  Companies      2,380    18  3 

391  .374       Utah  Power  &.  Light      2,097  7.3 

392  ■                            Entex      2,092  63.6 

393  370       United  States  Trust      2,074  5.2 

394  30 1          Boatmen's  Ranrshs       7  073     10  3 

395  425            Martin  Marietta      2,069  16.7 

446  401              First  American  1,885 

447  437     N  Y  State  Elec  &  Gas  1,872 

448  421     Dean  Witter  Reynolds  1,870 

449  461                           Mead  1,867 

450  397    Southern  Bancorp  Ala  1,861 

341  339           Indiana  National      2,378    L  1.6 

342  398             Flagship  Banks      2,374  28.5 

343  337          Crown  Zellerbach      2,373  9.8 

344  346                              Timp  Inr        T  171      19  7 

345  347     American  Home  Prod      2,370  13.4 

396  358         Equitable  Bancorp      2,066  1.3 

397  429        Central  Bancshares      2,064    1 7.4 

398  439       Abbott  Laboratories      2,063  19.3 

399  4(17           Pnrfland  ( .in!  Fler       9  069     1  3  9 

400  411         First  Florida  Banks      2,055  13.2 

451  469      Broadview  Financial  1,858 

452  409          First  Empire  State  1,856 

453  447              First  Hawaiian  1,856 

454  303                        Esmark      1,854  - 

455  476    !ntl  Minerals  &  Chem  1,849 

346  302      Financial  Federation      2,362  -1.5 

347  350      First  Maryland  Bncp      2,358  12.9 

348  341      Provident  Life  &  Acc      2,346  10.4 

349  368            Bancorp  Hawaii      2,343  17.9 

350  313             (ohns-Manville      2,338     0  6 

401  371                     ASARCO      2,045  3.8 

402  420             Delta  Air  Lines      2,043  14.2 

403  382          First  Natl  Charter      2,035     6. 1 

404  445                        NICOR      2,035  19.0 

405  378                Arizona  Bank      2,031  5.4 

456  415       Genl  Tire  &  Rubber  1,806 

457  459         So  Carolina  E  &  G  1,802 

458  ■                       Natomas  1,798 

459  449         Northwestern  Finl  1,790 

460  456               Boston  Edison  1,784 

351  ■          City  Federal  S  &  L      2,337  22.0 

352  388           Hewlett-Packard      2,337  23.0 

353  355         CPC  International      2,328  12.6 

354  34S               Kimherlv-Clark       9  396     10  5 

355  392                  Murphy  Oil      2,308  23.0 

406  402       Wisconsin  Elec  Pwr      2,030  10.9 

407  430      First  United  Bancorp      2,018  14.9 

408  403                   Scott  Paper      2,014  10.1 

409  399              General  Mills      2,012  9.7 

410  460                    Texasgulf      2,010  22.0 

461  380            McGraw-Edison  1,783 

462  432              Western  Union  1,782 

463  ■        Fin  Corp  of  America  1,779 

464  466       So  New  England  Tel  1,777 

465  471                NL  Industries  1,774 

356  307                          Eaton      2,302  -2.3 

357  320         First  &  Merchants      2,301  0.2 

358  335                            CBS      2,301  5.6 

359  364    United  Bank  Corp  NY      2,274  13.3 

360  426     First  Oklahoma  Bncp      2,273  28.5 

411  424                         Kroger      1,998  12.5 

412  405           Citizens  Fidelity      1,993  9.1 

413  422    San  Diego  Gas  &  Elec      1,986  11.4 

414  468            Schering-Plough      1,984  24.6 

415  414                      Pillsbury      1,984  9.9 

466  473          Warner  Commun  1,769 

467  ■               St  Joe  Minerals  1,765 

468  457    Oklahoma  Gas  &  Elec  1,753 

469  ■         Air  Prods  &  Chems  1,751 

470  440                        Charter  1,746 

361  423       Merchants  National      2,272  27.5 

362  333     Northwest  Industries      2,272  3.4 

363  357       PennCorp  Financial      2,268    10  8 

364  m     She  trsnr  I  nph  RhnaHes       9  96N    96  4 

365  342           Central  Bancorp      2,264     6  7 

416  404        First  Alabama  Bshs      1,973  7.9 

417  443                        Marine      1,971  14.9 

418  394  TRANSOHIO  Financial      1,969  5.1 

419  464                         H  1  Heiny        1  9^4    90  3 

420  433     United  Missouri  Bshs      1,953  11.3 

471  441  Whitney  Holding  1,744 
472.   463          Equitable  of  Iowa  1,743 

473  500            Liberty  National  1,740 

474  ■                 Times  Mirror  1,735 

475  ■                      Old  Stone  1,734 

366  348        Consolidated  Foods      2,263  8.3 

367  369          Cincinnati  G  &  E      2,262  14.2 

368  495                        Revlon      2,260  53.7 

369  344           May  Dept  Stores      2,259  7.2 

370  334              Ralston  Purina      2,247  2.9 

421  438        Old  Kent  Financial      1,951  12.8 

422  455      Sumitomo  Bank  Cal      1,949  17.2 

423  448    Utd  Energy  Resources      1,945  14.9 

424  434       Natl  Central  Financl       1  937     10  5 

425  462     Amer  Savings  &  Loan      1,936  18.6 

476  474              Hospital  Trust  1,720 

477  479                       Gillette  1,709 

478  ■                            Fluor  1,705 

479  496               Toledo  Edison  1,701 

480  493    Dayton  Power  &  Light  1,685 

371  383               Florida  Power      2,244  17.2 

372  356                  Jim  Walter      2,226  8.6 

373  363        Public  Service  Colo      2,216  10.2 

374  352                B  F  Goodrich      2,216  6.4 

375  376     Liberty  NatHns  Hold      2,214  13.7 

426  4.31                           Dana      1,935  10.2 

427  ■          Wheelabrator-Frye      1,931  196.9 

428  418        American  B  &  T  Pa      1,930  7.7 

429  446             Fmersnn  Flectric       1  999     1  3  7 

430  ■                            Geko      1,918  69.8 

481  ■                  Holiday  Inns  1,680 

482  452         National  Distillers  1,678 

483  ■                          Upjohn  1,670 

484  480          Deposit  Guaranty  1,669 

485  ■                  Union  Camp  1,652 

376  381                Bristol-Myers      2,209  15.0 

377  377                  Gulf  United      2,189  13.4 

378  353                       Textron      2,187  5.2 

379  390                    ENSERCH      2  187  16.3 

380  349       First  Kentucky  Natl      2,167  3.7 

431  428            No  Calif  Savings      1,912  8.7 

432  435        First  National  Cine      1,912  9.1 

433  436       Central  Fidelity  Bks      1,909  9.0 

434  417                              Snnihh        1  906       6  3 

435  408                   Greyhound      1,905  4.7 

486  482       Zions  Utah  Bancorp  1,652 

487  492       Carter  Hawley  Hale  1,651 

488  477               Ryder  System  1,646 

489  ■               Campbell  Soup  1,628 

490  487          Union  Commerce  1,625 

381  400            Dayton-Hudson      2,155  17.6 

382  395     Cullen/Frost  Bankers      2,139  14.5 

383  367     Tenn  Valley  Bancorp      2,139  7.0 

384  416      Sn  Natural  Resources       9  134  100 

JU^        '-Till            JU  Lldlulill    IM^IIUIVV   '              i.f  1  OH-         1  s  .\J 

385  384     New  England  Electric      2,120  10.9 

436  458          Western  Financial      1,904  15.3 

437  410                 Borg-  Warner      1,902  4.7 

438  451         Idaho  First  Natl  Bk      1,899  13.8 

439  449        Fin  fn  *santa  Rat-ham         1  WOK        '  Q 
HHZ.         rill      U  C?dlll*l  Ddludld           l,ovo         7  .y 

440  413           Atlantic  Bancorp      1,897  5.1 

491  489                 Allied  Stores  1,620 

492  .389        Indust  Valley  Bank  1,619- 

493  484          Cooper  Industries  1,613 

494  ■       Hospital  Corp  of  Am  1,610 

495  467                          Gould  1,609 

386  375             Burlington  Inds      2,117  8.3 

387  366                Phelps  Dodge      2,112  5.6 

388  387                      Motorola      2,112  11.0 

389  393          Stauffer  Chemical      2,112  12.5 

390  412              Kaneb  Services      2,101  15.9 

441  465          Continental  Bank      1,893    16  9 

442  454     Houston  Natural  Gas      1,891  13.7 

443  427                      Hercules      1,890  7.3 

444  453        Central  Tel  &  Utils      1,890  13.5 

445  406              Third  National       1,885  3.4 

496  ■              Standard  Brands  1,608 

497  494       South  Carolina  Natl  1,603 

498  ■          Wickes  Companies  1,600 

499  490                    Carnation  1,591 

500  475                          Kidde  1,588 

■  Not  on  500  list  in  1979. 
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1.685 


OIL  ALONE  WONT  SOLVE 
AMERICAS  ENERGY  PROBLEMS. 


America  has  more  energy  than 
:audi  Arabia. 
In  fact,  American  oil  shale 
serves  alone  probably  contain 
we  oil  than  the  entire  Middle 
ast.  Unfortunately,  its  still  easier  to 
uy  from  foreign  suppliers  —  even 
t  todays  prices. 


But  as  foreign  oil  becomes 
increasingly  scarce  and  expensive, 
we're  going  to  have  to  replace  it 
with  new  kinds  of  energy. 

So  MAPCO  is  working  on  many 
different  kinds  of  energy 
technology  —  oil,  gas,  coal, 


uranium,  geothermal,  even 
fertilizers  for  farms. 

The  energy  business  of  the 
future  will  be  an  exciting  and 
rewarding  business,  as  long  as  we 
keep  using  our  most  important 
resource... 

Imagination. 


MAY 


¥  MAPCO 

BRINGING  IMAGINATION  TO  THE  BUSINESS  OF  ENERGY 

MAPCO  INC.  •  1800  S.  BALTIMORE  AVE.  •  TULSA,  OK.  741  19  •  SYMBOL  MDA/NYSE/MWSE/PSE 


THE  FORBES  MARKET  VALUE  500 


The  market  raced 
far  ahead  of  both  the 
U.S.  economy 
and  U.S.  business  last  year. 
Could  it  be  trying  to 
tell  us  something? 


% 

Market 

change 

Rank 

value 

over 

1980  1979 

Company 

($000,000) 

1979 

1  1 

IBM 

39,626 

5.5 

2  2 

American  Tel  &  Tel 

36,137 

-1.2 

3  3 

Exxon 

34,837 

44.0 

4  6 

Standard  Oil  Ind 

23,352 

98.4 

5  5 

Schlumberger 

22,347 

87.5 

Total  market  value  of  the  compa- 
nies in  this  Forbes  500  list  in- 
creased by  31.6%  last  year — the 
biggest  gain  since  the  500s  began  in  1969. 
That  growth  far  outstripped  the  growth  of 
the  500  companies  in  assets  (8.4%),  sales 
(13.3%)  and  net  profits  (5. 1  %). 

Does  the  market  know  something? 
The  second  largest  annual  market  value 
gain  was  in  1975,  when  the  economy  was  emerging  from 
recession.  This  year,  of  course,  conventional  wisdom  is  that 
the  economy  is  in  delicate  health.  Forbes  has  been  saying  it's 
stronger  than  many  forecasters  think.  Perhaps  the  market  is 
saying  that,  too. 

Those  market  value  gains  add  up  to  an  awesome  figure  in 
dollars:  Altogether,  the  companies  in  this  list  were  valued  at 
$1,037  trillion,  $249  billion  more  than  last  year's  list.  The  top 
20  alone  gained  nearly  $  1 00  billion.  Wall  Street's  ebullience,  in 
fact,  resulted  in  58  new  companies  joining  the  Market  list  this 
year — the  main  reason,  in  turn,  that  the  total  universe  of 
Forbes  500s  companies  jumped  to  818  from  801  last  year. 

The  big  gainers?  No  contest:  It  was  last  year's  glamour 
industry — oil.  Standard  Oil  of  Indiana  nearly  doubled  in  market 
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value,  adding  $1 1.6  billion.  Exxon  j 
$  10.6  billion,  Schlumberger  $  10.4  b 
Shell  $9.6  billion.  Top  to  bottom,  c 
oil-service  companies  rolled  up  big 
Little  ($74.3  million,  sales)  Tom  1 
Inc.,  a  drilling  firm  from  Midland, 
jumped  376%.  The  Western  Co.  of 
America,  a  $457.5  million  (sale 
Worth  offshore  driller  and  oilfiel 
vicer,  increased  by  237%.  But  the  only  reliable  law  i 
market  place  is  the  law  of  change — energy  stocks  have 
hard  put  to  hold  their  gains  thus  far  this  year. 

Defense  and  some  high-tech  companies  were  other  bi£ 
ers.  Litton  Industries'  market  value  more  than  doubled, 
dyne's  increased  65%,  Wang  Laboratories'  nearly  tripled. 

But  you  could  still  have  lost  your  shirt  if  you'd  tried.  C 
500,  only  67  lost  market  value  in  1980.  But  some  of 
losses  were  heavy.  General  Motors  lost  $1.1  billion; 
Roebuck  and  Burroughs  nearly  $1  billion  each. 

With  the  Dow  bumping  along  around  1000,  is  the  mark 
high?  Compare  the  total  market  value  of  the  500  compai 
$1  trillion — with  their  $2.6  trillion  in  assets.  That  means 
the  stock  market  bought  you  $2.60  worth  of  assets. 

FORBES,  MAY  1 


THE BANK 
THAT  STARTED  A 

REVOLUTION 

RORIDACAN  HELP 
YOU  START  ONE. 

frime  early 1970's,the  Management.  Leasing. 

□eorieatBarnettwerethe  And  International  Services, 
jfirstto  begin  the  move  toa        In  short,whatever 

statewide  banking  system,  business  service  you  need, 

Today  with  over  140  there's  a  good  chance  that 

officesand  over  one  million  Bamett  can  help  finance 

retail  customers,  Barnett 's  your  revolution, 
[evolution  has  produced  a       After  all,  we'd  like 

leading  banking  force  in  to  take  advantage  of  every 

be  Southeast.  busine^oprjorrjjnity 
I    A  force  that's  available  Justlikeyoudo. 

ijo  help  keep  the  business  we  do  a  better  job.  and  weve  got 


:limate  alive  and  vital. 

With  the  resources  of 
$4  billion  banking  system 
e  can  connect  you  with 
bng-and  short-term  loans. 
Construction  Loans.  Cash 


A  MILLION  CUSTOMERS  TO  PROVE  IT. 


Ml  Barnett  Banks  are  members  of  FDIC 


THE  FORBES  MARKET  VALUE  500 

l  


Rank 
1980  1979 


Company 


Market  change 
value  over 
($()()(),()()())  1979 


6 

12 

Shell  Oil 

1 7,992 

1  14.8 

7 

9 

Standard  Oil  Ohio 

1 7,685 

63.3 

8 

7 

Mobil 

17,167 

47.1 

9 

10 

Standard  Oil  C  alif 

16,980 

76.4 

10 

11 

Atlantic  Richfield 

15,126 

63.3 

1 1 

g 

General  Electric 

13,951 

20.9 

12 

4 

General  Motors 

13,321 

-7.9 

13 

13 

Texaco 

12,891 

64.5 

14 

14 

Eastman  Kodak 

1 1,258 

44.9 

15 

26 

Halliburton 

9,828 

96.6 

16 

15 

Phillips  Petroleum 

8,941 

20.6 

17 

16 

Gulf  Oil 

8,492 

25.7 

18 

38 

Union  Oil  California 

7,742 

99.7 

19 

42 

Union  Pacific- 

7,559 

1 19.0 

20 

18 

Getty  Oi! 

7,548 

24.6 

21 

25 

Conoco 

7,049 

38.6 

22 

19 

Minn  Mining  &  Mfg 

6,921 

17.4 

23 

23 

Merck 

6,334 

16.5 

24 

27 

Johnson  &  Johnson 

6,165 

27.1 

25 

20 

E I du  Pont 

6,155 

5.3 

26 

35 

Tenneco 

6,063 

48.5 

27 

34 

Sun  Company 

5,957 

43.2 

28 

21 

Dow  Chemical 

5,869 

0.8 

29 

17 

Procter  &  Gamble 

5,697 

-7.2 

30 

29 

Philip  Morris 

5,398 

20.4 

31 

41 

Hewlett-Packard 

5,392 

54.1 

32 

40 

SmithKline 

5,317 

38.9 

33 

24 

Xerox 

5,058 

-3.2 

34 

46 

Superior  Oil 

5,030 

56.9 

35 

28 

Caterpillar  Tractor 

5,017 

7.5 

36 

30 

Eli  Lilly 

4,831 

10.9 

37 

22 

Sears  Roebuck 

4,809 

-15.8 

38 

43 

R  |  Reynolds  Inds 

4,750 

37.9 

39 

71 

Raytheon 

4,585 

118.0 

40 

36 

BankAmerica 

4,454 

9.8 

41 

31 

American  Home  Prod 

4,374 

2.6 

42 

52 

Digital  Equipment 

4,363 

54.9 

43 

37 

Weyerhaeuser 

4,284 

7.6 

44 

47 

Marathon  Oil 

4,257 

40.5 

45 

44 

Boeing 

4,252 

30.9 

46 

33 

General  Tel  &  Elec 

4,221 

1.2 

47 

72 

Dresser  Industries 

4, 184 

107.0 

48 

32 

Coca-Cola 

4,125 

-3.2 

49 

62 

Cities  Service 

3,977 

71.7 

50 

51 

Pfizer 

3,931 

37.0 

51 

67 

Engelhard  Minerals 

3,763 

75.0 

52 

48 

Intl  Tel  &.  Tel 

3,670 

24.3 

53 

57 

Abbott  Laboratories 

3,490 

40.7 

54 

85 

Amerada  Hess 

3,487 

93.9 

55 

137 

Texas  Oil  &  Gas 

3,419 

158.4 

56 

53 

Union  Carbide 

3,385 

217 

57 

90 

Rockwell  Intl 

3,384 

92.7 

58 

112 

Litton  Industries 

3,380 

1 18.3 

59 

59 

Bristol-Myers 

37.2 

60 

91 

Baker  International 

3,244 

84.8 

Rank 
1980  1979 


Company 


Market  change 
value  over 
[$000,000)  1979 


61 

118 

Santa  Fe  Industries 

3,006 

102.3 

62 

60 

Deere 

3,005 

26.3 

63 

84 

Teledyne 

2,976 

65.0 

64 

49 

Citicorp 

2,974 

1.1 

65 

69 

American  Express 

2,869 

34.9 

66 

143 

Fluor 

2,864 

130.5 

67 

54 

Aetna  Life  &  Cas 

2,846 

6.2 

68 

64 

American  Intl  Group 

2,837 

26.6 

69 

73 

Texas  Instruments 

2,808 

39.8 

70 

79 

W  R  Grace 

2,777 

52.3 

71 

75 

Occidental  Petroleum 

2,762 

40.8 

72 

82 

United  Technologies 

2,664 

47.1 

73 

191 

Hughes  Tool 

2,647 

165.3 

74 

78 

S  perry 

2,593 

42.1 

75 

65 

Pennzoil 

2,593 

16.3 

76 

58 

AMAX 

2,561 

5.0 

77 

55 

Pacific  Gas  &  Elec 

2,539 

-2.9 

78 

297 

Tandy 

2,534 

262.5 

79 

77 

Honeywell 

2,532 

36.8 

80 

159 

NL  Industries 

2,531 

122.2 

81 

95 

Westinghouse  Elec 

2,514 

47.0 

82 

63 

PepsiCo 

2,487 

9.9 

83 

68 

Monsanto 

2,482 

15.5 

84 

66 

American  Elec  Power 

2,479 

14.3 

85 

56 

Georgia-Pacific 

2,470 

-5.0 

86 

39 

Ford  Motor 

2,406 

-37.5 

87 

284 

Burlington  Northern 

2,397 

237.5 

83 

106 

General  Dynamics 

2,370 

47.3 

89 

■ 

Dart  &  Kraft 

2,368 

NA 

90 

70 

Emerson  Electric 

2,319 

10.0 

91 

253 

Wang  Laboratories 

2,303 

184.0 

92 

107 

Motorola 

2,289 

43.7 

93 

45 

Burroughs 

2,236 

-30.7 

94 

101 

RCA 

2,209 

33.4 

95 

50 

K  mart 

2,205 

-24.4 

96 

113 

United  States  Steel 

2,182 

43.7 

97 

76 

Alcoa 

2,178 

12.9 

98 

1 1 1 

Houston  Natural  Gas 

2,155 

38.7 

99 

105 

Schering-Plough 

2,151 

33.5 

100 

194 

Warner  Commun 

2,146 

1 16.2 

101 

205 

Mesa  Petroleum 

2,134 

121.3 

102 

83 

American  Brands 

2,103 

16.5 

103 

167 

Armco 

2,102 

91.8 

104 

87 

International  Paper 

2,073 

16.1 

105 

96 

Southern  Company 

2,067 

20.8 

106 

61 

Avon  Products 

2,053 

-13.3 

107 

92 

Kerr-McGee 

2,046 

16.7 

108 

126 

Upjohn 

2,023 

43.8 

109 

99 

Texas  Eastern 

2,000 

19.5 

110 

81 

NCR 

1,998 

10.1 

111 

86 

I  P  Morgan 

1,997 

1  1.7 

112 

98 

Diamond  Shamrock 

1,989 

18.7 

113 

155 

Texasgulf 

1,972 

70.6 

114 

88 

Commonwlth  Edison 

1,963 

1  1.7 

115 

93 

McDonald's 

1,957 

12.2 

Market 

Rank  value 
1980  1979  Company  ($000,0001 


116 

152 

Amer  Hospital  Supply 

1,954 

117 

■ 

CSX 

1,951 

118 

109 

So  Calif  Edison 

1,944 

119 

161 

TRW 

1,941 

120 

100 

Gannett 

1,937 

121 

138 

InterNorth 

1,928 

122 

129 

Freeport  Minerals 

1,923 

123 

124 

Connecticut  General 

1,922 

124 

495 

Tom  Brown 

1,912 

125 

296 

Natomas 

1,902 

126 

131 

McDonnell  Douglas 

1,891 

127 

89 

Louisiana  Land 

1,885 

128 

352 

Mitchell  Enrgy  &  Dev 

1,877 

129 

74 

Beatrice  Foods 

1,875 

130 

121 

AMP 

1,867 

131 

■ 

Apple  Computer 

1,865 

132 

178 

Murphy  Oil 

1,865 

133 

102 

Baxter  Travenol  Labs 

1,843 

134 

291 

Cameron  Iron  Works 

1,832 

135 

156 

Martin  Marietta 

1,812 

136 

125 

Allied  Corp 

1,792 

137 

1  10 

Texas  Utilities 

1,790 

138 

183 

Intl  Minerals  &  Chem 

1,777 

139 

1 15 

Levi  Strauss 

1,759 

140 

117 

Signal  Companies 

1,743 

141 

1 16 

Revlon 

1,729 

142 

127 

Intel 

1,720 

143 

162 

Panhandle  Eastern 

1,699 

144 

237 

ENSERCH 

1,690 

145 

120 

Walt  Disney 

1,659 

146 

173 

Archer  Danls  Midland 

1,647 

147 

80 

J  C  Penney 

1,646 

148 

104 

Travelers 

1,646 

149 

236 

Hospital  Corp  of  Am 

1,641 

150 

313 

Houston  Oil  &  Min 

1,639 

151 

135 

Southland  Royalty 

1,625 

152 

225 

Cooper  Industries 

1,624 

153 

238 

Harris  Corp 

1,619 

154 

108 

Warner-Lambert 

1,603 

155 

142 

INA 

1,602 

156 

148 

Dun  &  Bradstreet 

1,595 

157 

259 

Missouri  Pacific 

1,592 

158 

114 

Consolidated  Edison 

1,567 

159 

103 

American  C  \  a  tumid 

1,564 

160 

130 

Duke  Power 

1,564 

161 

146 

Chase  Manhattan 

1,564 

162 

122 

Kellogg 

1,548 

L63 

203 

Combustion  Engnrng 

1,536 

164 

258 

St  Joe  Minerals 

1,519 

165 

254 

McDermott 

1,514 

166 

123 

CPC  International 

1,502 

167 

97 

General  Foods 

1,495 

168 

277 

Santa  Fe  Intl 

1,492 

169 

163 

Peoples  Energy 

1,463 

170 

249 

Perkin-Elmer 

1,462 

No;  on  500  list  m  19~"9.    NA  Not  available. 
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The  Energy  Systems  Company  reports 
on  five  years  of  steady  growth. 
It  makes  great  reading. 


In  1980,  C-E  sales  set  a  new  record  at 
$3. 1  billion.  Earnings  increased  20%  to 
$116  million,  up  for  the  fifth  straight  year. 
With  a  five-year  compound  annual  growth 
rate  of  21.2%.  Per  share  earnings,  adjusted 
for  the  two-for-one  stock  split  in  November, 
were  $3. 56  compared  with  $2. 98  the 
previous  year.  Dividends  were  raised  to  an 
annual  rate  of  $1. 50  per  share,  the  fifteenth 
consecutive  year  in  which  C-E  increased  its 
payout  to  shareholders. 

Once  again,  C-E's  oil  and  gas  equipment 
and  services  operations  led  the  company's 
performance,  with  1980  revenues  totalling 
over  $800  million.  That  makes  us  one  of 


the  top  ten  suppliers  to  the  oil  patch. 

C-E:  World  leader  in  energy  technology. 

We're  helping  to  find  and  bring  in  oil  and  gas. 
Upgrading  and  building  refineries  and 
petrochemical  plants.  Developing  cleaner, 
more  efficient  ways  electric  utilities  and 
other  industries  can  use  coal.  Providing 
equipment  and  services  for  nuclear  power 
generation.  And  leading  the  way  in  the 
development  of  alternative  fuels. 

For  more  information,  write 
Combustion  Engineering,  Inc. ,  Dept. 
7004-189,  900  Long  Ridge  Road,  Stamford, 
Connecticut,  USA  06902. 


COMBUSTION 
ENGINEERING 


c 

The  Energy  Systems  Company 


MERRILL  LYNCH  WHITE  WELD 


THE  FACTS: 


WHAT  WE  ARE. 

In  1980,  as  in  each  of  the  previous  nine  years, 
Merrill  Lynch  White  Weld  ranked  first  among  U.S. 
investment  hanking  firms  serving  domestic,  corporate 
and  governmental  clients. 

While  our  size  is  important,  it's  the  quality  of 
our  services  that  best  recommends  us.  In  such  volatile 
economic  times,  raising  money  is  no  simple  feat.  Our 
people  aren't  afraid  to  take  the  less-traveled  route; 
they're  consistently  devising  new  strategies  to  raise 
capital. 

Our  track  record  reflects  their  successful 
efforts.  Merrill  Lynch  White  Weld  has  raised  more 
capital  in  the  last  decade  than  any  other  investment 
firm  in  the  U.S.  So  it's  fair  to  say  that  our  investment 
bankers'  insight  and  experience  in  raising  capital  is 
considerable.  Below  are  listed  some  of  the  services  we 
provide  corporations,  governments  and  financial 
institutions. 


Corporate  Underwriting 

Managed  or  co-managed  more 
corporate  underwritings  than 
any  other  investment  hanking 
firm  for  10th  consecutive  year: 
238  issues  totaling  over  $21 
billion 

Private  Placements 

Served  as  agent  or  co-agent  in 
the  placement  of  72  issues 
totaling  over  $1.6  billion  m 
1980.  Maintain  regular  contact 
with  over  300  larger  and 
medium-size  lenders  to  achieve 
hest  financing  terms. 

Mergers,  Acquisitions  & 
Divestitures 

In  1980,  advised  clients  in  27 
transactions  having  an  aggre- 
gate value  of  $5.5  billion — 10 
transactions  in  excess  of  S100 
million  each  Advised  the  tar- 
gets in  four  of  the  twelve  major 
unsolicited  tender  offers  com- 
menced in  1980 

Lease  Financing 

Act  as  principal  and  as  finan- 
cial advisor  in  leveraged  lease- 
transactions.  Since  1976,  made 
investments  involving  assets 
costing  over  $323  million. 
Assets  financed  include  air- 
planes, railroad  cars,  ships, 
electric  generating  and 
manufacturing  facilities. 

Real  Estate  Financing 
&  Sales 

In  1980,  serviced  $1.3  billion  of 
single-family  mortgages  and 
arranged  tor  mortgage  and 
loint-venture  financing  of  more 
than  $200  million  of  commer- 
cial projects 

International  Financing 

Combines  investment  banking 
and  commercial  banking  with 
worldwide  securities  distribu- 
tion and  trading  network. 


Project  Financing 

Advise  clients  on  a  wide  vari- 
ety of  complex  project  financ- 
ings. Projects  range  from  a 
hydroelectric  power  facility  in 
Canada  to  a  facility  to  extract 
oil  in  Colorado. 

Commercial  Paper 

One  of  the  largest  dealers  serv- 
ing close  to  150  issuing  clients. 
Expect  to  place  $100  billion 
during  1981  through  300  offices 
with  more  than  5,000  institu- 
tional investors  worldwide. 

Certificates  of  Deposit 

A  major  dealer  serving  over  175 
issuing  clients.  Expect  to  place 
$50  billion  in  negotiable  CD's 
during  1981,  including  $1.5 
billion  in  $100,000  GD'sfoi 
commercial  banks  and  S&.L's. 

Bankers'  Acceptances 

Perhaps  the  largest  dealer 
serving  over  150  foreign  and 
domestic  banks  and  Edge  Act 
corporations. 

Medium  Term  Notes 

Prepared  to  place  shelf -oriented 
MTN's  (9  months  to  5  years  in 
maturity),  privately  or  pub- 
licly fixed  or  floating  rate,  for 
foreign  or  domestic  borrowers. 

Industrial  Revenue 
Bond  Financing 

In  the  last  two  years,  managed 
24  industrial  revenue  bond 
financings  totaling  over  $300 
million  for  facilities  in  l7 

states. 

Exchange  &  Tender 
Offers 

Leader  in  management  of 
dealer  groups  for  clients  who 
desire  to  improve  their  finan- 
cial structure  or  establish 
major  shareholdings  in  other 
companies. 


Pol  1  ut  ion-Control 
Financing 

Counsel  clients  when  tins  form 
of  financing  offers  the  most 
attractive  terms.  In  1980, 
managed  or  co  managed  15 
offerings  of  pollution  control 
bonds  totaling  over  $500 
million 

Government 
Guaranteed  Financing 
and  Trading 

A  recognized  financing  and 
trading  leader  utilizing  U  S 
government  guaranteed  loan 
programs. 

Municipal  Financing 
and  Underwriting 

Secured  167  new  clients  in 
1980.  Leading  underwriter  of 
municipal  issues  managing 
560  issues  with  a  face  value  of 
$16.8  billion.  Leading  Health 
Care  Finance  underwriter  for 
second  consecutive  year. 

Municipal  Trading 

1980  trading  volume  $24  billion 
Maintain  one  of  the  largest 
inventories  with  100  percent 
weekly  turnover  that  insures 
an  active  secondary  market. 

Financial  Advisory  and 
Evaluation  Services 

Specialty  is  financial  evaluation 
of  securities  and  businesses 
for  tax,  estate,  and  accounting 
purposes. 

Limited  Partnership 
Offerings 

Our  oil-  and  gas-tax  investment 
group  is  the  leading  investment 
banker  in  direct  funding  of 
independent  operators  for  oil 
and  gas  exploration  and  pro 
duction,  having  raised  in  1980 
$261  million  of  equity  through 
sale  of  21  public  and  10  private 
partnerships. 

Trading  U.S.  Corporate 
Bonds  and  Preferred 
Stocks 

Leading  trader  ot  corporate 
fixed-income  securities  in  U.S. 
Staff  of  32  traders  one  of  larg- 
est on  Wall  Street 

Trading  U.S.  Government 
&  Agency  Securities 

Leading  dealer  in  U.S.-govern- 
ment  and  federal  agency  securi- 
ties. Volume  of  government 
securities  in  1980  exceeded 
$400  billion  and  daily  net 
inventories  averaged  over  S260 
million 

Trading  Eurobond, 
Yankee  and  Canadian 
Bonds 

Make  markets  m  over  700  * 
issues  of  international  securi- 
ties in  capital  markets  around 
the  world 

Mortgage-Backed 
Securities 

Leading  dealer,  underwriter 
and  distributor  of  both  govern- 
ment-guaranteed and  conven- 
tional mortgage-backed 


securities  1980  volume  over 
$20  million. 

Trading  Convertible 
Securities 

Make  markets  in  virtually  all 
actively  traded  convertible 
securities,  and  in  many  less 
active  issues 
Sinking  Fund 
Repurchases 
Devised  sophisticated  com- 
puter programs  pro\  iding  our 
clients  with  a  repurchase  pro- 
gram in  the  most  cost-effective 
manner. 

Corporate  Stock 
Repurchases 

We  are  a  leader  in  executing 
repurchasing  programs  at  tbe 
best  terms  available  in  the 
marketplace 

Trading  Commodities 

We  are  the  leading  futures 
broker  in  the  world  with  over 
50  years  of  experience  in  trad- 
ing commodities  for  hedgers 

Financial  Futures 

In  1980,  our  volume  in  finan- 
cial futures  contracts  increased 
80%  versus  1979. 

Bond  Funds  Sales 

Most  active  sponsor  of  unit 
trusts  of  municipal,  corporate 
and  government  bonds  in  the 
securities  industry  In  1980,  we 
sold  approximately  $93  billion 
of  bond  funds. 

Restricted  Brokerage 
Transactions 

Ranked  first  m  the  number  ot 
Rule  144  transactions  each  year 
since  the  Rule's  inception 

Securities  Swaps 

Designed  several  computer  pro- 
grams evaluating  the  risks  and 
returns  on  swap  transactions  of 
debt  and  equity  securities. 

Block  Trading  Listed 
Equity  Securities 

Executions  of  100,000-plus 
shares  increased  135%  from 

1979  with  70  traders  complet 
ing  transactions  covering  more 
than  1  billion  sharc> 

Domestic  and 
International 
Securities  Arbitrage 

A  major  factor  in  trading  of 
over  200  equities  listed 
overseas  as  well  as  domestic 
risk  arbitrage. 

Market  Making  in 
Over-the-Counter 
Stocks 

Top-ranked  OTC  house  for  the 
last  5  years.  Make  markets  in 
nearly  700  OTC  issues.  Domes- 
tic OTC  inventory  can  be  as 
great  as  $30  million  on  an 
overnight  aggregate. 

Trading  Stock  Options 

Trading  volume  doubled  in 

1980  with  sharp  rise  of  institu- 
tional participation  Provide 
special  trading  services  for 
option  orders  of  25  contracts  or 
more. 


©1981  Merrill  Lynch  1'ierce  FennerSi.  Smith  Member,  Sll'C 


CAPITAL  MARKETS  GROUP 
REPORT: 


irading  Listed  Odd-Lots 

xecuted  28%  of  total  reported 
dd-Iot  volume  in  1980.  Able  to 
pt  as  odd-lot  dealer  for  any 
sted  U.S.  stock. 

curities  Research 

1980,  Institutional  Investor 
lagazine  rated  our  research 
:am  best  in  the  business  for 
le  third  straight  year.  Provide 
aalysis  of  more  companies 


than  anybody  else,  publishing 
an  average  of  30-plus  reports 
daily 

Underwritten 
Redemptions  of 
Convertible  Securities 

Counsel  the  advisability  of 
calling  or  redeeming  convert- 
ible securities.  Able  to  form 
dealer  groups  to  streamline 
conversion  or  redemption. 


nc  FIGURES: 

Investment  banking  today 
i  no  longer  old  school  ties, 
it  is  expertise  and  professionalism 
ind  being  able  to  deliver  the  goods." 

dmond  N.  Monarty  lr. 

cecutive  Vice  President,  Capital  Markets  Group 

"...of  course,  we  have  a  solid  group  of  seasoned, 
xperienced  professionals  in  our  ranks,  but  what  I 
nd  particularly  exciting  is  that  we've  developed  a 
ore  of  very  able  young  bankers  who  are  making 
«  leir  mark  in  the  investment  banking  community. 
"They're  astute,  knowledgeable,  current  on 
mat's  going  on  in  the  marketplace... a  lot  of  invest- 
lent  bankers  are  up  to  snuff  on  what  interest  rates 
i  j  re  doing  but  don't  use  the  information  creatively. 
:  )urs  have  a  very  broad  horizon,  know  what  all  the 
apital  markets  are  doing,  advise  quickly  and  con- 
isely  on  the  impact  on  the  client  if  they  did  this  or 
lat  type  of  financing,  know  how  to  get  through  the 
dndow  before  the  opportunity  disappears... 

"We're  bringing  more  and  better  ideas  to  the 
ient.  Together  with  our  trading  capabilities,  and  our 
Dmmand  of  the  capital  markets  in  general,  we  can 
:and  behind  our  ideas  to  the  benefit  of  the  client. 

"I  think  when  you  apply  all  the  expertise  that 
lerrill  Lynch  White  Weld  can  bring  to  bear,  quite 
mply  you  have  a  firm  with  a  most  impressive  set  of 
redentials." 

YOU  THINK  THE  FACTS  ARE  IMPRESSIVE, 
'AIT  UNTIL  YOU  HEAR  THE  THINKING  BEHIND  THEM. 


:tsd 


Merrill  Lynch 

A  breed  apart. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc  and  Affiliates 


THE  FORBES  MARKET  VALUE  500 


Market  change 
Rank  value  over 

!980  1979  Company      ($000,000)  1979 


Rank 
1980  1979 


Company 


Market  change 
value  over 
[$000,000)  1979 


171 

348 

SEDCO 

1,459 

143.6 

226 

177 

General  Re 

1,169 

10.6 

172 

176 

Time  Inc 

1,458 

37.3 

227 

■ 

M/A-Com 

1,162 

557.4 

173 

287 

Smith  International 

1,444 

104.0 

228 

302 

MAPCO 

1,159 

68.1 

174 

171 

So  Natural  Resources 

1,436 

31.7 

229 

158 

Phila  Electric 

1 , 1 58 

1 .6 

175 

94 

Squihb 

1,432' 

-16.9 

230 

470 

Datapoint 

1,155 

1  70.6 

176 

199 

Ingcrsoll-Rand 

1,427 

44.7 

231 

217 

Bethlehem  Steel 

1,152 

24.9 

177 

144 

Times  Mirror 

1,415 

14.2 

232 

216 

Goodyear 

1,148 

24.4 

178 

193 

G  D  Searle 

1,409 

41.8 

233 

172 

Amer  Natl  Resources 

1,145 

5.6 

179 

234 

Williams  Companies 

1,405 

61.5 

234 

300 

CBI  Industries 

1 , 1 45 

65.2 

180 

295 

Merrill  Lynch 

1,382 

97.6 

235 

294 

McGraw-Hill 

1,144 

63.5 

181 

134 

Federated  Dept  Stores 

1,380 

3.4 

236 

185 

Florida  Power  &  Lt 

1,141 

1  1.8 

182 

149 

Sterling  Drug 

1,374 

14.0 

237 

181 

Northwest  Industries 

1,137 

9.1 

183 

210 

PPG  Industries 

1,360 

44.4 

238 

139 

MCA 

1,137 

-11.1 

184 

141 

General  Mills 

1,360 

8. 1 

239 

151 

Ralston  Purina 

1,133 

-4.6 

185 

215 

Bendix 

1,359 

46.5 

240 

169 

Tektronix 

1,130 

3.3 

186 

189 

Transco  Companies 

1,356 

34.6 

241 

364 

Dover 

1,122 

97.9 

187 

154 

Western  Bancorp 

1,355 

17.1 

242 

202 

St  Regis  Paper 

1,120 

15.0 

188 

283 

Petrolane 

1,344 

88.9 

243 

357 

Homestake  Mining 

1,1  14 

90.8 

189 

140 

Champion  Intl 

1,336 

5.0 

244 

250 

Hilton  Hotels 

1,114 

35.2 

190 

145 

Columbia  Gas  Sys 

1,334 

7.7 

245 

.338 

Pioneer 

1,106 

79.0 

191 

255 

Utd  Energy  Resources 

1,332 

66.4 

246 

224 

Southern  Pacific 

1,103 

21.3 

192 

1 19 

CBS 

1,328 

-9.0 

247 

256 

Consol  Natural  Gas 

1,103 

38.2 

193 

168 

Lubrizol 

1,315 

20.1 

248 

279 

Loews 

1,100 

51.7 

1 94 

242 

Big  Three  Industries 

1,313 

54.5 

249 

184 

Mfrs  Hanover 

1 , 1 00 

6.3 

195 

241 

Norfolk  &  Western  Ry 

1,308 

53.8 

250 

429 

Centl  Louisiana  Engy 

1,094 

133.1 

196 

223 

Control  Data 

1,303 

43.0 

251 

196 

Corning  Glass  Works 

1,092 

10.3 

197 

365 

Humana 

1,303 

129.8 

252 

■ 

Computervision 

1,077 

254.4 

198 

136 

Pub  Svc  Elec  &  Gas 

1,302 

-1.8 

253 

147 

Ashland  Oil 

1,075 

-11.8 

199 

390 

Helmerich  &  Payne 

1,300 

146.1 

254 

209 

Continental  Group 

1,071 

13.5 

200 

166 

ASARCO 

1,281 

15.9 

255 

226 

H  |  Heinz 

1,070 

17.9 

201 

200 

Marsh  &  McLennan 

1,262 

28.7 

256 

459 

Rowan  Companies 

1,067 

146.7 

202 

■ 

Western  Co  No  Amer 

1,260 

237.3 

257 

309 

Becton,  Dickinson 

1,051 

54.8 

203 

187 

Anheuser-Busch  Cos 

1,254 

23.1 

258 

190 

Dayton-Hudson 

1,044 

3.8 

248 

Southern  Railway 

1 ,24 1 

49.9 

259 

1 98 

Stauffer  Chemical 

1,038 

5. 1 

205 

165 

Crown  Zellerbach 

1,241 

12.2 

260 

201 

Va  Electric  &  Power 

1,037 

6.3 

206 

157 

Middle  South  Utils 

1,235 

8.1 

261 

305 

Nalco  Chemical 

1,035 

50.9 

207 

160 

Continental  Illinois 

1,229 

8.1 

262 

263 

First  Intl  Bshs 

1,034 

31.8 

208 

132 

United  Telecom 

1,226 

-8.3 

263 

188 

Central  &  South  West 

1,027 

1.3 

209 

128 

Continental  Corp 

1,225 

-12.3 

264 

214 

Carnation 

1,013 

8.6 

210 

186 

Union  Camp 

1,224 

20.0 

265 

233 

Textron 

1,012 

16.1 

211 

164 

Transamerica 

1,223 

10. 1 

266 

197 

Campbell  Soup 

1,004 

1.5 

212 

207 

Kimberly-Clark 

1,218 

27.7 

267 

341 

Sundstrand 

1,001 

62.4 

213 

179 

Houston  Industries 

1,215 

16.1 

268 

270 

Coastal  Corp 

997 

92.5 

Z14 

2 1  1 

General  American  Oil 

1,210 

28.6 

269 

415 

Parker  Drilling 

993 

104.7 

215 

■ 

Prime  Computer 

1,206 

319.8 

270 

382 

Norton 

989 

82.3 

216 

175 

El  Paso 

1,203 

12.9 

271 

246 

FMC 

981 

17.4 

217 

394 

Waste  Management 

1,202 

130.8 

272 

231 

Long  Island  Lighting 

980 

11.2 

218 

192 

Newmont  Mining 

1,201 

20.6 

273 

392 

Wal-Mart  Stores 

978 

86.2 

11/ 

1  DO 

Colgate-Palmolive 

1, 198 

1.8 

2/4 

■ 

Reading  &  Bates 

975 

199.1 

220 

230 

General  Signal 

1,195 

33.4 

275 

307 

Pacific  Pwr  &  Lt 

970 

419 

221 

251 

Gulf  &  Western  Inds 

1,192 

46.2 

276 

261 

Kaiser  Alum  &  Chem 

966 

22.0 

222 

174 

U  S  Fidelity  &  Gty 

1,189 

1 1.1 

277 

206 

Pittston 

965 

0.4 

223 

315 

Noble  Affiliates 

1,188 

80.1 

278 

423 

Cabot 

961 

101.2 

224 

182 

Air  Prods  &  Chems 

1,180 

13.3 

279 

195 

Consumers  Power 

958 

-3.2 

225 

264 

Delta  Air  Lines 

1,173 

50.0 

280 

■ 

Global  Marine 

953 

$47.7 

Rank 
1980  1979 


Company 


Market  cl 
value 
($000,000) 


281 

266 

Security  Pacific 

952 

282 

336 

Dow  (ones 

950 

283 

328 

Texas  Commerce  Bshs 

947 

284 

22 1 

Farmers  Group 

946 

285 

262 

Carolina  Pwr  &  Lt 

928 

286 

218 

Detroit  Edison 

914 

287 

286 

Chesebrough-Pond's 

913 

288 

213 

American  General 

912 

289 

228 

Boise  Cascade 

909 

290 

446 

General  Instrument 

896 

291 

274 

Borg-  Warner 

896 

292 

180 

Kennecott 

893 

293 

332 

Ark  Louisiana  Gas 

892 

294 

■ 

Wheelabrator-Frye 

890 

295 

272 

American  Standard 

890 

296 

304 

Melville 

890 

297 

243 

Knight-Ridder  News 

888 

298 

■ 

Tandem  Computers 

888 

299 

433 

Natl  Semiconductor 

88.3 

300 

323 

Gould 

883 

301 

■ 

Sabine 

879 

302 

247 

Continental  Tel 

877 

303 

432 

Energy  Reserves  Gp 

875  . 

304 

377 

Pogo  Producing 

875 

305 

359 

Holiday  Inns 

865 

306 

356 

Northrop 

864 

307 

289 

Nabisco 

860 

308 

■ 

Valero  Energy 

860 

309 

229 

National  Distillers 

850 

310 

318 

Arizona  Public  Serv 

843 

311 

260 

Gillette 

842 

312 

370 

Texas  Gas  Transmn 

840 

313 

443 

Foster  Wheeler 

840 

314 

239 

Niagara  Mohawk  Pwr 

837 

315 

282 

Intl  Flavors  &  Frag 

833 

316 

227 

Lincoln  National 

833 

317 

252 

NLT 

823 

318 

■ 

Tidewater 

'  822 

319 

219 

Polaroid 

821 

320 

367 

Marriott 

821 

321 

235 

Owens-Corning  Fbrgls 

819 

322 

150 

Intl  Harvester 

816  ■ 

323 

384 

Penn  Central 

816 

324 

257 

Ohio  Edison 

814 

325 

240 

St  Paul  Companies 

812 

326 

■ 

Federal  Express 

— ' 

808  1 

327 

285 

Scott  Paper 

807 

328 

232 

Hercules 

806 

329 

349 

1\1LUK 

798 

330 

220 

Safeway  Stores 

797  - 

331 

■ 

ROLM 

792  1 

332 

267 

Pa  Power  &  Light 

791 

333 

308 

Celanese 

787 

334 

■ 

Gearhart  Industries 

787  1 

335 

■ 

Avnet 

786  1 

Not  on  500  list  in  1979. 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 

"CNA's  commitment  to  all 
lines  of  insurance  helps  life  agents 
like  me  maintain  stable  client 

relationships.  Whether  it's  for  life,  homeowners,  auto, 
or  business,  CNA  doesn't  introduce  a  product  one  year  and 
withdraw  it  the  next.  They  make  sure  they're  right  in  the  first 
place  by  talking  with  me  and  other  independent  agents  who 
represent  CNA.  After  all,  we  know  the  kinds  of  products  our 
clients  need.  Relationships  like  this  are  one  of  the  things  that 
make  the  American  Agency  System  great." 


P.  Thomas  Pope,  CLU 
Independent  Insurance  Agent 
Cleveland  Brokerage  Agency,  Inc. 
Cleveland,  Ohio 


INSURANCE  FROM 


OVA 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company  Continental  Assurance  Company  CNA  Plaza-Chicago.  IL  60685 


THE  FORBES  MARKET  VALUE  500 


Market 

% 
change 

Market 

% 
e  nil  nge 

Rank 

value 

over 

Rank 

value 

over 

i  own 

1  070 

I  v  /  V 

Company  ($000,000) 

1979 

i  own 
i  you 

1 979 

Company  ($000,000) 

1979 

336 

327 

Phelps  Dodge 

786 

22.8 

391- 

363 

Timkcn 

679 

18.8 

337 

321 

|uck  Eckcrd 

782 

19.7 

V>2 

376 

Data  General 

679 

22.9 

338 

271 

Crum  &  Forster 

782 

3.2 

393 

31  1 

Cleveland  Elec  Ilium 

677 

0.9 

339 

273 

Standard  Brands 

774 

3.5 

394 

.374 

lnterco 

676 

21.9 

Black  &.  Decker 

773 

-20.0 

395 

342 

Reynolds  Metals 

676 

9.7 

341 

299 

May  Dept  Stores 

772 

11.1 

396 

■ 

Inexco  Oil 

673 

72. 5 

342 

■ 

Natl  Medical  Entrprs 

771 

189.5 

397 

461 

City  Investing 

669 

54.8 

343 

387 

Auto  Data  Processing 

771 

44.8 

398 

■ 

DEKALB  AgResearch 

666 

76.2 

344 

■ 

Tele-Communications 

766 

150.1 

399 

439 

Eastern  Gas  &  Fuel 

662 

45.1 

lis 

■ 

Geosource 

766 

165.5 

400 

399 

R  R  Donnelley  &  Sons 

660 

28.0 

346 

427 

Belco  Petroleum 

765 

62.6 

401 

■ 

Cray  Research 

659 

233.7 

347 

276 

Borden 

764 

2.7 

402 

438 

Raychem 

656 

43.4 

348 

405 

First  City  Bancorp 

762 

51.4 

403 

344 

Wells  Fargo 

652 

6.4 

349 

312 

Eaton 

762 

13.8 

404 

293 

Baltimore  Gas  &  Elec 

646 

-7.9 

)jU 

Bankers  Trust  N  Y 

761 

75.7 

405 

Amer  Medical  Intl 

644 

85.0 

351 

■ 

Zapata 

759 

219.0 

406 

351 

Utah  Power  &.  Light 

642 

7.8 

352 

244 

Dana 

758 

-9.7 

407 

334 

Central  Tel  &  Utils 

641 

2.3 

353 

170 

Amer  Broadcasting 

758 

-30.6 

408 

■ 

Lear  Siegler 

639 

83.6 

354 

.329 

Capital  Cities  Comm 

758 

19.4 

409 

379 

Chemical  New  York 

639 

17.0 

355 

245 

Household  Finance 

757 

-9.8 

410 

388 

Medtronic 

639 

20.3 

356 

269 

Lucky  Stores 

757 

-1.5 

411 

■ 

Amer  Quasar  Petro 

638 

142.0 

357 

292 

Pillsbury 

752 

7.2 

412 

306 

No  States  Power 

631 

-8.0 

358 

346 

Fort  Howard  Paper 

752 

23.1 

413 

483 

American  Petrofina 

631 

54.2 

359 

361 

Beckman  Instruments 

751 

31.2 

414 

471 

Pioneer  Hi-Bred  Intl 

630 

47.7 

360 

3 1 7 

Northwest  Bancorp 

749 

13.6 

415 

354  Alexander  &  Alexander 

629 

6.7 

361 

408 

Kaneb  Services 

748 

50.2 

416 

469 

Storage  Technology 

628 

47.1 

362 

335 

Masco 

748 

19.4 

417 

398 

Gt  Northern  Nekoosa 

625 

20.9 

363 

■ 

LTV 

746 

259.6 

418 

■ 

Felmont  Oil 

623 

230. 1 

364 

362 

Pacific  Lumber 

746 

30.4 

419 

381 

Mellon  National 

623 

14.5 

365 

275 

F  W  Woolworth 

741 

-0.5 

420 

343 

First  Chicago 

622 

1.2 

366 

373 

Square  D 

740 

33.3 

421 

368 

Illinois  Power 

617 

9.4 

367 

457 

Cox  Broadcasting 

740 

70.8 

422 

331 

Greyhound 

615 

-2.6 

368 

360 

Owens-Illinois 

738 

28.1 

423 

■ 

Delhi  Intl  Oil 

615 

355.9 

369 

444 

Bausch  &  Lomb 

735 

64.1 

424 

369 

Quaker  Oats 

614 

9.1 

370 

462 

Cincinnati  Milacron 

734 

69.8 

425 

418 

Republic  of  Texas 

61 1 

26.3 

371 

445 

Overseas  Shipholding 

729 

63. 1 

426 

492 

Deluxe  Check  Printers 

61 1 

50.4 

372 

496 

)oy  Manufacturing 

726 

82.0 

427 

330 

Heublein 

609 

-4.0 

373 

322 

Genuine  Parts 

724 

1  1.1 

428 

401 

Firestone 

606 

18.4 

374 

288 

Union  Electric 

719 

1.9 

429 

393 

Kroger 

604 

15.1 

375 

265 

Norton  Simon 

718 

-7.8 

430 

■ 

EG&G 

600 

86.0 

376 

325 

Louisiana-Pacific 

714 

1 1.2 

431 

353 

First  Bank  System 

600 

1.2 

377 

208 

Fedl  Natl  Mortgage 

702 

-25.8 

432 

337 

Rohm  &  Haas 

598 

-3.6 

378 

298 

Public  Service  Ind 

700 

0.5 

433 

397 

Westvaco 

598 

15.6 

379 

310 

Whirlpool 

698 

2.8 

434 

371 

Colt  Industries 

591 

5.3 

380 

278 

Winn-Dixie  Stores 

695 

-5.5 

435 

468 

McGraw-Edison 

588 

37.7 

381 

406 

Brown-Forman  Dist 

694 

38.7 

435 

498 

A  E  Staley  Mfg 

588 

47.8 

382 

268 

Consolidated  Foods 

692 

-10.3 

437 

320 

Inland  Steel 

587 

-10.4 

383 

395 

Roadway  Express 

692 

32.9 

438 

303 

American  Can 

587 

-14.7 

384 

281 

Koppers 

691 

-4.1 

439 

222 

Bally  Manufacturing 

587 

-35.9 

385 

280 

Safeco 

690 

-4.7 

440 

437 

PACCAR 

583 

27.5 

386 

366 

R  H  M.icv 

687 

21.2 

441 

■   Shearson  Loeb  Rhoades 

583 

432.5 

387 

435 

Tosco 

685  . 

49  0 

442 

■ 

Petro-Lewis 

581 

315.0 

388 

324 

Mead 

684 

6.5 

443 

440 

Potlatch 

575 

26.4 

389 

■ 

Crouse-Hinds 

681 

196.2 

444 

460 

Public  Service  Colo 

570 

31.8 

390 

340 

MGIC  Investment 

680 

10.1 

445 

■ 

Amdahl 

570 

63.5 

Rank 

1980  1979 


Company 


Market 
value 
|$000,000| 


446 

428 

Gulf  States  Utils 

569 

447 

■ 

VURac  Consol  Oil&Gas 

567 

448 

383 

johns-Manville 

566 

449 

■ 

Adobe  Oil  &  Gas 

562 

450 

■ 

Centex 

559 

451 

380 

Pacific  Lighting 

559 

452 

481 

Supron  Energy 

558 

453 

■ 

First  Mississippi 

557 

454 

339 

Allegheny  Power 

554 

455 

Twentieth  Century-Fox 

554 

456 

319 

(efferson-Pilot 

552 

457 

434 

Adolph  Coors 

551 

458 

■ 

Tymshare 

549 

459 

347 

Northeast  Utilities 

546 

460 

■ 

Teleprompter 

543 

461 

400 

USLIFE 

542 

462 

333 

Esmark 

539 

463 

458 

Super  Valu  Stores 

535 

464 

403 

United  States  Gypsum 

534 

465 

475 

Willamette  Inds 

533 

466 

422 

Potomac  Elec  Power 

531 

467 

■ 

Advanced  Micro  Devcs 

527 

468 

■ 

Mallinckrodt 

524 

469 

■ 

Pall 

523 

470 

375 

Ethyl 

522 

471 

■ 

Parsons 

517 

472 

314 

UAL 

517 

473 

350 

Northwest  Airlines 

514 

474 

■ 

Petrolite 

512 

475 

412 

Gulf  United 

512 

476 

■ 

Northwest  Energy 

511 

477 

■ 

Crocker  National 

509 

478 

417 

Duquesne  Light 

507 

479 

425 

Burlington  Inds 

505 

480 

■ 

IC  Industries 

505 

481 

449 

Pitney  Bowes 

504 

482 

■ 

Dorchester  Gas 

504 

483 

487 

Bucyrus-Erie 

503 

484 

■ 

North  Amer  Philips 

502 

485 

421 

Diamond  Intl 

498 

486 

372 

Capital  Holding 

495 

487 

■ 

Rollins 

494 

488 

409 

Jim  Walter 

494 

489 

■ 

Phila  Suburban 

493 

490 

■ 

Foremost-McKesson 

493 

491 

452 

Avco 

492 

492 

■ 

MCI  Communications 

489 

493 

488 

Parker-Hannifin 

489 

494 

391 

W  W  Grainger 

488 

495 

■ 

Peabodv  Intl 

488 

496 

426 

Chubb 

486 

497 

■ 

Foxboro 

486 

498 

450 

Cessna  Aircraft 

485 

499 

■ 

Sanders  Associates 

485 

500 

316 

Southland 

485 

Not  on  500  list  in  19~9. 
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: 


c&c 

COMPUTER  AND  COMMUNICATIONS 


THE  COMPUTER 

AND 

COMMUNICATIONS 

COMPANY, 

keeps  you  on  top  of  your  business. 


1  The  age  of  office  auto- 
j  mation  is  upon  us,  and  you 
can  take  the  first  step  into 
it— and  all  the  way- 
with  NEC. 

Take  our  small  business 
computer.  Its  precise  power 
should  help  you  process 
things  in  the  office  more 
|  smoothly.  And  just  about 
anyone  can  operate  it. 
Along  with  office  compu- 
ters, we  also  make  an  array 
|  of  fully  integrated  office 
systems  and  equipment. 
They  give  your  office  the 
sharp  edge  of  automation, 
boost  productivity  and 
increase  profits.  Which  is 
really  what  office  auto- 
mation is  about. 
Helping  you  stay  on  top  of 
your  business  through 
office  automation  is  yet 
another  way  NEC's  Com- 
puter &  Communications, 
or  C&C,  technology  is  posi- 
tively affecting  business 
and  other  communities  in 
more  than  130  countries. 


NEC 

Nippon  Electric  Co.,  Ltd. 

Tokyo,  Japan 


If  long-term  financing 
is  what  you  need, 
we  won't  sell  you  short. 

Long  term. 
Medium  term. 
Short  term. 
Or  a  combination. 

Whichever  kind  of  financing  fits  your  needs,  First  Chicago  provides. 
We  don't  play  favorites. 

Long-term  financing  through  private  placements  offers  some  unique 
advantages  to  companies  large  and  small.  And  First  Chicago  is  uniquely 
qualified  to  deliver  it. 

We  set  precedent  with  our  first  private  placement  back  in  72,  long 
before  most  banks  had  even  considered  it.  And  we've  been  setting  the  pace 
ever  since,  with  over  100  to  our  credit  so  far. 

But  first  things  first.  Before  we  recommend  any  kind  of  financing,  our 
knowledgeable  relationship  managers  and  corporate  finance  advisors 
perform  a  thorough  analysis  of  your  company's  financial  condition  as  well 
as  growth  and  funding  programs. 

We  look  for  ways  to  match  the  cash  flows  generated  by  assets  with  the 
capital  supporting  those  assets.  And  we  work  within  a  framework  of 
factors  such  as  your  projected  growth  and  our  evaluation  of  current  and 
future  capital  market  conditions. 

If  a  private  placement  is  indicated,  our  in-depth  knowledge  of  the 
market  enables  us  to  locate  the  institutional  investors  whose  industry 
preference  and  investment  criteria  mesh  closely  with  your  situation. 

One  more  thing.  If  a  sudden  shift  in  interest  rates  dictates  a  delay  in 
the  deal,  First  Chicago  has  the  capability  to  provide  a  bridge  loan  to 
tide  you  over. 

If  you're  planning  a  private  placement,  or  if  you'd  like  to  explore  the 
long  and  short  of  corporate  finance,  contact  your  First  Chicago 
relationship  officer.  Or  phone  Geoffrey  Stringer,  Division  Head,  Corporate 
Finance  (312)  732-6532. 

Geoffrey  Stringer,  Division  Head,  Corporate  Finance  (left)  structures  a  private  placement 
with  Jim  Brannen,  head  of  First  Chicago's  Midwest  Division. 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


Atlanta  •  Baltimore  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Houston  •  Los  Angeles  •  New  York  •  San  Francisco 

Abu  Dhabi  •  Athens  •  Beijing  •  Beirut  •  Brussels  •  Cairo  •  Calgary  •  Caracas  •  Cardiff  •  Cayman  Islands  •  Dubai 
Dublin  •  Diisseldorf  •  Edinburgh  •  Frankfurt  •  Geneva  •  Guernsey  •  Hong  Kong  •  Jakarta  •  Kingston  •  Lagos 
London  •  Madrid  •  Manila  •  Mexico  City  •  Milan  •  Munich  «  Nairobi  •  Panama  City  •  Paris  •  Port-au-Prince  •  Rome 
Rotterdam  •  Sao  Paulo  •  Seoul  •  Sharjah  •  Singapore  •  Stockholm  •  Sydney  •  Tokyo  •  Toronto  •  Warsaw  •  Zurich 

(£)  1981  The  First  National  Bank  of  Chicago.  Member  F.D.I.C. 


THE  DIMENSIONS  OF  AMERICAN  BUSINESS 


SUMMARY 


! 


— Where  they  rank 

1980 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net  pi 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end| 

($000) 

($000) 

($000) 

($0Q 

398 

292 

53 

126 

Abbott  Laboratories  (Dec) 

2,062,835 

2,038,155 

3,489,610 

214/ 

■ 

■ 

486 

■ 

■ 

ACF  Industries  (Dec) 

1,109,488 

1,029,063 

414,414 

44,5 

: 

■ 

■ 

449 

■ 

Adobe  Oil  &  Gas  (Dec) 

277,938 

154,382 

561,920 

21, 

- 

■ 

■ 

467 

■ 

Advanced  Micro  Devices  (Mar) 

164,756 

225,593 

527,160 

23,2 

> 

11 

23 

67 

38 

Aetna  Life  &  Casualty  (Dec) 

35,752,700 

13,318,000 

2,845,636 

508,2 

44 

396 

■ 

■ 

H  F  Ahmanson  (Dec) 

13,109,603 

1,371,119 

463,106 

48,C 

469 

383 

224 

266 

Air  Products  &  Chemicals  (Sept) 

1,750,621 

1,420,759 

1,180,222 

115," 

482 

■ 

■ 

Akzona  (Dec) 

846,708 

1,054,015 

151,458 

4,a 

■ 

■ 

■ 

442 

Alaska  Interstate  (Dec) 

593,631 

261,652 

433,251 

63,1 

i 

188 

■ 

■ 

Albertson's  (Jan) 

627,219 

3,039,129 

300,125 

41,1 

Hi 

268 

■ 

■ 

Alco  Standard  (Sept) 

739,055 

2,234,327 

322,875 

50,a 

■ 

415 

469 

Alexander  &  Alexander  Services  (Dec) 

673,263 

411,872 

628,524 

56,3 

■ 

■ 

■ 

402 

Alexander  &  Baldwin  (Dec) 

655,492 

431,733 

292,736 

71,1 

222 

448 

■ 

487 

Alleghany  (Dec) 

3,353,622 

1,165,620 

308,583 

54,2 

255 

450 

454 

294 

Allegheny  Power  System  (Dec) 

3,009,892 

1,159,502 

553,960 

103,7 

275 

■ 

■ 

■ 

Allied  Bancshares  (Dec) 

2,855,187 

294,346 

374,874 

37,2 

154 

77 

136 

81 

'Allied  Corp  IDec) 

4,538,000 

5,519,000 

1,791,662 

289,( 

i 

491 

257 

■ 

355 

Allied  Stores  (Jan) 

1,620,270 

2,298,838 

421,091 

83,9 

■  Not  on  500  list. 

'Formerly  Allied  Chemical. 
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On  these  and  the  following  pages,  a 
summary  of  all  four  FORBES  500 
rosters.  The  companies  are  listed 
alphabetically.  We  give  their  rankings 
in  sales,  profits,  assets  and  market 
value,  the  actual  figures  reported 
that  determined  those  rankings,  and 
the  names  of  their  chief  executives. 


Share  data:  1980- 


sh 


Shares 
outstanding 
|000) 

Where 
traded 

Ticker 
symbol 

Earnings 
before 
extraordinary 
items 

Dividends 

Market 
price 
(Dec.  31) 

Corporate 
headquarters 

Number  of 
employees 
(000) 

Chief  executive 

61,763 

NYSE 

ABT 

3.46 

1.15 

56% 

North  Chicago,  111 

31.0 

Robert  A  Schoellhorn 

9,009 

NYSE 

ACF 

5.02 

2.44 

46 

New  York,  NY 

13.3 

John  F  Burditt 

14,196 

ASE 

AOI 

1.47 

0.13 

395/s 

Midland,  Tex 

0.4 

B  J  Pevehouse 

15,280 

NYSE 

AMD 

1.47 

none 

34'/i 

Sunnyvale,  Cal 

7.3 

Walter J  Sanders  III 

80,442 

NYSE 

AET 

6.30 

2.04 

35% 

Hartford,  Conn 

39.1 

John  H  Filer 

23,749 

NYSE 

AHM 

2.07 

1.20 

19'/2 

Los  Angeles,  Cal 

4.3 

William  H  Ahmanson 

'6,878 

28,525 

NYSE 

APD 

4.07 

0.80 

41% 

Allentown,  Pa 

15.2 

Edward  Donley 

1-6,620 

12,239 

NYSE 

AXO 

0.40 

0.80 

12% 

Asheville,  NC 

15.9 

Claude  S  Ramsey 

.5,617 

12,558 

NYSE 

AKI 

5.22 

0.50 

34% 

Houston,  Tex 

1.4 

O  Charles  Honig 

f6,504 

14,821 

NYSE 

ABS 

2.70 

0.75 

20'/4 

Boise,  Ida 

27.0 

Warren  E  McCain 

'3,957 

9,427 

NYSE 

ASN 

5.25 

1.76 

34% 

Valley  Forge,  Pa 

17.8 

Ray  B  Mundt 

f0,671 

18,486 

NASDAQ 

AALS 

3.06 

1.64 

34 

New  York,  NY 

'7.5. 

John  A  Bogardus  Jr 

1,740 

9,148 

NASDAQ 

ALEX 

7.89 

1.93 

32 

Honolulu,  Haw 

3.8 

Robert  J  Pfeiffer 

0,604 

9,351 

NYSE 

Y 

4.76 

1.08 

33 

New  York,  NY 

9.0 

Fred  M  Kirby 

11,212 

40,288 

NYSE 

AYP 

2.59 

1.80 

13% 

New  York,  NY 

5.6 

Charles  B  Finch 

4,662 

1 1,403 

NASDAQ 

A  LBN 

3.36 

0.79 

32% 

Houston,  Tex 

1.7 

Gerald  H  Smith 

•4,000 

33,489 

NYSE 

ACD 

8.15 

2.15 

53  Vz 

Morns  Township,  NJ 

46.9 

Edward  L  Hennessey  Jr 

!0,041 

20,172 

NYSE 

ALS 

4.11 

1.68 

20% 

New  York,  NY 

54.0 

Thomas  M  Macioce 

hare  data  adjusted  for  stock  splits  and  stock  dividends  through  May 

11,  1981. 

I,  MAY  11,  1981 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS 


-Wherv  they  rank:  1980 


Market 

Net 

Assets 

Sales 

of  common 

Net  prol 

Assets 

Sales 

value 

profits 

1  1 1 1 1  Uti 1 1  y  \  1 1  ■ '   i  i   .'ii  l  i  iu  [ 

Koo.ni 

■ 

287 

■ 

■ 

Allis-Chalmers  (Dec)  . 

1,548,830 

2,063,940 

453,051 

48,22 

142 

90 

97 

45 

Aluminum  Company  of  America  (Dec) 

5,188,082 

5,147,608 

2,178,317 

469,94 

134 

201 

76 

44 

AMAX  (Dec) 

5,275,600 

2,949,170 

2,560,676 

470,39 

■ 

■ 

445 

■ 

Amdahl  (Dec) 

389,606 

394,351 

569,633 

15,22 

109 

56 

54 

35 

Amerada  Hess  (Dec) 

C  UQC  AAA 

r»,oyb,444 

7  U/iU 

/,ooo,VOo 

1  A  U<  U71 
.3,400,0  f  O 

CACi  1A 

o4U,Z4 

231 

141 

■ 

a 

American  Airlines  (Dec) 

3,277,883 

3,820,978 

258,282 

-125,23 

428 

■ 

■ 

■ 

American  Bank  &  Trust  Pa  (Dec) 

1,930,349 

200,466 

97,048 

19,64 

182 

121 

102 

50 

American  Brands  (Dec) 

3,970,883 

4,276,527 

2,103,118 

405,48 

■ 

262 

353 

205 

American  Broadcasting  Companies  (Dec) 

1,410,876 

2,256,216 

758, 1 1 7 

146,30 

282 

108 

438 

349 

American  Can  (Dec)* 

Z,oZZ,UUU 

a  a  l  ">  inn 
4,olZ,ZUU 

C07    1  AO 

DO  1 ,  14V 

OC  7fl 

268 

160 

159 

187 

American  Cyanamid  (Dec) 

2,916,563 

3,453,934 

1,564,401 

159,19 

56 

147 

84 

61 

American  Electric  Power  (Dec) 

10,951,984 

3,756,464 

2,478,803 

348,37 

28 

78 

65 

58 

American  Express  (Dec) 

19,709,000 

5,504,000 

2,868,779 

376,00 

305 

■ 

■ 

■ 

American  Fletcher  (Dec) 

2,656,592 

293,053 

70,789 

19,09 

83 

258 

288 

1 76 

2  American  Ceneral  (Dec) 

7  TOO 

y  1  Z,o04 



345 

143 

41 

47 

American  Home  Products  (Dec) 

2,370,262 

3,798,524 

4,374,478 

445,88 

■ 

251 

116 

249 

American  Hospital  Supply  (Dec) 

1,457,459 

2,339,896 

1,953,971 

122,19 

87 

217 

68 

85 

American  International  Group  (Dec) 

6,899,756 

2,709,475 

2,837,100 

282,16 

■ 

■ 

405 

■ 

American  Medical  International  (Aug) 

544,530 

537,059 

643,833 

32,38 

■ 

234 

■ 

■ 

American  Motors  (Dec) 

l,UZ8,yb  / 

Z,  jjZ,Do  1 

ZZU,  f  oz 

1  Q7  CI 

— iy /,3Z 

271 

■ 

■ 

422 

American  National  Insurance  (Dec) 

2,894,938 

661,126 

395,893 

67,97 

162 

189 

233 

258 

American  Natural  Resources  (Dec) 

4,383,491 

3,038,546 

1,145,210 

118,231 

■ 

282 

413 

290 

American  Petrofina  (Dec) 

1,187,572 

2,098,464 

630,513 

104,27 

■ 

■ 

411 

■ 

American  Quasar  Petroleum  (Dec) 

210,220 

44,935 

637,787 

4,92 

425 

■ 

■ 

■    American  Savings  &  Loan  Assn  of  Fla  (Sept) 

1   03C  Q3I 

l,yoo,yo  I 

1  (J/C  fill 

ca  AOO 

4,33 

299 

■ 

■ 

■ 

.American  Security  (Dec) 

2,713,526 

273,100 

123,476 

23,82 

■ 

221 

295 

188 

American  Standard  (Dec) 

1,578,371 

2,673,589 

890,354 

156,89 

■ 

65 

■ 

■ 

American  Stores  (Ian) 

1,292,992 

6,419,884 

209,945 

51,55 

I 

5 

2 

1 

American  Telephone  &  Telegraph  (Dec) 

125,450,800 

50,791,200 

36,137,247 

6,079,70 

123 

■ 

■ 

■ 

AmeriTrust  (Dec) 

5,oUl,y4Z 

CiC/C  AAA 

DOO,  444 

Z8o,o44 

C.  1  70 

■ 

360 

■ 

467 

AMF  (Dec) 

979,321 

1,534,030 

451,990 

56,591 

■ 

300 

■ 

385 

Amfac  (Dec) 

1,235,983 

1,922,399 

365,780 

76,1  a 

■ 

453 

130 

232 

AMP  (Dec) 

929,192 

1,155,382 

1,867,293 

131,27 

294 

■ 

■ 

■ 

'AmSouth  Bancorporation  (Dec) 

2,738,570 

281,522 

1 49,405 

28,35 

■ 

414 

• 

■ 

Amstar  (June) 

606,93 1 

1  1  o a  noo 
I,Z84,yon 

111  1/10 

Zl  1, 148 

oU,o3i 

■ 

■ 

■ 

406 

Amsted  Industries  (Sept) 

453,321 

914,868 

465,750 

71,20 

■ 

335 

■ 

499 

Anderson,  Clayton  (June) 

865,016 

1,703,102 

253,894 

52,74 

328 

170 

203 

169 

Anheuser-Busch  Companies  (Dec) 

2,449,800 

3,295,400 

1,253,856 

171,80 

■ 

■ 

131 

■ 

Apple  Computer  (Sept) 

65,350 

117,126 

1,865,341 

11,69 

■ 

212 

■ 

440 

ARA  Services  (Sept) 

l  no  7  n/CC 

i  on,£  mn 
Z,oUo,UZU 

a4/,OZo 

Oo,Z4 

■ 

213 

146 

264 

Archer  Daniels  Midland  (June) 

1,365,564 

2,802,011 

1,647,311 

115,99 

405 

■ 

■ 

■ 

Arizona  Bank  (Dec) 

2,030,727 

213,390 

120,842 

15,48 

264 

■ 

310 

208 

Arizona  Public  Service  (Dec) 

2,928,484 

765,760 

842,722 

143,29 

■ 

■ 

293 

394 

Arkansas  Louisiana  Gas  (Dec) 

1,219,550 

974,510 

892,222 

73,42 

192 

75 

103 

95 

Armco  (Dec) 

i  one  /ion 

z  /C7o  nnn 

Z,  1U 1  ,ojo 

zc*o,ou 

■ 

407 

■ 

■•Armstrong  World  Industries  (Dec) 

891,513 

1,322,967 

352,645 

48,56 

401 

311 

200 

125 

ASARCO  (Dec) 

2,044,751 

1,817,032 

1,280,676 

216,471 

221 

52 

253 

134 

Ashland  Oil  (Sept) 

3,357,614 

8,118,369 

1,074,694 

205^12 

■ 

297 

■ 

■ 

Associated  Dry  Goods  (Jan) 

1,020,871 

1,952,239 

331,485 

52,21 

440 

■ 

■ 

■ 

Atlantic  Bancorp  (Dec) 

1,897,418 

189,925 

76,096 

15,61 

■  Not  on  500  list. 

formerly  American  General  Insurance. 

^Formerly  Alabama  Bancorporation. 

"Formerly  Armstrong  Cork. 
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FORBES,  MAY  11,  1 


A  SUMMARY  OF  THE  500'S  RANKINGS 


 Share  data 

1980  

Ldl  lllllga 

Cash 

Shares 

before 

Market 

Number  of 

flow 

outstanding 

Where 

Ticker  e> 

traordinary 

price 

Corporate 

employees 

($000) 

(000) 

traded 

symbol 

items 

Dividends 

(Dec.  31 1 

headquarters 

(000) 

Chief  executive 

74,423 

12,455 

NYSE 

AH 

3.60 

2.00 

36% 

West  Alhs,  Wise 

28.9 

David  C  Scott 

735,815 

73,066 

NYSE 

AA 

6.54 

1.60 

29% 

Pittsburgh,  Pa 

45.6 

W  H  Krome  George 

:  0  a  j  3n 

)Z4,ooU 

AO  H77 

NTVCP 
IN  I  ot 

A  TV/T  Y 
AIV1A 

7  A  ft 
/  .4o 

0  AC\ 
Z.4U 

zll  Va 

Greenwich,  Conn 

on  a 

ZU.4 

Pierre  Gousseland 

~T£.  OAO 
/  0,Z4Z 

l  a  ft7ft 

lo,o  f  O 

AJVlrl 

n  ft3 
U.oO 

n  an 

333/4 

Sunnyvale,  Cal 

4  n 

*+.u 

Eugene  R  A^hite 

\A  £.  O  ~FC\ 

\1VCC 

IN  i  or. 

AnL 

0.44 

i  nn 
1  .uu 

A  33/„ 
4ov8 

iNew  1  orK,  in  1 

ft  A 
0.4 

Leon  Hess 

152,215 

28,698 

NYSE 

AMR 

-4.78 

0.10 

9 

Dallas,  Tex 

45.3 

Albert  V  Casey 

j  25(075 

7,058 

NASDAQ 

A  PEN 

2.78 

0.95 

13% 

Reading,  Pa 

1.8 

Samuel  A  McCullough 

IAO  &AQ 

0  7  137 

Z /,  la/ 

IN  X  Ot 

A  AA.H 

AJviri 

i  a  no 

1 4.UZ 

c  on 
3,yu 

771A 

/  /  /2 

INcW  I  OTK,  IN  I 

3Z.3 

Edward  W  Whitternore 

on  i  on 
r  Vu,  1  ou 

oq  ono 

MVCE 
IN  I  OE. 

A  Dr^ 

3.  lo 

l  An 
1  ,ou 

0  A7/o 
ZO  /8 

iNew  iorK,  in  1 

10ft 
I  Z.o 

Leonard  H  Goldenson 

mo  i nn 
('4Z,  1UU 

1  O  3  2C\ 

IN  I  ot 

A  0 
4.Z0 

o  on 
z.yu 

jU/8 

Greenwich,  Conn 

3  1  -U 

William  S  Woodside 

327,046 

47,951 

NYSE 

ACY 

3.32 

1.60 

32% 

Wayne,  N( 

42.6 

Dr  James  G  Affleck 

'49,957 

146,892 

NYSE 

AEP 

2.41 

2.23 

16% 

Columbus,  Ohio 

26.7 

Willis  S  White  Jr 

cc  nnn 
,  O  3,UUU 

71  0  7/1 

IN  I  or. 

A  YP 
AAr 

3.Z  / 

i  .y3 

4U  /4 

iNew  i  orK,  in  1 

aa  n 

James  D  Robinson  III 

i  Zo,oZo 

4,30/ 

IN  AolJA^ 

A  EI  T 

ArL  I 

4. 1  o 

I  1A 
1  .Z4 

1  CIA 

13/2 

Indianapolis,  Ind 

0  ^ 
Z.3 

Frank  E  McKinney  Jr 

j  3(5,4 1 U 

0  4  AO  3 
Z  4,470 

IN  I  OC 

Apr 

O.30 

i  nn 
1  .uu 

O  /  /4 

Houston,  Tex 

ft  3 
0.0 

iridium  0  nuuK 

25,568 

155,537 

NYSE 

AHP 

2.84 

1.70 

28Vs 

New  York,  NY 

49.8 

John  W  Culligan 

:02,944 

40,602 

NYSE 

AHSi 

3.03 

0.89 

48  Vs 

Evanston,  111 

31.1 

Karl  D  Bays 

.77  ft73 

37  ftoa 

O  /  ,OZO 

7  Aft 
/  .4-0 

n  d.ft 

U.4CS 

7C 

/  3 

Mpw  YnrV  MY 

90  ft 

IA).  O 

.A3  7C.it 

1  C  1  /to 
13,1 4y 

IN  I  OE. 

AIVU 

0  10 
Z.  1Z 

n  k  a 

U.30 

40  1A 
4Z  72 

oeveny  runs,  '^ai 

1  ft  A 
1  0.4 

Royce  Diener 

.3  i,ey  f 

30,  y  /O 

IN  i  or- 

A  Alpi 

a  nn 
— o.uu 

U.  1 3 

37A 
O  /8 

Southfield,  Mich 

1A  Q 
Z4.V 

Gerald  C  Meyer 

.00,349 

30,749 

NASDAQ 

ANAT 

2.21 

0.62 

12% 

Galveston,  Tex 

12.7 

Orson  C  Clay 

•61,695 

23,253 

NYSE 

ANR 

5.11 

3.38 

49% 

Detroit,  Mich 

16.0 

Arthur  R  Seder  Jr 

/  D,  OOJ 

1  n  778 

1U,  /  /  O 

AOL 

API  A 
nil  t\ 

y.oy 

3  nn 

o.uu 

Jo  /2 

Dallas,  Tex 

2  7 

IWvUdlU   1  V  JillldllU 

zu,o/  o 

on  nno 
zu,  uuy 

U.Z3 

none 

3  1  % 

0 1  /» 

Fort  Worth,  Tex 

n  3 

u.o 

D  irhi  rf\    I     T  nii7£i 

SvItlldlU  Li  LUWC 

fid  ^£8 

Z,33y 

in  i  or 

AAA 

AAA 

1  .oo 

n  an 

U.oU 

0  1  3A 
Z  1  /8 

Miami,  Fla 

w.o 

f\nnt*t*ic  M  Rrnin 
ITlUrilS  IN  OlUdU 

37J33 

3,579 

NASDAQ 

ASEC 

6.62 

2.25 

34'/2 

Washington,  DC 

1.4 

W  Jarvis  Moody 

,40,119 

27,083 

NYSE 

AST 

5.69 

2.00 

32% 

New  York,  NY 

49.1 

William  A  Marquard 

3^  QQ3 

Q  ftOO 

y,ozz 

IN  i  or. 

AoVw 

A  1  1 
4.11 

n  an 

U.oU 

Z  1  /8 

Colt    T    rth-c    C^i+IT  ITl-lk 

oait  LaKe  v_iry,  utan 

ao  n 
oz.u 

Lenme  S  Skaggs 

0  / ,  1UU 

/  34,oZ3 

MVCE 

IN  i  or. 

1 

ft  1  O 

o.  iy 

nn 
3.UU 

4  /  78 

Mp,.,  Vnrl  MV 

INew  1  orK,  in  1 

1  c\aa  n 

1  ,U44.U 

Charles  L  Brown 

ftO  AQ3 

Q  007 

y,zz  f 

A  MTD 

3.0Z 

0  CA 
Z.OO 

31 1/. 
01/4 

Cleveland,  Ohio 

t.3 

i»l  DrULK  T'CII 

13,222 

20,545 

NYSE 

AMF 

2.76 

1.24 

22 

White  Plains,  NY 

27.6 

W  Thomas  York 

27,262 

13,674 

NYSE 

AMA 

5.37 

1.32 

26% 

Honolulu,  Haw 

25.2 

Henry  A  Walker  Jr 

87  644 

in  i  or 

AMP 

3  A^ 

i  nn 

1  .uu 

Harrisburg,  Pa 

1  ft  0 

JU3CUII  mJ  UIC1IIIC1 

43, 1  ZU 

7  37ft 

f  ,o  /  o 

A  RMr 

adinl^ 

3  ft^ 

1  30 
1  ,OZ 

oniA 

ZU  /4 

Birmingham,  Ala 

3  ^ 

O.J 

Inhn  W  WnnHc 

^L3  ftftA 
3o,Oo4 

ft  Qftc. 

in  i  or 

A  CD 
AoK 

3  30 

o.oz 

1  3C 

0  31A 

ZO  72 

iNew  iorK,  in  1 

ft  n 

O.U 

Pc.KtifS  T  Onif rinpvpr 

ivuiicii  1  vjuiiiuicycr 

.95,579 

10,800 

NYSE 

AD 

6.60 

2.41 

43  Vs 

Chicago,  111 

11.5 

Robert  H  Wellington 

60,632 

12,310 

NYSE 

AYL 

4.00 

1.14 

20% 

Houston,  Tex 

17.3 

Thomas  J  Barlow 

4  /  ,oUU 

/I  C   1  C/l 

43, 1  o4 

MVCE 

IN  i  or, 

o.oU 

n  oo 

u.yy 

0  73/. 
Z/74 

St  Louis,  Mo 

1  ft  n 
1  o.u 

August  A  Busch  III 

l  2  ftOO 
ft  lo,oZZ 

ca  AAO 
^4,00Z 

M  A  cr^  A  f"\ 
IN  AolJA^ 

A  A  PT 

AA1  L 

n  0>1 

U.Z4 

none 

1A  1A 
o4/8 

Cupertino,  Cal 

1  n 
1  .U 

/\  V,  iTldrKKUld 

,41,034 

1 1  ncA 

1  l,UoU 

IN  i  or 

ADA 
AKA 

C  33 

3.00 

1  eft 
1  .oo 

3  1  3  A 
O  1  /8 

Philadelphia,  Pa 

1  on  n 

1  ZU.U 

William  S  Flshman 

.67,275 

66,558 

NYSE 

ADM 

2.03 

0.13 

24% 

Decatur,  111 

5.6 

Dwayne  O  Andreas 

23,208 

7,334 

NASDAQ 

ABKP 

2.12 

0.75 

16'/2 

Phoenix,  Ariz 

2.1 

Donald  B  Tostenrud 

73  Q7ft 
11  '3,y  /  o 

A7  ft  1  4 
4  /,o  14 

IN  I  or 

A  7D 

o  7*; 

Z.  ID 

o  nA 
z.uo 

1  75A 
1  /  / 8 

Phoenix,  Ariz 

3.4 

ivciin  l  x  ui icy 

MAS.  3^3 
H<43,030 

Z3,  loo 

MVCE 

IN  i  or 

Air 
AIAj 

0  oo 

z.yz 

10ft 
1  .Zo 

3  CIA 
OO  72 

Shreveport,  La 

4  ft 
4.0 

Edward  Sheffield  Nelson 

j  30  nnn 

llo7,UUU 

Qc:  3  1  0 
33,0  1 Z 

IN  I  or 

A  C 

Ao 

/I  73 
4.  /  O 

1  C7 
1.3/ 

3ft 
OO 

Middletown,  Ohio 

^ft  ft 

30.0 

Harry  Holiday  Jr 

K)3,970 

24,747 

NYSE 

ACK 

1.94 

1.10 

14V4 

Lancaster,  Pa 

22.6 

Harry  A  Jensen 

95,733 

29,611 

NYSE 

AR 

7.31 

1.85 

43% 

New  York,  NY 

12.7 "' 

Charles  F  Barber 

61,234 

26,454 

NYSE 

ASH 

6.80 

2.25 

405/8 

Russell,  Ky 

24.6 

Orin  E  Atkins 

94,215 

13,530 

NYSE 

DG 

3.86 

1.55 

2472 

New  York,  NY 

49.8 

William  P  Arnold 

24,923 

5,248 

NASDAQ 

ABAN 

2.98 

0.86 

14V2 

Jacksonville,  Fla 

2.8 

Billy  J  Walker 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  11,  1981. 

:S,  MAY 

11,  1981 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS 


Assrts 


Company  (fiscal  year  end) 


Sales 
|$OGO) 


of  common 
|$000| 


Net  prol 

($ooq 


A 


36  15  10  9  Atlantic  Richfield  IDec)  .  16,604,844  23,744,302  15,125,699 

■  ■  343  ■  Automatic  Data  Processing  (June)  356,699  454,934  770,616 
113  278  491  274  Avco  (Nov)  5,843,526  2,149,906  492,275 

■  423  335  403  -  Avnet  (June)  619,040  1,266,804  786,267 

■  229  106  106  Avon  Products  (Dec)  1,571,400  2,569,100  2,052,721 


1,651 
38,24 
112,19 
71,7(J 
241,3(1 


259 


318 


250 


358 


432 


60 
■ 

439 
404 


219 
492 
494 
216 


Bathe  Group  (July)  2,965,953  621,957  236,705  26,75) 

Baker  International  (Sept)  1,401,889  1,547,444  3,244,163  138,62! 

Baldwin-United  (Dec)  2,590,876  939,571  427,808  53,63 

Bally  Manufacturing  (Dec)  658,653  679,113  586,776  53,46} 

Baltimore  Gas  &  Electric  (Dec)  3,073,013  1,226,442  645,628  139  39 


281 
190 
310 
147 
349 


Banc  One  IDec)  2,823,728  300,218  222,300  32,84) 

BanCal  Tri-State  (Dec)  3,851,924  397,149  117,504  16,9fl 

Banco  Popular  de  Puerto  Rico  (Dec)  2,630,127  280,595  67,500  23,46] 

BancOhio  (Dec)  5,002,103  511,712  116,667  7,93 

Bancorp  Hawaii  (Dec)  2,342,951  240,520  119,067  25,07] 


59 
336 
3 

13 
159 


464 
■ 

29 
150 


40 

350 


28 
127 


Bank  of  New  York  (Dec)  10,422,805  1,101,876  232,061  48,76 

Bank  of  Virginia  (Dec)  2,403,117  282,104  65,3  17  12,35| 

BankAmerica  (Dec)  111,617,291  12,074,540  4,453,798  643,441 

Bankers  Trust  New  York  (Dec)  34,201,630  3,693,294  761,131  213,80( 

Barnett  Banks  of  Florida  (Dec)  4,430,818  434,769  252,225  37,691 


■  ■  369  ■  Bausch  &  Lomb  (Dec)  413,392  582,681  734,886  52,33 

■  394  133  234  Baxter  Travenol  Laboratories  (Dec)  1,412,638  1,374,384  1,843,011  128,40 
237  ■  ■  ■  BayBanks  (Dec)  3,207,268  307,177  108,807  26,54 
180  49  129  80  Beatrice  Foods  (Feb)  3,980,279  8,290,509  1,875,451  290,14 

■  ■  359  ■  Beckman  Instruments  (June)  534,175  549,272  750,775  36,551 


266 
70 
139 


140 

230 
61 


257 
346 
185 
■ 

231 


436 
378 
149 

323 
252 


Becton,  Dickinson  (Sept)  841,441  942,031  1,051,375 

Belco  Petroleum  (Dec)  1,001,303  836,933  765,055 

Bendix(Sept)  2,923,500  3,861,700  1,358,711 

'Beneficial  Corp  (Dec)  8,299,700  2,568,900  484,553 

Bethlehem  Steel  (Dec)  5,206,800  6,743,000  1,152,007 


64,69 
77,89 

191,60 
92,80 

121,00 



394 
108 


377 
389 
■ 

40 


194 

340 


45 


343  Big  Three  Industries  (Dec)  815,048  659,121  1,312,602  86,60) 

331  Black  &  Decker  Manufacturing  (Sept)  1,183,219  1,438,299  772,981  90,05* 

423  Blue  Bell  (Sept)  868,774  1,397,760  324,680  67,91( 

■  Boatmen's  Bancshares  (Dec)  2,073,289  182,926  71,990  15,64 

31  Boeing  (Dec)  5,931,300  9,426,200  4,252,017  600,501 


302 
307 
437 
■ 

460 


194 
115 

222 
497 


289 
347 
291 


223 
201 
239 
■ 

428 


Boise  Cascade  (Dec) 
Borden  (Dec) 
Borg- Warner  (Dec) 
Borman's  (Jan) 
Boston  Edison  (Dec) 


2,679,190 
2,643,294 
1,901,600 
145,535 
1,784,124 


3,018,940 
4,595,795 
2,673,300 
1,000,795 
886,396 


908,612 
764,286 
895,698 
9,845 
299,452 


136,271 
147,86) 
126,10) 

66,75 


376 
451 


374 
179 


433 


59 
■ 

381 


93 


Braniff  International  (Dec)  1,107,368  1,452,130  100,095  -131,431 

Bristol-Myers  (Dec)  2,209,400  3,158,300  3,322,735  270,601 

Broadview  Financial  (Dec)  1,858,075  166,375  21,183  -2,17, 

Brown-Forman  Distillers  (Apr)  461,338  423,391  693,803  50,38! 

Brown  Group  (Oct)  538,578  1,220,884  226,858  44,97^ 


386 
135 
189 


438 
■ 

204 
136 
209 


483 
479 

87 
93 


364 
121 

362 


Brunswick  (Dec)  924,331  1,199,709  313,317  23,921 

Bucyrus-Erie  (Dec)  625,544  511,293  502,695  48,23^ 

Burlington  Industries  (Sept)  2.117,341  2,900,649  505,494  81,33f 

Burlington  Northern  (Dec)  5,267,005  3,953,640  2,396,681  222,87' 

Burroughs  (Dec)  3,854,694  2,857,186  2,236,351  81,971 


Not  on  500  list 


'Figures  include  unconsolidated  subsidiaries. 
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FORBES,  MAY  11, 


A  SUMMARY  OF  THE  500'S  RANKINGS 


Shares 

outstanding       Where  Ticker 
(000)  traded  symbol 


-Share  Data:  1980- 


Earnings 
before 
extraordinary 
items 


Dividends 


Market 

price 
(Dec.  31) 


Corporate 
headquarters 


Number  of 
employees 
(000) 


Chief  executive 


.,247,166 

237,732 

NYSE 

ARC 

6.64 

1.80 

63  % 

Los  Angeles,  Cal 

53.4 

Robert  O  Anderson 

74,268 

15,568 

NYSE 

AUD 

2.49 

0.70 

49  Vi 

Clifton,  NJ 

11.9 

Frank  R  Lautenberg 

245,039 

16,975 

NYSE 

AV 

6.16 

1.20 

29 

Greenwich,  Conn 

26.9 

James  R  Kerr 

79,305 

15,417 

NYSE 

AVT 

4.57 

0.90 

51 

New  York,  NY 

12.0 

Anthony  R  Hamilton 

290,100 

60,153 

NYSE 

AVP 

4.01 

2.95 

34  Vi 

New  York,  NY 

34.3 

David  W  Mitchell 

■  ■ 

30,923 

10,883 

NYSE 

BAC 

2.82 

0.70 

21% 

New  York,  NY 

7.6 

Harry  A  Jacobs  Jr 

225,005 

66,718 

NYSE 

BKO 

2.11 

0.38 

48% 

Orange,  Cal 

21.7 

Earnest  H  Clark  Jr 

358,526 

9,863 

NYSE 

BDW 

5.45 

1.35 

43% 

Cincinnati,  Ohio 

10.0 

Morley  P  Thompson 

96,192 

25,512 

NYSE 

BLY 

2.01 

0.10 

23 

Chicago,  111 

9.7 

Robert  Mullane 

281,795 

32,690 

NYSE 

BGE 

3.64 

2.47 

19% 

Baltimore,  Md 

"  8.7 

Bernard  C  Trueschler 

50,446 

6,840 

NASDAQ 

BONE 

4.76 

1.64 

32'/2 

Columbus,  Ohio 

3.1 

John  G  McCoy 

22,654 

4,608 

NYSE 

BNC 

3.64 

1.07 

25  Vi 

San  Francisco,  Cal 

3.3 

Chauncey  E  Schmidt 

39,911 

3,000 

NASDAQ 

BPOP 

7.82 

1.45 

22 '/2 

San  Juan,  PR 

,  3.4 

Rafael  Carrion  Jr 

40,509 

8,046 

NASDAQ 

BOHI 

0.99 

1.40 

14'/2 

Columbus,  Ohio 

6.0 

Arthur  D  Herrmann 

39,691 

7,384 

NASDAQ 

BNHI 

3.35 

0.96 

16'/8 

Honolulu,  Haw 

2.7 

Frank  J  Manaut 

77,429 

6,678 

NYSE 

BK 

7.49 

2.79 

34  % 

New  York,  NY 

7.2 

Elliott  Averett 

32,880 

5,332 

NYSE 

BKV 

2.24 

1.16 

12 'A 

Richmond,  Va 

3.3 

Frederick  Deane  Jr 

,053,052 

147,233 

NYSE 

BAM 

4.38 

1.41 

30% 

San  Francisco,  Cal 

82.3 

Samuel  H  Armacost 

323,796 

24,652 

NYSE 

BT 

8.65 

1.65 

30% 

New  York,  NY 

12.2 

Alfred  Brittain  III 

63,757 

8,550 

NYSE 

BBF 

4.42 

1.10 

29  Vi 

Jacksonville,  Fla 

7.0 

Charles  E  Rice 

63,624 

1 1,853 

NYSE 

BOL 

4.36 

1.14 

62 

Rochester,  NY 

1 1.6 

Daniel  G  Schuman 

181,645 

34,856 

NYSE 

BAX 

3.72 

0.64 

527s 

Deerfield,  111 

32.7 

Vernon  R  Loucks  Jr 

43,322 

2,981 

NASDAQ 

BBNK 

8.82 

2.65 

36  Vi 

Boston,  Mass 

4.2 

William  M  Crozier  Jr 

455,530 

97,426 

NYSE 

BRY 

2.81 

1.28 

19% 

Chicago,  111 

88.0 

James  L  Dutt 

57,114 

20,360 

NYSE 

BEC 

1.83 

0.33 

367s 

Fullerton,  Cal 

12.1 

Arnold  O  Beckman 

103,358 

20,122 

NYSE 

BDX 

3.14 

0.94 

52  Vt 

Paramus,  NJ 

20.6 

Wesley  J  Howe 

152,807 

23,096 

NYSE 

BPC 

3.35 

0.53 

33  Vi 

New  York,  NY 

1.9 

Arthur  B  Belfer 

241,800 

23,029 

NYSE 

BX 

7.68 

2.88 

59 

Southfield,  Mich 

78.5 

William  M  Agee 

419,000 

22,151 

NYSE 

BNL 

3.40 

2.00 

217s 

Wilmington,  Del 

24.9 

Finn  M  W  Caspersen 

443,500 

43,678 

NYSE 

BS 

2.77 

1.60 

26% 

Bethlehem,  Pa 

89.2 

Donald  H  Trautlein 

153,464 

42,342 

NYSE 

BIG 

2.05 

0.45 

31 

Houston,  Tex 

5.5 

Harry  K  Smith 

159,393 

42,067 

NYSE 

BDK 

2.14 

0.76 

18% 

Towson,  Md 

20.8 

Francis  P  Lucier 

;  93,293 

12,548 

NYSE 

BBL 

5.40 

1.80 

257s 

Greensboro,  NC 

35.0 

L  Kimsey  Mann 

22,470 

3,103 

NASDAQ 

BOAT 

5.09 

1.60 

23  Vi 

St  Louis,  Mo 

1.7 

Donald  N  Brandin 

910,200 

96,363 

NYSE 

BA 

6.23 

1.40 

44  V» 

Seattle,  Wash 

106.3 

Thornton  A  Wilson 

237,249 

26,626 

NYSE 

BCC 

5.1 1 

1.69 

34  Vi 

Boise,  Ida 

32.3 

John  B  Fery 

277,008 

29,681 

NYSE 

BN 

4.79 

1.88 

25% 

New  York,  NY 

38.4 

Eugene  J  Sullivan 

159,700 

20,952 

NYSE 

BOR 

5.85 

2.35 

42% 

Chicago,  111 

55.2 

James  F  Bere 

8,059 

2,917 

NYSE 

BRF 

0.01 

0.20 

3%. 

Detroit,  Mich 

8.5 

Paul  Borman 

135,423 

13,928 

NYSE 

BSE 

3.75 

2.72 

21'/2 

Boston,  Mass 

4.0 

Thomas  J  Galligan  Jr 

-106,180 

20,019 

NYSE 

BNF 

-6.57 

0.10 

5 

Dallas,  Tex 

14.2 

John  J  Casey 

!  326,800 

65,960 

NYSE 

BMY 

4.08 

1.56 

50% 

New  York,  NY 

35.0 

Richard  L  Gelb 

77,214 

2,973 

NASDAQ 

BDVF 

-0.73 

0.44 

7Vi 

Cleveland,  Ohio 

0.7 

John  E  Rupert 

57,895 

12,586 

ASE 

BFDB 

3.97 

1.30 

55  Vi 

Louisville,  Ky 

2.0 

W  L  Lyons  Brown  Jr 

.  62,534 

7,318 

NYSE 

BG 

6.16 

2.03 

31 

St  Louis,  Mo 

25.0 

W  L  Hadley  Griffin 

77,299 

20,214 

NYSE 

BC 

1.01 

0.88 

15'/2 

Skokie,  111 

25.0 

K  Brooks  Abernathy 

64,365 

20,414 

NYSE 

BY 

2.36 

0.88 

24% 

South  Milwaukee,  Wise 

5.4 

Norris  K  Ekstrom 

232,992 

28,083 

NYSE 

BUR 

2.90 

1.40 

18 

Greensboro,  NC 

66.0 

William  A  Klopman 

394,274 

37,230 

NYSE 

BNI 

7.55 

1.15 

64% 

St  Paul,  Minn 

56.7 

Richard  M  Bressler 

347,679 

41,510 

NYSE 

BGH 

1.99 

2.50 

537s 

Detroit,  Mich 

57.3 

W  Michael  Blumenthal 

JI  share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  11,  1981 
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MOZART  HAS  IMPROVED 
'RODUCTMTY  IN  HEN  HOUSES. 

NOW  WHAT  CAN 
BE  DONE  FOR  OFFICES? 

It's  been  said  that  if  you  assemble  an  audience  of  chickens,  sit  them  on  nests 
have  them  listen  to  string  quartets,  productivity  will  increase. 

This  suggests  many  possibilities  for  poultry  farms,  but  not 
—  r~  too  many  for  offices. 

Which  is  exactly  our  point.  It's  ironic  that 
so  much  effort  has  been  expended  helping 

I    "~    '  chickens  become  more  productive,  while 

pductivity  for  office  workers  and  executives  continues  to  decline. 

At  Xerox,  helping  people  become  more  productive  is  our  business.  And 
Us  been  since  the  first  Xerox  copier  revolutionized  the  way  businesses 
produce  information. 

Today  we  make  machines  that  not  only  copy,  but  also 
Itomatically  collate,  reduce,  and  even  staple  sets  together. 

Machines  that  let  you  create,  store  and  retrieve  documents 
lich  faster  than  humanly  possible. 

Machines  that  print  out  computer  information  much  , 
|ter  than  ordinary  computer  printers. 

And  a  special  cable— called  the  Ethernet  cable— that  links  office  machines 
o  a  single  network.  So  that  people  throughout  your  office  can  have  instant 
ess  to  the  same  information. 

We  even  supply  productivity  experts  to  help  your  people  make 
the  best  possible  use  of  it  all. 

In  fact,  Xerox  people,  machines  and  services  can  literally  save 
businesses  millions  of  dollars  in  wasted  time  and  effort. 

That  may  not  be  Mozart.  But  in  its  own  way,  it  can  be  just  as 
enriching. 


information 
Outlet 


XEROX 


XEROX 


THE  DIMENSIONS  OF  AMERICAN  BOSINESS 


•Where  they  rank:  1980 


Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net  pr 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end] 

($000) 

($000) 

($000) 

($00 

■ 

1  7H 

195 

Cabot  (Sept) 

1 , 1 60, 753 

1,403,743 

961,482 

152,  J 

1  OA 

■ 

■ 

■ 

f'alifnrni'i  First  Rank  IDeef 

3  filfl  9  03 

3X1  567 

74, 1 86 

1 8  2 

■ 

■ 

1  OH 

177 

Off 

ramprnn  Irnn  WlirL*;  iliiiid 

V    il  1 1  1  1  1  '.  M  1    111111    T»llIfK^  MUll^l 

810  786 

697  352 

1  831  781 

78  2 

489 

232 

266 

226 

Campbell  Soup  (July) 

1,627,565 

2,560,569 

1,003,749 

134,5 

■ 

460 

■ 

■ 

Campbell  Taggart  (Dec) 

443,601 

1,113,147 

257,959 

36,2 

408 

Capital  Cities  Communications  (Dec) 

519,958 

472, 108 

757,993 

70  7 

1  1  fix 

■ 

Aiifix 

334 

Capital  Holding  (Dec) 

2  605,295 

548  69"? 

495  385 

89 

,100 

1  fisd 
ZiO*T 

192 

Carnation  (Dec) 

1,590,628 

3,236,222 

1  012,848 

154  Tl 

172 

475 

285 

183 

Carolina  Power  &  Light  (Dec) 

4,241,607 

1,075,604 

928,145 

16M 

487 

224 

■ 

460 

Carter  Hawley  Hale  Stores  ()an) 

1,651,368 

2,632,921 

484,100 

58,C 

Castle  &  Cooke  (Dec) 

1,264,086 

1,733,501 

292,710 

32  (1 

106 

44 

35 

34 

Caterpillar  Tractor  (Dec) 

6,098,210 

8,597,787 

5,016,594 

564,  i 

234 

417 

CBI  Industries  (Dec) 

780,267 

682,261 

1, 144,704 

68  -1 

358 

135 

192 

144 

CBS  (Dec) 

2,301,215 

3,962,882 

1,327,880 

192,9 

240 

■ 

■ 

■ 

CBT  (Dec) 

3,174,794 

330,240 

91,619 

20A 

309 

165 

333 

250 

Celanese  (Dec) 

2,634,000 

3,348,000 

787,270 

122,(j 

I! 

480 

450 

Centex  (Mar) 

896,415 

1,057,362 

559,215 

33,4 

1 73 

329 

263 

154 

Central  &  South  West  (Dec) 

4,219,589 

1,731,327 

1,026,665 

185,0 

365 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

2,264,377 

221,919 

95,685 

17,1 

397 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

2,063,944 

212,403 

79,432 

19,d 

_ 

433 

Central  Fidelity  Banks  (Dec) 

1,909,336 

192,832 

64,705 

14,9 

491 

250 

363 

Central  Louisiana  Energy  (Dec) 

1,042, 139 

1,013,037 

1,094,256 

81,6 

322 

Central  Soya  (Aug) 

658  540 

1  744  445 

237,469 

34  7' 

444 

■ 

407 

325 

Central  Telephone  &  Utilities  (Dec) 

1,889,581 

893,628 

641,288 

92,5j 

200 

■ 

■ 

■ 

Centran  (Dec) 

3,565,103 

351,468 

105,757 

24  J 

499 

498 

Cessna  Aircraft  (Sept) 

583,026 

1,000,061 

48^.310 

28,1 

224 

148 

189 

180 

Champion  International  (Dec) 

3,339,518 

3,752,718 

1,335,863 

164,d 

(Oi 

470 

1 1 7 

Charter  (Deri 

1  746  960 

4,518,1 14 

421,044 

50,3 

4 

55 

161 

60 

Chase  Manhattan  (Dec) 

76,189,567 

8,002,583 

1,563,678 

354,1 

■ 

10 

120 

409 

167 

Chemical  New  York  (Dec) 

41,342,220 

4,299,897 

639,205 

1 

173,4 

! 

393 

287 

305 

Chesebrough-Pond' s  (Dec) 

921  468 

1,380,396 

913,078 

100,2 

367 

Chromalloy  American  (Dec) 

979,076 

1518  004 

301,172 

44,4 

93 

42 

Chrysler  (Dec) 

6,61 7,800 

9,225,300 

326,493 

-1,709,/j 

292 

413 

496 

286 

Chubb  (Dec) 

2,745,528 

1,291,850 

485,890 

105,4 

367 

■ 

■ 

332 

Cincinnati  Gas  &  Electric  (Dec) 

2,262,268 

955,035 

479,994 

89,S| 

■ 

370 

386 

Cincinnati  iMilacron  (Dec) 

626,696 

816,402 

733,883 

75,3 

2 

19 

64 

40 

Citicorp  (Dec) 

1 14,920,000 

14,21 1,000 

2,973,899 

499,0 

■ 

131 

57 

49 

42 

Cities  Service  (Dec) 

5  358  000 

7,786,300 

3,977,002 

477,3 

164 

■ 

■ 

■ 

'Citizens  &  Southern  Georgia  (Dec) 

4,340,720 

460,348 

248,607 

35,5 

15 

412 

■ 

■ 

■ 

Citizens  Fidelity  (Dec) 

1,992,892 

196,865 

136,291 

17,6 

351 

fitv  FpfiPfil  Savinoc  Xi  I  nan  A  ccn  /DptO 

v  it  y  1  cuvidl  Ja  Vlllti^  O*.  LiUall  rlSSIl  IL/Ctl 

T  337 107 

219  813 

33,000 

3,3 

■ 

74 

82 

397 

288 

f^itv  Tnvpsfina  JOppI 

v  ii>    1 1 1  v  i  •>  1 1 1 1  i.i_*v7i-j 

7  6X8  809 

5,386  178 

669,037 

104,5 

•• 

359 

493 

fjarL  Fniiinmpnt  /DptI 

V    1  tl  1  IV    LUU1UI11C1II  IL/Ctl 

1  04?  3}0 

1  539  799 

407,232 

53,3 

n 

a 

349 

■ 

■ 

Clark  Oil  &  Refining  (Dec) 

486,873 

1,623,208 

394,540 

43,9 

249 

■ 

393 

240 

Cleveland  Electric  Illuminating  (Dec) 

3,094,46.2 

893,566 

676,977 

125,3 

■ 

176 

92 

268 

279 

Coastal  Corp  (Dec) 

4,112,631 

5,115,368 

996,599 

109,5 

! 

215 

74 

48 

48 

Coca-Cola  (Dec) 

3,405,958 

5,912,595 

4,124,783 

422,1 

\n 

319 

91 

219 

168 

Colgate-Palmolive  (Dec) 

2,578,134 

5,130,464 

1,198,241 

173,2 

n 

■ 

■ 

■ 

497 

Colonial  Penn  Group  (Dec) 

1,035,183 

799,757 

262,015 

53,11 

■ 

276 

434 

307 

Colt  Industries  (Dec) 

1,438,153 

2,165,602 

590,965 

97,7 

155 

■Not  on  500  list. 


'Formerly  Citizens  &  Southern  National  Bank. 
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 Share  data:  1980  

Earnings 

Cash 

Shares 

before 

Market 

Number  of 

i 

outstanding. 

Where 

Ticker 

extraordinary 

Corporate 

pmr>l  auppc 

($000) 

(000) 

traded 

symbol 

items 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

)! 

!  164,249 

31,524 

NYSE 

CBT 

4.88 

0.73 

30  % 

Boston,  Mass 

7.6 

Robert  A  Charpie 

33,697 

5,762 

NASDAQ 

CFBK 

3.17 

1.08 

12% 

San  Francisco,  Cal 

3.7 

Yasushi  Sumiya 

112,429 

30,403 

NYSE 

CIW 

2.61 

0.28 

60'A 

Houston,  Tex 

9.7 

Myron  A  Wright 

209,509 

32,379 

NYSE 

CPB 

4.08 

1.90 

31 

Camden,  NI 

38.0 

R  Gordon  McGovern 

74,898 


11,095 

NYSE 

CT1 

3.27 

1.17 

23  'A 

Dallas,  Tex 

23.0 

C  B  Lane 

1 

86,589 

12,902 

NYSE 

CCB 

5.38 

0.20 

583/4 

New  York,  NY 

6.3 

Thomas  S  Murphy 

■ 

202,545 

27,909 

NYSE 

CPH 

3.20 

1.08 

17% 

Louisville,  Ky 

6.6 

Thomas  C  Simons 

154 

203,011 

36,999 

NYSE 

CMK 

4.15 

1.66 

27% 

Los  Angeles,  Cal 

22.4 

H  Everett  Olson 

! 

323,619 

51,208 

NYSE 

CPL 

2.73 

2.16 

18!/» 

Raleigh,  NC 

6.4 

Sherwood  H  Smith  Jr 

132,066 

.  26,526 

NYSE 

CHH 

2.11 

1.15 

18'/4 

Los  Angeles,  Cal 

55.0 

Philip  M  Hawley 

1 

85,560 

25,453 

NYSE 

CKE 

1.12 

0.80 

11  Vi 

Honolulu,  Haw 

43.0 

Donald  J  Kirchhoff 

955,247 

86,493 

NYSE 

CAT 

6.53 

2.33 

58 

Peoria,  111 

86.4 

Lee  L  Morgan 

■ 

118,231 

17,886 

NYSE 

CBH 

3.81 

1.35 

64 

Oak  Brook,  111 

1 1.0 

Marvin  G  Mitchell 

I! ! 

262,817 

27,882 

NYSE 

CBS 

6.92 

2.80 

47% 

New  York,  NY 

35.6 

Thomas  H  Wyman 

I 

34,738 

3,558 

NASDAQ 

CBCT 

5.96 

1.88 

25% 

Hartford,  Conn 

3.7 

Walter  J  Connolly  Jr 

[J] 

320,000 

14,314 

NYSE 

CZ 

8.20 

3.50 

55 

New  York,  NY 

32.8 

John  D  Macomber 

Ij 

79,709 

13,158 

NYSE 

CTX 

2.90 

0.25 

42  Vi 

Dallas,  Tex 

7.3 

6Frank  M  Crossen 

IjS 

.  358,974 

79,741 

NYSE 

CSR 

2.45 

1.50 

12% 

Dallas,  Tex 

8.3 

Durwood  Chalker 

' 

30,306 

5,243 

NASDAQ 

CBAN 

3.38 

1.90 

18% 

Cincinnati,  Ohio 

2.6 

Oliver  W  Birckhead 

31,766 

6,689 

NASDAQ 

CBSS 

2.84 

0.80 

11% 

Birmingham,  Ala 

2.2 

Harry  B  Brock  Jr 

23,187 

5,282 

NASDAQ 

CFBS 

2.73 

1.00 

12'/4 

Richmond,  Va 

2.6 

Carroll  L  Saine 

139,601 

21,456 

NYSE 

CEL 

3.95 

1.00 

51 

Lafayette,  La 

1.3 

Gale  L  Galloway 

• 

66,411 

15,198 

NYSE 

CSY 

2.38 

0.84 

15% 

Fort  Wayne,  Ind 

10.5 

Douglas  G  Fleming 

253, 1 1 1 

26,175 

NYSE 

CTU 

3.51 

2.00 

24  Vi 

Chicago,  111 

13.1 

Robert  P  Reuss 

M 

39,362 

3,881 

NASDAQ 

CENB 

6.21 

2.40 

27% 

Cleveland,  Ohio 

2.6 

John  A  Gelbach 

!i 

45,361 

18,847 

NYSE 

CEA 

1.51 

0.50 

25% 

Wichita,  Kan 

18.0 

Russell  W  Meyer 

i 

405,092 

54,525 

NYSE 

CHA 

2.94 

1.42 

24'/2 

Stamford,  Conn 

41.9 

Andrew  C  Sigler 

103,364 

21,592 

NYSE 

CHR 

1.59 

0.85 

19 'A 

lacksonville,  Fla 

10.5 

Raymond  K  Mason 

:  608,791 

32,492 

NYSE 

CMB 

10.15 

2.80 

48  V% 

New  York,  NY 

33.5 

Willard  C  Butcher 

290,825 

14,996 

NYSE 

CHL 

11.05 

3.40 

42% 

New  York,  NY 

17.9 

Donald  C  Platten 

129,1  14 

32,465 

NYSE 

CBM 

3.10 

1.28 

28>/8 

Greenwich,  Conn 

20.6 

Ralph  E  Ward 

j  78,820 

14,008 

NYSE 

CRO 

2.84 

1.10 

21  Vi 

Clayton,  Mo 

23.9 

Frank  P  Nykiel 

,102,700 

66,973 

NYSE 

C 

-26.00 

none 

4% 

Highland  Park,  Mich 

92.6 

Lee  A  Iacocca 

'  165,882 

12,301 

NASDAQ 

CHUB 

8.53 

2.40 

39  % 

New  York,  NY 

7.6 

Henry  U  Harder 

■ 

119,338 

31,475 

NYSE 

CIN 

2.25 

2.02 

15'/4 

Cincinnati,  Ohio 

5.0 

William  H  Dickhoner 

103,230 

22,581 

NYSE 

CMZ 

3.35 

0.65 

32V4 

Cincinnati,  Ohio 

13.8 

lames  A  D  Geier 

: 

883,000 

122,635 

NYSE 

FNC 

4.02 

1.39 

24'A 

New  York,  NY 

53.7 

Walter  B  Wriston 

i 00 1,600 

83,288 

NYSE 

CS 

5.73 

1.53 

47% 

Tulsa,  Okla 

18.9 

Charles  J  Waidelich 

65,570 

28,824 

NASDAQ 

CSGA 

1.23 

0.32 

8% 

Atlanta,  Ga 

5.6 

Bennett  A  Brown 

;  30,660 

7,468 

NASDAQ 

CFDY 

2.37 

0.78 

18>/4 

Louisville,  Ky 

1.8 

J  David  Grissom 

114,762 

3,000 

NASDAQ 

CTYF 

1.03 

0.30 

11 

Elizabeth,  NJ 

1.2 

Gilbert  G  Roessner 

- 

446,375 

31,118 

NYSE 

CNV 

3.42 

1.43 

21'/2 

New  York,  NY 

67.3 

George  T  Scharffenberger 

.  74,609 

12,726 

NYSE 

CKL 

4.18 

2.20 

32 

Buchanan,  Mich 

17.0 

Bert  E  Phillips 

: 

::■ 

i  59,566 

14,282 

NYSE 

CKO 

3.03 

0.80 

275/s 

Milwaukee,  Wise 

7.2 

Robert  G  Reed  III 

181,116 

46,289 

NYSE 

CVX 

2.26 

2.00 

14% 

Cleveland,  Ohio 

5.0 

Robert  M  Ginn 

i 

290,516 

21,490 

NYSE 

CGP 

4.63 

0.50 

46% 

Houston,  Tex 

6.5 

Oscar  S  Wyatt  Jr 

627,103 

123,589 

NYSE 

KO 

3.42 

2.16 

33% 

Atlanta,  Ga 

41.1 

Robert  C  Goizueta 

270,578 

81,931 

NYSE 

CL 

2.12 

1.09 

14% 

New  York,  NY 

48.2 

Keith  Crane 

170,736 

16,124 

NYSE 

CPG 

3.29 

1.40 

16% 

Philadelphia,  Pa 

4.5 

John  J  MacWilliams 

155,675 

13,060 

NYSE 

COT 

7.38 

2.90 

45% 

New  York,  NY 

31.3 

George  A  Strichman 

— 

1  share  data  adjusted  tor  slock  splits  and  stock  dividends 

through  May  11. 

19H1 

Mice  jcintlv  held  with  H  iu 

R.  Seegers. 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS 

Where  they  rank:  1980  

Market  value 

Market              Net                                                                           Assets             Sales          of  common      Net  pi 
Assets            Sales             value            profits                       Company  (fiscal  year  end|               ($000)            ($000)            ($000)  ($0C 

>'  ' 

: 

■■■ 

I"- 

 1 

188                154                190               170                       Columbia  Gas  System  [Dec)           3,861,861        3,636,507         1,333,523  170/ 
a                    a                    ■                 313                    Combined  International  (Dec)             1,286,896           756,989           477,796  95,4 
339                180                163               263                   Combustion  Engineering  (Dec)            2,393,284        3,146,455         1,536,480  116,» 
288                 ■                   ■                  ■                        Commerce  Bancshares  (Dec)            2,765,231           279,101           108,091  27, 
a                  425                  ■                   ■                             Commercial  Metals  (Aug)               219,504         1,261,572             75,180  L$ 

53  167                 114                 56                      Commonwealth  Edison  (Dec)           11,134,874        3,324,043         1,962,938  382,C 
a                  415                  ■                   ■                Commonwealth  Oil  Refining  (Dec)               613,204         1,284,442             58,125  -14,S 
a                   a                 252                ■                                Computervision  (Dec)              167,479   i       224,207         1,077,332  23, 
35                  8  5                 123                 70                         'Connecticut  General  IDec)           16,741,582         5,279,438         1,921,799  316/ 

54  17                 21                 15                                          Conoco  (Dec)          11,036,275       18,301,483        7,049,452  1,026,1 

76                137                158                66                         Consolidated  Edison  (Dec)            7,459,681        3,947,165         1,566,876  334,d 
366                  83                 382               237                           Consolidated  Foods  (June)            2,263,443         5,342,860           692,280  127,« 

a                 346                 a                  b                    Consolidated  Freightways  IDec)              784,060        1,653,604          322,298          41, i 
296                 238                 247               256                   Consolidated  Natural  Gas  (Dec)            2,735,230        2,503,054         1,102,735  118,4 

a                    a                    b                 500                           Consolidated  Papers  (Dec)               386,899           510,289           346,655  52,5 

101                255                279               1)  9                            Consumers  Power  (Dec)            6,276,596        2,303,983           958,165  223,7 
441                 a                   a                  a                              Continental  Bank  (Dec)            1,892,955           198,075           103,602  19,8 
72                162                209               146                             Continental  Corp  (Dec)            8,215,970        3,419,046        1,224,609  192,5 
133                 76                254               118                          5Continental  Group  (Dec)            5,321,400        5,656,900        1,070,557  224,2 
9                113                207               116                          Continental  Illinois  (Dec)          42,089,408        4,716,150        1,229,313  225,9 

■ 

13,0 
1 

«,?! 
!7,45 

-!'■ 

236                421                302               246                      Continental  Telephone  (Dec)            3,207,552        1,267,724           877,086  122,9 
94                 142                 196               213                                   'Control  Data  IDec)            6,567,700        3,808,500         1,302,629  141,0 

493                309                152               204                             Cooper  Industries  IDec)            1,613,375        1,842,173         1,623,573  146,61 
a                    a                  457               434                                    Adolph  Coors  (Dec)               894,385           887,897           551,439  64,9 
a                  363                 251                267                         Corning  Glass  Works  (Dec)             1,499,624         1,529,670         1,091,913  114,71 

a                   a                 367               469                             Cox  Broadcasting  IDec)              461,345          309,232           739,946  56,3) 
353                130                166               139                            CPC  International  (Dec)            2,328,261        4,120,331         1,502,424         19?, 4 
a                  365                  a                   a                                                Crane  (Dec)             1,004,117         1,527,600           453,691  42,3 
a                    a                  401                 a                                    Cray  Research  (Dec)               104,508             60,748           659,115  10,9) 
29                294                477               311                             Crocker  National  (Dec)          19,062,665        2,006,306           509,318  95,7 

a                   a                 389                a                                   Crouse-Hinds  (Dec)              401,174           753,566          680,526  42,3 
a                  422                  a                   a                     Crown  Central  Petroleum  (Dec)               546,440         1,266,898           169,476  19,1 
a                  372                  a                 396                            Crown  Cork  &  Seal  (Dec)               873,056         1,459,790           413,424  73,1 
343                187                205              308                            Crown  Zellerbach  (Dec)            2,372,700        3,066,600        1,241,067  97,4 
186                298                338               184                               Crum  &  Forster  (Dec)            3,896,211         1,931,833           782,061  161,3 

! 

• 

■ 

- 

75                 104                 117                 86                                                CSX  (Dec)            7,523,101         4,841,350         1,950,922  281,6j 
382                 a                   a                  a                          Cullen/Frost  Bankers  (Dec)            2,139,153           215,059           107,009  13,8* 

a                  343                  a                   a                                Cummins  Engine  (Dec)             1,117,897         1,666,642           253,556  -10,91 
426                237                352              312                                            Dana  (Aug)            1,935,460        2,524,008           758,257  95,7! 
152                  41                   89                 55                                     Dart  &  Kraft  IDec)            4,650,300         9,411,500        2,368,140  383,11 

•■ 

.. 

.... 

a                    a                  392               483                                    Data  General  (Sept)               642,523           653,887           678,513  54,6) 
a                    a                  230                 a                                          Datapoint  (July)               223,623           318,826         1,154,579  33,41 
480                  a                    a                 435                        Dayton  Power  &  Light  (Dec)             1,685,044           650,000           326,610  64,7: 
381                 132                 258                203                                  Dayton-Hudson  (Jan)            2,155,234         4,033,536         1,043,569  146,7 
448                  a                    a                   a       Dean  Witter  Reynolds  Organization  (Aug)             1,869,939           706,958           243,501  36,0: 

y 
i,i 

■ 

- 

"■ 

i,i 

140                  79                  62                114                                               Deere  (Oct)            5,202,424         5,469,825         3,005,136  228,21 
a                    a                  398                 ■                           DEKALB  AgResearch  (Aug)               803,011           545,232           666,230  43,51 
a                    a                  423                 a                        Delhi  International  Oil  IDec)                84,507             27,138           614,738  4,7? 

402                200                225              320                               Delta  Air  Lines  (June)            2,042,539        2,956,960        1,172,979  93,1 
b                    a                                        .                         Deluxe  Check  Printers  (Dec)               259,009           428,488           610,542  44,4; 

a  Not  on  500  list. 

sFigures  include  unconsolidated  subsidiaries. 
8Formerly  Combined  Insurance  Company  of  America 
'Formerly  Connecticut  General  Insurance 
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Share  data:  1980- 


tej 

i 

Cash 
flow 
$000) 

Shares 
outstanding 
(0001 

Where 
traded 

Ticker 
symbol 

Earnings 
before 
extraordinary 
items 

Dividends 

Market 
price 

(Dec.  31 

Corporate 
headquarters 

Number  of 
employees 
(0001 

Chief  executive 

?3,161 

33,131 

NYSE 

CG 

5.02 

2.56 

40  Vi 

Wilmington,  Del 

11.4 

W  Frederick  Laird 

i 

83,488 

27,109 

NYSE 

PMA 

3.53 

1.45 

17% 

Chicago,  III 

3.7 

Clement  Stone 

lit 

34,757 

32,954 

NYSE 

CSP 

3.56 

1.30 

46% 

Stamford,  Conn 

46.3 

Arthur  )  Santry  Jr 

j] 

44,874 

4,858 

NASDAQ 

CBSH 

5.62 

1.60 

22% 

Kansas  City,  Mo 

3.2 

James  M  Kemper  Jr 

it 

28,678 

4,296 

ASE 

CMC 

4.13 

0.40 

17'/2 

Dallas,  Tex 

2.7 

Stanley  A  Rabin 

••: 

31,706 

108,300 

NYSE 

CWE 

2.97 

2.60 

18  V* 

Chicago,  111 

16.4 

James  J  O'Connor 

■H 

2,499 

15,000 

PAC 

QCWO 

-lib 

none 

3% 

San  Antonio,  Tex 

1.4 

C  Howard  Hardesty  Jr 

I) 

31,077 

13,383 

NYSE 

CVN 

1.80 

none 

80'/2 

Bedford,  Mass 

3.0 

Martin  Allen 

,53,217 

41,329 

NYSE 

CGN 

7.66 

1.47 

46  Vi 

Hartford,  Conn 

14.2 

Robert  D  Kiipatrick 

> 

52,048 

107,831 

NYSE 

CLL 

9.52 

2.13 

65% 

Stamford,  Conn 

41.0 

Ralph  E  Bailey 

,51,915 

62,990 

NYSE 

ED 

4.67 

2.68 

24% 

New  York,  NY 

23.2 

Charles  F  Luce 

56,896 

28,845 

NYSE 

CFD 

4.12 

1.76 

24 

Chicago,  111 

88.6 

John  H  Bryan  Jr 

tl 

31,914 

13,155 

NYSE 

CNF 

3.20 

1.38 

24  Vi 

Palo  Alto,  Cal 

23.4 

Raymond  F  O'Brien 

■ 

78,304 

19,780 

NYSE 

CNG 

5.73 

3.24 

55% 

Pittsburgh,  Pa 

7.5 

George  J  Tankersley 

79,295 

10,749 

NASDAQ 

CPER 

4.91 

1.95 

32'A 

Wisconsin  Rapids,  Wise 

5.3 

George  W  Mead 

113 

p5,825 

57,634 

NYSE 

CMS 

3.08 

2.36 

16% 

Jackson,  Mich 

12.6 

John  D  Selby 

1! 

33,061 

4,456 

NASDAQ 

CBTN 

4.46 

1.79 

23  Vi 

Nomstown,  Pa 

1.6 

Roy  T  Peraino 

19] 

55,328 

50,761 

NYSE 

CIC 

3.74 

2.20 

24  Vs 

New  York,  NY 

22.9 

John  B  Ricker  Jr 

iy 

10,500 

32,814 

NYSE 

CCC 

6.09 

2.40 

32% 

Stamford,  Conn 

58.3 

S  Bruce  Smart  Jr 

IIS 

50,757 

39,338 

NYSE 

CIL 

5.75 

1.65 

31  Vi 

Chicago,  111 

12.3 

Roger  E  Anderson 

:;: 

'5,124 

55,688 

NYSE 

CTC 

2.13 

1.38 

15% 

Atlanta,  Ga 

19.5 

Charles  Wohlstetter 

11 

»8,700 

18,477 

NYSE 

CDA 

7.90 

0.55 

70% 

Minneapolis,  Minn 

57.1 

William  C  Norris 

- 

>4,024 

30,206 

NYSE 

CBE 

4.26 

1.08 

53% 

Houston,  Tex 

24.8 

Robert  Cizik 

-• 

13,298 

35,012 

NASDAQ 

ACCOB 

1.86 

0.28 

15% 

Golden,  Colo 

9.5 

William  K  Coors 

IK 

18,753 

18,313 

NYSE 

GLW 

6.26 

2.17 

59% 

Corning,  NY 

28.8 

Amory  Houghton  Jr 

>2,818 

13,515 

NYSE 

COX 

4.17 

0.45 

54% 

Atlanta,  Ga 

4.2 

Clifford  M  Kirtland  Jr 

•' 

10,658 

23,848 

NYSE 

CPC 

8.28 

3.30 

63 

Englewood  Cliffs,  NJ 

40.5 

James  W  McKee  Jr 

•7,457 

10,341 

NYSE 

CR 

4.12 

1.57 

437s 

New  York,  NY 

19.3 

Thomas  M  Evans 

II 

;1,643 

13,590 

NYSE 

CYR 

0.85 

none 

48  Vi 

Mendota  Heights,  Minn 

0.7 

John  A  Rollwagen 

■ 

13,650 

13,719 

NYSE 

CKN 

6.76 

2.15 

37Vi 

San  Francisco,  Cal 

15.7 

Thomas  R  Wilcox 

1! 

i7,179 

17,676 

NYSE 

CHI 

2.50 

0.94 

38Vi 

Syracuse,  NY 

12.5 

Chris  J  Witting 

1! 

1,089 

5,844 

ASE 

CNP  A 

2.82 

1.46 

29 

Baltimore,  Md 

1.5 

Henry  A  Rosenberg  Jr 

'; 

.1,950 

14,570 

NYSE 

CCK 

4.98 

none 

28% 

Philadelphia,  Pa 

15.2 

John  F  Connelly 

< 

r3,500 

25,589 

NYSE 

ZB 

3.46 

2.20 

48  Vi 

San  Francisco,  Cal 

31.1 

Charles  R  Dahl 

SI 

4,897 

28,056 

NYSE 

CMF 

5.74 

1.35 

27% 

New  York,  NY 

9.7 

B  P  Russell 

:■ 

(4,939 

40,857 

NYSE 

CSX 

7.13 

2.50 

47% 

Richmond,  Va 

70.0 

Prime  F  Osborn  III 

4,106 

4,291 

NASDAQ 

CFBI 

2.44 

0.81 

24% 

San  Antonio,  Tex 

1.9 

Thomas  C  Frost 

-; 

j>717 

8,382 

NYSE 

CUM 

-1.31 

1.80 

30Vi 

Columbus,  Ind 

22.5 

Henry  B  Schacht 

> 

5,626 

35,474 

NYSE 

DCN 

2.78 

1.59 

21% 

Toledo,  Ohio 

37.3 

Gerald  B  Mitchell 

;.: 

.1,100 

54,440 

NYSE 

DKI 

7.03 

0.80 

43  Vi 

Glenview,  111 

80.0 

John  M  Richman 

5,908 

10,300 

NYSE 

DGN 

5.20 

none 

65% 

Westboro,  Mass 

13.9 

Edson  D  deCastro 

: 

>3,668 

19,364 

NYSE 

DPT 

1.91 

none 

59% 

San  Antonio,  Tex 

5.5 

Harold  E  O'Kelley 

. 

2,795 

27,504 

NYSE 

DPL 

1.85 

1.74 

11% 

Dayton,  Ohio 

3.9 

Robert  E  Frazer 

: 

4,769 

23,853 

NYSE 

DH 

6.16 

1.85 

43% 

Minneapolis,  Minn 

40.0 

William  A  Andres 

3,797 

10,i99 

NYSE 

DWR 

2.85 

0.64 

23% 

San  Francisco,  Cal 

9.3 

Andrew  J  Melton  Jr 

;;• 

9,483 

62,607 

NYSE 

DE 

3.72 

1.85 

48 

Moline,  111 

61.0 

William  A  Hewitt 

.■ 

5,869 

12,874 

NASDAQ 

DKLBB 

3.60 

0.72 

51% 

DeKalb,  111 

4.6 

Thomas  H  Roberts  Jr 

8,211 

7,566 

ASE 

DLH 

0.62 

0.10 

81Vi 

Dallas,  Tex 

0.3 

Norman  C  Miller 

' 

0,683 

19,881 

NYSE 

DAL 

4.69 

1.20 

59 

Atlanta,  Ga 

35.0 

David  C  Garrett  Jr 

7,768 

1 1,412 

NYSE 

DLX 

3.90 

1.50 

53  Vi 

St  Paul,  Minn 

9.5 

Eugene  R  Olson 

hare  data  adjusted  for  stock  splits  and 

stock  dividends  through  May  11,  1981. 
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ESS 


TO 


■Where  they  rank:  1980 


Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net  pr 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end] 

($000) 

($000) 

($000) 

($00 

484 

■ 

■ 

■ 

Deposit  Guaranty  (Dec) 

i  /./.u  unci 
L,OOo,oUV 

162,528 

75,378 

12,{ 

1 1 7 

312 

286 

151 

Detroit  Edison  (Dec) 

C  7  A  1    /  U  I 
D,  /4  1  rO00 

1   Oil  C\ A 

1,81  2, 314 

m  3  ocn 

y  1 3,83y 

1 88,J 

121 

■ 

■ 

■ 

l  )  l  I  r<  y  1 1  1  D/YIM1V  juec/ 

\o(v,  to  1 

32o,U66 

i  in  i  ai 
1  /U,  142 

3  A  ". 

34,/ 

■ 

416 

485 

■ 

Diamond  International  (Dec) 

943,305 

1,282,604 

497,636 

40,; 

286 

181 

112  • 

137 

Diamond  Shamrock  (Dec) 

2,793,048 

3,143,040 

1,989,136 

201,2 

303 

246 

42 

102 

... 

Digital  Equipment  (June) 

Z,ooo,Uoo 

3  1  /  u  r*A  c 
2,36o,U43 

A    1/1    A  AC 

4,363,44.3 

2 49,  S 

■ 

399 

■ 

■ 

Dillingnam  (Dec) 

794,01 6 

1,361,93.3 

235,026 

38, 1 

■ 

285 

■ 

■ 

Dillon  Companies  (June) 

A  1  A  CIA  1 

i  n77  1  c 
2,0/  /  ,  263 

2.39,853 

27,^ 

■ 

145 

224 

Walt  Disney  Productions  (Sept) 

1,347,407 

914,505 

1,658,860 

135,1 

323 

■ 

■ 

■ 

Dominion  Bankshares  (Dec) 

2,525,876 

257,124 

124,699 

20,3 

206 

■ 

■ 

■ 

Donaldson,  Lufkin  &  Jenrette  (Dec) 

1  A  7  A   A  C  1 
J,  4/4, 4.1  1 

/IOC  f\fil t 

4oS,uyy 

76,392 

8,7 

■ 

461 

400 

4 1 4 

k  k  uonneiiey  <si  sons  (uec) 

771  7ACl 

/  / 1 ,  / 4y 

1,11 1,258 

66U,43l 

68,5 

■ 

482 

■ 

Dorchester  Gas  (Aug) 

11 A  Id  A 

ooO,  ZV4 

AC\U  7 Af\ 

oUo,  /oU 

3U4,11UU 

1 A  C 

34,1; 

■ 

241 

395 

Dover  (Dec) 

474,945 

835,167 

1,121,845 

73,2 

48 

33 

28 

19 

Dow  Chemical  (Dec) 

11,538,000 

10,626,000 

5,869,302 

805,C 

■ 

■ 

282 

456 

Dow  Jones  (Dec) 

Id  A  AHA 

c  in  7nn 

ocn  1 07 
y3U,  iy  / 

CDC 
38,C 

■ 

459 

■ 

■ 

Dravo  (Dec) 

AU  A   7  A  T 

oo4,  /4Z 

]   111  Ol c 

1  o/C  nco 
3y6,yb8 

21,: 

270 

133 

47 

96 

Dresser  Industries  (Oct) 

o  oo7  inn 
z,ov /,oUU 

a  c\  \  c  3nn 
4,Ulo,^UU 

A    }  Q  A  1  K 

4, 1  84,233 

261, 1 

99 

340 

160 

73 

Duke  Power  (Dec) 

6,328,174 

1,682,822 

1,564,079 

311,C 

■ 

446 

156 

297 

Dun  &  Bradstreet  (Dec) 

770,137 

1,176,127 

1,594,974 

102,/ 

65 

2 1 

25 

22 

E  I  du  Pont  de  Nemours  (Dec) 

en  nnn 
y,.36U,UUU 

ii  /ci  nnn 
U,o52,UUU 

6, 155,268 

1 16,1 

331) 

■ 

478 

111 

321 

Duquesne  Light  (Dec) 

3  A  A  1  Af~1 

2,443,463 

cn7  noi 
3U/,liy6 

n3  t 
92,1 

283 

161 

■ 

■ 

Eastern  Air  Lines  (Dec) 

2,8 16, 1 77 

J,4oz,  j4z 

l  o 3  inn 

i82,3yy 

-42,1 

■ 

496 

399 

482 

Eastern  Gas  &  Fuel  Associates  (Dec) 

1,020,462 

1,002,727 

661,518 

54,7 

68 

39 

14 

13 

Eastman  Kodak  (Dec) 

8,746,926 

9,734,303 

11,258,069 

1,153,5 

3C  A 

1  7  A 

34y 

3/CC 

263 

Eaton  (Dec) 

t  im  a  ah 
Z,oUZ,  4oU 

1    1  7 A  AAA 

6, 1  /Of4oo 

7A1  AA1 

1  1  Q  7 

■ 

ODf 

3  3  7 

33  1 

A  1  3 

413 

Jack  Eckerd  (July) 

C/IO  A  OO 

1    Q.A7  7  0.1 

7QT    1  OO 

foL,  iyy 

oy,j 

■ 

m 

a  ]n 
43  U 

■ 

fclj&tj  (Dec) 

1  OU  U  A  A 

a  \  i  no  i 
olo,Uyo 

iCnn  n*ci 
oUU,UoZ 

zo,d 

257 

155 

216 

■ 

El  Paso  (Dec) 

2,990,737 

3,543,436 

1,202,834 

-302,S 

429 

186 

90 

109 

Emerson  Electric  (Sept) 

1,929,417 

3,066,841 

2,319,356 

237,7 

■ 

■ 

4Z0 

Emhart  (Dec) 

077  nnn 
y  1  /,UUU 

l  sim  onn 
i  ,ouz,yuu 

\  CO   C\  A 

330,3  1 4 

A7  r 

■ 

■ 

3U3 

■ 

Energy  Reserves  Group  (Dec) 

TCiC  nn  t 
Zr>o,UUl 

1  A  7  T  1  O 

0  7C  ICO 
O  /3,330 

1  3  c 

1  uu 

o 
o 

C  1 

3  £ 

36 

Engelhard  Minerals  &  Chemicals  (Dec) 

x  mn  7Q.  a 

^  A  ZACi  11  7/1 

Zo,  5oy,y  /4 

3  7<C  1  ACIA 

3,  /63,4y4 

379 

219 

144 

198 

ENSERCH  (Dec) 

2,187,288 

2,694,933 

1,689,614 

150,1 

392 

■ 

■ 

■ 

'Entex  (June) 

2,091,960 

970,255 

324,151 

35,1 

1  7  A 
Z  I 4 

■ 

■ 

■ 

Equimark  (Dec) 

2,862,  '96 

289,  v63 

38,349 

O  5 

■ 

■ 

■ 

Equitable  Reincorporation  (Dec) 

T  (\S  f  r\o~7 

2,066,08' 

213,283 

52,318 

9 

9,J 

4  /  Z 

■ 

■ 

■ 

Equitable  of  Iowa  (Dec) 

1,  '43,486 

403,332 

99,  /  lb 

19,1 

454 

202 

462 

43 

Esmaik  (Oct) 

1,853,895 

2,924,887 

539,334 

471, S 

■ 

324 

470 

333 

Ethyl  (Dec) 

1,208,177 

1,740,627 

521,912 

$9,6 

3ol 

■ 

■ 

Evans  Products  (Dec) 

887,866 

1,423,464 

251,081 

At  1 

41,3 

4yu 

■ 

■ 

fcx-t~eu-u  (i\ov) 

705,410 

I,U2U,6/ / 

386,y.3o 

cn  A 
3U,4 

o 

1 

2 

Exxon  (Dec) 

C/'  r  ~ts  ceo 
o6,3/6,338 

in3  nni 
1U3, 142,yyj 

34,836,33 1 

C  £cn  r 

■ 

■ 

485 

Fairchild  Industries  (Dec) 

808,294 

906,230 

418,503 

S4,S 

■ 

284 

283 

Farmers  Group  (Dec) 

1,412,062 

480,448 

945,632 

106.S 

477 

■ 

■ 

Fed- Mart  (Aug) 

313,446 

1,061,503 

45,659 

-6,3 

■ 

326 

■ 

Federal  Express  (May) 

398,127 

415,379 

807,828 

38,7 

5 

93 

377 

■ 

Federal  National  Mortgage  Assoc  (Dec) 

58,470,003 

5,081,466 

701,919 

14,2 

199 

67 

181 

90 

Federated  Department  Stores  (Jan) 

3,575,513 

6,300,686 

1,379,799 

277,7 

■ 

■ 

418 

■ 

Felmont  Oil  IDec) 

120,910 

56,424 

623,040 

13,6 

Not  on  500  list. 


5Figures  include  unconsolidated  subsidiaries. 
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A  SUMMARY  OF  THE  500'S  RANKINGS 


-Share  data:  1980- 


Cash 


Shares 
outstanding 
(000) 


Where 
traded 


Ticker 
symbol 


Earnings 
before 
extraordinary 
items 


Dividends 


Market 

price 
(Dec.  31) 


Corporate 
headquarters 


Number  of 
employees 
(000) 


Chief  executive 


22,012 

2,956 

NASDAQ 

DEPS 

4.35 

1.50 

25  Vi 

Jackson,  Miss 

1.5 

Warren  A  Hood 

31,017 

84,033 

NYSE 

DTE 

1.75 

1.60 

10% 

Detroit,  Mich 

10.8 

William  G  Meese 

4/,  loy 

0, 1UZ 

In  AbDAl^l 

DBNK 

4. 19 

1.85 

Zl 

Detroit,  Mich 

4. 1 

Rodkey  Craighead 

92,485 

15,195 

NYSE 

DN 

2.68 

2.20 

32% 

New  York,  NY 

18.1 

William  J  Koslo 

09,952 

56,230 

NYSE 

DIA 

3.66 

1.62 

35% 

Dallas,  Tex 

12.7 

William  H  Bricker 

[57,285 

45,931 

NYSE 

DEC 

5.45 

none 

95 

Maynard,  Mass 

50.0 

Kenneth  H  Olsen 

56,977 

13,057 

NYSE 

DHM 

2.80 

0.65 

18 

Honolulu,  Haw 

12.9 

Herbert  C  Cornuelle 

JO,  fOO 

I  o,yui 

IN  1  Oil 

DLL 

1  -OZ 

1  HQ 
1  Uo 

1  O  /8 

Hutchinson,  Kan 

Z4.U 

O      . ,   C  Tallinn     I  r 

Koy  £  union,  jr 

86,346 

32,368 

NYSE 

DIS 

4.16 

0.72 

51% 

Burbank,  Cal 

24.0 

E  Cardon  Walker 

32,125 

8,177 

NASDAQ 

DMBK 

2.49 

1.00 

15% 

Roanoke,  Va 

3.1 

Byron  A  Hicks 

•  9,915 

8,857 

NYSE 

DLJ 

0.97 

0.15 

8% 

New  York,  NY 

2.0 

Richard  H  Jenrette 

27,755 

18,670 

NYSE 

DNY 

3.70 

1.14 

35% 

Chicago,  111 

14.8 

Charles  W  Lake  Jr 

~A  A  A  2 

i  7  Gin 

not 

t  .yz 

ci  i  r\ 
U.  1U 

Zo  /8 

Dallas,  Tex 

1  .U 

George  S  Rooker 

91,463 

17,878 

NYSE 

DOV 

4.10 

0.95 

62% 

New  York,  NY 

12.6 

Gary  L  Roubos 

?7,000 

182,702 

NYSE 

DOW 

4.42 

1.60 

32'/s 

Midland,  Mich 

56.8 

Paul  F  OreHice 

[73,673 

15,577 

NYSE 

DJ 

3.79 

1.60 

61 

New  York,  NY 

5.1 

Warren  H  Phillips 

63,785 

12,470 

NYSE 

DRV 

1.69 

0.91 

31% 

Pittsburgh,  Pa 

14.2 

Robert  Dickey  III 

da  i  nn 

/  o,Z  1U 

MVCC 

IN  i  or, 

Dl 

2  2Q 

o.oo 

O  QQ 

U.JO 

0.21  A 

JO/2 

Dallas,  Tex 

OZ.o 

John  V  James 

22,032 

86,294 

NYSE 

DUK 

3.08 

1.95 

18»/s 

Charlotte,  NC 

19.6 

Carl  Horn  Jr 

89,141 

27,982 

NYSE 

DNB 

3.68 

1.97 

57 

New  York,  NY 

24.7 

Harrington  Drake 

H000 

146,554 

NYSE 

DD 

4.83 

2.75 

42 

Wilmington,  Del 

135.9 

Edward  G  Jefferson 

51,744 

40,166 

NYSE 

DQU 

1.82 

1.80 

12% 

Pittsburgh,  Pa 

4.5 

John  M  Arthur 

72  2QA 

")A  720 

Z4,  /  oZ 

IN  i  or. 

CAT 

—i  .yo 

none 

/  /8 

Miami,  Fla 

4U.U 

Frank  Borman 

11,007 

22,616 

NYSE 

EFU 

2.45 

0.96 

29'A 

Boston,  Mass 

9.5 

William  J  Pruyn 

53,137 

161,406 

NYSE 

EK 

7.15 

3.05 

69% 

Rochester,  NY 

129.5 

Walter  A  Fallon 

20,622 

26,725 

NYSE 

ETN 

4.35 

1.72 

28 

Cleveland,  Ohio 

54.1 

E  Mandell  de  Windt 

?0,238 

23,703 

NYSE 

ECK 

2.92 

1.05 

33 

Largo,  Fla 

24.6 

Stewart  Turley 

5o,U  1 4 

lO,/  OO 

IN  I  ot 

i  .yo 

n  /in 

A  "25/, 

4o/8 

Wellesley,  Mass 

i  7  n 

Bernard  J  O'Keefe 

55,965 

47,637 

NYSE 

ELG 

-6.40 

1.48 

25 'A 

Houston,  Tex 

8.3 

Travis  H  Petty 

19,420 

63,544 

NYSE 

EMR 

3.72 

1.64 

36Vz 

St  Louis,  Mo 

53.8 

Charles  F  Knight 

^6,800 

12,153 

NYSE 

EMH 

5.47 

2.40 

29'/2 

Farmington,  Conn 

33.5 

T  Mitchell  Ford 

H,911 

48,631 

NASDAQ 

ERGS 

0.29 

none 

18 

Wichita,  Kan 

0.6 

Richard  W  Volk 

)  1  Q  2 1 

\  L  1 ,  JO  1 

/lq  0  7T 
DO,//  Z 

MVCC 

IN  i  or. 

CMP 

tlN^j 

7  HQ. 

OO  78 

M*>w  Vr\rlr  NIV 

lNcW  I  OTK,  INI 

1  2  1 

io.  1 

Milton  F  Rosenthal 

^6,419 

33,708 

NYSE 

ENS 

4.23 

1.68 

50'/s 

Dallas,  Tex 

20.2 

William  C  McCord 

59,396 

21,083 

NYSE 

ETX 

1.70 

0.84 

15% 

Houston,  Tex 

4.8 

Jackson  C  Hinds 

16,448 

4,321 

NYSE 

EQK 

1.80 

0.96 

8% 

Pittsburgh,  Pa 

2.2 

William  E  Bierer 

19,449 

4,146 

NASDAQ 

EBNC 

2.25 

0.70 

12% 

Baltimore,  Md 

2.7 

Owen  Daly  II 

A  0  26. 

fcl^ldS 

2  nA 
o.Uo 

1  1  2 
1  .Zo 

1  A 

1  o 

Des  Moines,  Iowa 

C  1 
O.I 

Kenneth  R  Austin 

58,994 

10,081 

NYSE 

ESM 

21.90 

1.84 

53  Vi 

Chicago,  111 

30.5 

Donald  P  Kelly 

76,523 

19,241 

NYSE 

EY 

4.49 

1.50 

27'/s 

Richmond,  Va 

15.9 

Floyd  D  Gottwald  Jr 

12,369 

12,323 

NYSE 

EVY 

2.96 

1.60 

20% 

Portland,  Ore 

18.0 

Monford  A  Orloff 

52,191 

10,250 

NYSE 

XLO 

4.91 

1.95 

37% 

Troy,  Mich 

16.8 

Edward  J  Giblin 

'8  057 

NYSE 

XON 

12.99 

5.40 

80% 

Npw  York  NY 

176.6 

Clifton  C  Garvin  Jr 

l»7,325 

12,877 

NYSE 

FEN 

4.02 

0.69 

32  & 

Germantown,  Md 

18.7 

Edward  G  Uhl 

'2,250 

33,924 

NASDAQ 

FGRP 

3.15 

1.00 

27% 

Los  Angeles,  Cal 

11.2 

Richard  G  Lindsley 

5,568 

5,798 

ASE 

FMI 

-2.10 

none 

7% 

San  Diego,  Cal 

10.8 

Jan  W  Heydorn 

58,359 

18,256 

NYSE 

FDX 

2.06 

none 

44 'A 

Memphis,  Tenn 

6.8 

Frederick  W  Smith 

7,497 

59,109 

NYSE 

FNM 

0.24 

1.12 

11% 

Washington,  DC 

1.2 

A  Oakley  Hunter 

13,412 

48,414 

NYSE 

FDS 

5.74 

1.78 

28  Vi 

Cincinnati,  Ohio 

116.6 

Howard  Goldfeder 

17,177 

10,384 

ASE 

FEL 

1.32 

0.10 

60 

New  York,  NY 

0.1 

Hadley  Case 

hare  data  adjusted  for  stock  splits  and  stock  dividends  through  May  11,  1981. 
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Imagine  a  smokestack 
that  turns  heat  into  oiL 


We  did 
Now  it's  a  reality. 


;>u  can't  blame  a  guy  for 
:  ing  concerned  when  he  sees 
iot  of  wasted  energy  going 
;  i  a  factory  smokestack, 
i specially  when  he's  riding  in 
■arpool,  doing  his  bit  to 
mserve  energy.  Fortunately, 
pugh,  the  man  is  a  Garrett 
[  gineer.  And  the  sight  of  that 
f  lokestack  is  enough  to  start 
in  thinking  about  putting 
I  that  untapped  heat  to  work. 

A  heat  exchanger  is  design- 
I  and  implemented  to  fit 
hide  the  stack  of  a  furnace. 
I' works  like  this:  Gases  rising 

rough  the  stack  (up  to 

00°  F)  are  used  to  deliver 
:ree"  preheated  air  to  the 
J'  irner.  The  result  is  25%  less 

el  oil  required  to  heat  the 
j  mace .  Depending  on  how  you 
!  )k  at  it,  that's  quite  an  energy 
;,3COvery.  It's  one  reason 
ky,  when  it  comes  to  making 
:  gines  and  systems  more 
iacient,  more  companies  are 

rning  to  Garrett. 


We  earned  our  wings  in 
aerospace,  then  built  ourselves 
into  an  industrial  giant  by 
keeping  our  feet  on  the  ground. 
And  our  hands  on  a  technology 
base  just  shy  of  awesome. 
But  what's  most  important  is 
the  way  we're  structured  to 
put  that  asset  to  work  for  you. 

Our  engineers  work  in 
teams.  No  one  is  isolated  to 
some  remote  piece  of  the  puzzle. 
They  work  together,  designing 
from  the  top,  down.  It's  called 
synergy.  The  results  have  been 
impressive. 

For  gas  transmission 
companies,  process  industries, 
and  other  operators  of  large 
gas  turbines  up  to  the  100,000 
horsepower  range,  Garrett's 
heavy  duty  regenerators 
can  reduce  fuel  consumption 
by  as  much  as  30%. 

Using  low  emission,  fluid- 
ized  bed  technology,  we're 
developing  a  way  to  power  gas 
turbines  with  America's  most 
abundant  resource,  coal.  At  the 
same  time,Garrett  is  pioneering 


in  the  use  of  ceramic  turbine 
components  to  withstand  the 
higher  temperatures  needed  for 
the  greatest  turbine  efficiency. 

We're  working  in  other 
areas,  too.  In  everything  from 
nuclear  power  to  mass  transit, 
from  processing  plants  to  the 
high  seas.  Everywhere  doing 
much  the  same  thing— finding 
ways  to  make  engines  and 
systems  work  harder.  But  the 
real  frontier  for  us  is  you. 

If  you're  wondering  how 
we  can  make  your  enterprise 
work  harder,  write  our 
President,  Jack  Teske,  for 
more  information.  You'll  find 
him  at  The  Garrett  Corporation, 
Dept.  1,  P.O.  Box  92248, 
Los  Angeles,  California  90009. 
Or  drop  by.  But  please, 
remember  the  heat  America 
loses.  And  on  your  way  out, 
don't  forget  to  close  the  door. 


The  Garrett  Corporation 
One  of  The  Signal  Companies 


Garrett 

The  aerospace  company  with  its  feet  on  the  ground. 
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Assets 


■Where  they  rank:  1980 


Sales 


Market 
value 


Net 
profits 


Company  (fiscal  year  end) 


Assets 
|  $000 1 


Sales 
($000) 


Market  value 
of  common 
($000) 


Net 


226 

■ 

■ 

Fidelcor  (Dec) 

3,316,120 

335,518 

71,818 

111 

277 

Fidelity  Financial  (Dec) 

2  85?  (il  I 

282  1 1 7 

64  390 

—1 

233 

■ 

■ 

Fidelity  Union  Bancorp  (Dec) 

3,259,445 

264,903 

103,697 

23 

439 

■ 

■ 

a 

Financial  Corp  of  Santa  Barbara  (Dec) 

1,898,018 

177,010 

53,738 

463 

■ 

■ 

■ 

Financial  Corp  of  America  (Dec) 

1,779,214 

178,436 

71,858 

12 

346 

■ 

■ 

Financial  Federation  (Dec) 

2,361,796 

228,424 

148,403 

2 

333 

Financial  General  Bankshares  (Dec) 

2  426  622 

241  388 

164  733 

16 

245 

103 

428 

a 

Firestone  Tire  &  Rubber  (Oct) 

3,118,600 

4,850,500 

605,892 

-122, 

416 

• 

■ 

First  Alabama  Bancshares  (Dec) 

1,972,851 

212,143 

146,698 

25 

446 

■ 

■ 

'"First  American  (Dec) 

1,884,763 

202,958 

63,350 

15 

L 

337 

■ 

First  American  Bank  (Dec) 

2,400, 1 76 

202,089 

54,925 

16 

357 

First  &  Merchants  (Dec) 

2,301,488 

255,282 

69,636 

14] 

244 

■ 

■ 

a 

First  Atlanta  (Dec) 

3,147,1 11 

331,327 

130,163 

23, 

42 

402 

431 

275 

First  Bank  System  (Dec) 

13,475,043 

1,336,315 

599,708 

HI, 

107 

■ 

■ 

a 

First  Boston  (Dec) 

6,020,532 

579,499 

136,065 

33 

62 

■ 

■ 

First  Charter  Financial  (Dec) 

9,676,378 

955,093 

469,429 

 1 

39 

r 

16 

163 

420 

443 

First  Chicago  (Dec) 

28,699,441 

3,414,787 

621,984 

63  J 

52 

478 

348 

335 

First  City  Bancorporation  of  Texas  (Dec) 

11,275,084 

1,061,412 

761,763 

89] 

452 

■ 

■ 

■ 

First  Empire  State  (Dec) 

1,856,375 

195,464 

45,888 

9J 

400 

■ 

a 

First  Florida  Banks  (Dec) 

2,055,063 

185,960 

92,886 

16 

453 

■ 

■ 

First  Hawaiian  (Dec) 

1,855,812 

192,056 

83,408 

17 

41 

392 

262 

259 

First  International  Bancshares  (Dec) 

13,780,872 

1,382,572 

1  034  334 

117' 

380 

■ 

■ 

First  Kentucky  National  (Dec) 

2,167,060 

230,208 

133,853 

2lJ 

347 

■ 

■ 

a 

First  Maryland  Bancorp  (Dec) 

2,357,508 

257,700 

89,606 

20] 

■ 

■ 

453 

a 

First  Mississippi  (June) 

236,579 

242,690 

557,425 

21, 

— 

324 

■ 

■ 

First  National  Bancorp  (Dec) 

2,499,235 

270,337 

96,837 

20] 

38 

252 

298 

First  National  Boston  (Dec) 

15,948,497 

2  m  295 

448  448 

102,1 

403 

■ 

■ 

First  National  Charter  (Dec) 

2,035,388 

194,625 

106,330 

m 

432 

■ 

■ 

a 

First  National  Cincinnati  (Dec) 

1,912,203 

190,344 

106,875 

23] 

183 

■ 

■ 

a 

First  National  State  Bancorp  (Dec) 

3,918,527 

297,780 

101,753 

21] 

 1 

! 

■ 

398 

■ 

First  National  Supermarkets  (Mar) 

208,777 

1,364,797 

21,480 

5] 

360 

■ 

■ 

First  Oklahoma  Bancorporation  (Dec) 

2,272,539 

215,429 

172,444 

23, 

125 

■ 

■ 

First  Pennsylvania  (Dec) 

5,496,832 

755,702 

71,046 

-164, 

197 

■ 

■ 

■ 

First  Security  (Dec) 

3,601,286 

395,864 

239,620 

37, 

269 

■ 

■ 

■ 

First  Tennessee  National  (Dec) 

2,915,760 

297,700 

116,918 

23, 

 A 

'- 

168 

■ 

■ 

First  Union  Bancorporation  (Dec) 

4,270,998 

416,628 

142,216 

30, 

230 

■ 

First  Union  (Dec) 

3  282  499 

387  588 

1 22,027 

27, 

407 

■ 

■ 

a 

First  United  Bancorporation  (Dec) 

2,017,953 

209,669 

124,319 

19, 

155 

■ 

■ 

a 

First  Wisconsin  (Dec) 

4,523,712 

513,815 

129,458 

29, 

■ 

384 

■ 

. 

Fisher  Foods  (Dec) 

341,122 

1,412,962 

47,977 

6, 

 1 

- 

342 

■ 

■ 

■ 

Flagship  Banks  (Dec) 

2,374,258 

209,636 

122,702 

21, 

■ 

211 

■ 

Fleming  Companies  (Dec) 

344,927 

2,816,958 

164,955 

20, 

■ 

479 

■ 

Flickinger  (July) 

135,174 

1,061,153 

48,612 

7] 

326 

■ 

■ 

Florida  National  Banks  of  Florida  (Dec) 

2,467,773 

204,271 

135,919 

16, 

371 

■ 

• 

421 

Florida  Power  (Dec) 

2,243,591 

970,173 

444,488 

68, 

126 

249 

236 

138 

Florida  Power  &  Light  (Dec) 

5,492,053 

2,347,278 

1,141,036 

198.. 

478 

107 

66 

,  231 

Fluor  (Oct) 

1,705,012 

4,826,297 

2,864,460 

131,i 

314 

157 

271 

210 

FMC  (Dec) 

2,617,297 

3,482,183 

981,277 

142] 

■ 

457 

■ 

■ 

Food  Fair  (July) 

365,982 

1,124,067 

28,512 

13,1 

22 

7 

86 

■ 

Ford  Motor  (Dec) 

24,335,389 

37,085,500 

2,405,500 

-1,543,| 

Not  on  500  list. 


'"Formerly  First  Amtenn. 
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FORBES,  MAY  11,  li 


-Share  data:  1980- 


Earnings 

^.asn 

Shares 

before 

Market 

Number  of 

flow 

outstanding  Where 

Ticker 

extraordinary 

price 

Corporate 

employees 

($0001 

(000) 

traded 

symbol 

items 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

27,843 

4,996 

NASDAQ 

HCR 

2.34 

0.38 

14% 

Philadelphia,  Pa 

2.9 

Raymond  J  Dempsey 

13,921 

6,439 

NYSE 

FDY 

-0.21 

0.45 

10 

San  Francisco,  Cal 

0.9 

Adolph  C  Meyer  Jr 

s 

33,485 

3,788 

NYSE 

FDU 

6.12 

2.80 

27% 

Newark,  N) 

3.2 

Peter  Cartmell 

-1,186 

4,299 

NYSE 

FSB 

0.08 

0.91 

12% 

Santa  Barbara,  Cal 

0.7 

David  L  Tilton 

;: 

165,236 

4  877 

NYSE 

FIN 

2.60 

0.49 

14% 

Los  Angeles,  Cal 

0.8 

Charles  W  Knapp 

1  3,241 

4,210 

NYSE 

FFI 

0.70 

1.05 

35% 

Los  Angeles,  Cal 

0.6 

Edward  L  Johnson 

J  28,924 

7,281 

ASE 

FGL 

2.24 

0.38 

22% 

Washington,  DC 

3.1 

J  William  Middendori  II 

-:: 

;  62,800 

57,704 

NYSE 

FIR 

-2.11 

0.30 

10 '/2 

Akron,  Ohio 

96.8 

John  J  Nevin 

38,610 

5,697 

NASDAQ 

FABC 

4.45 

1.38 

25% 

Montgomery,  Ala 

2.5 

Frank  A  Plummer 

;  15,610 

6  106 

NASDAO 

FATN 

2.41 

0.72 

10% 

Nashville,  Term 

.  2.1 

Kenneth  L  Roberts 

125,925 

4,225 

NASDAQ 

FABK 

3.85 

1.23 

13 

Kalamazoo,  Mich 

2.5 

James  H  Duncan 

. 

,22,004 

3,316 

NASDAQ 

FMCH 

4.53 

1.64 

21 

Richmond,  Va 

3.3 

C  Coleman  McGehee 

!51,920 

6,942 

NASDAQ 

FATL 

3.38 

0.91 

18% 

Atlanta,  Ga 

3.6 

Thomas  R  Williams 

164,636 

15,087 

NASDAQ 

FBKS 

7.42 

2.24 

39% 

Minneapolis,  Minn 

9.7 

Donald  R  Grangaard 

I 

34,796 

4,498 

NASDAO 

FBOS 

6.79 

1.75 

30% 

New  York,  NY 

1.5 

George  L  Shinn 

47,507 

29,805 

NYSE 

FCF 

1.32 

0.80 

15% 

Beverly  Hills,  Cal 

2.3 

S  Mark  Taper 

56,322 

39,807 

NYSE 

FNB 

1.59 

1.20 

15% 

Chicago,  111 

10.6 

Barry  F  Sullivan 

1 

37,063 

28,882 

NYSE 

FBT 

3.31 

0.89 

26% 

Houston,  Tex 

6.4 

James  A  Elkins  Jr 

15,067 

2,868 

NASDAQ 

FEMP 

3.45 

0.20 

16 

Buffalo,  NY 

2.1 

Claude  F  Shuchter 

26,303 

1 1  795 

FFBK 

1.42 

0.36 

7% 

Tampa,  Fla 

2.1 

Chester  H  Ferguson 

25,671 

3,033 

NASDAQ 

FHWN 

5.61 

2.40 

27  Vi 

Honolulu,  Haw 

2.1 

John  D  Bellinger 

64,186 

20,843 

NYSE 

FIB 

5.66 

1.65 

49% 

Dallas,  Tex 

5.8 

Elvis  L  Mason 

36,484 

3,966 

NASDAQ 

FKYN 

5.34 

1.94 

33% 

Louisville,  Ky 

2.4 

A  Stevens  Miles 

35,788 

4,537 

NASDAQ 

FMDB 

4.37 

1.18 

19% 

Baltimore,  Md 

2.6 

J  Owen  Cole 

47,275 

21,543 

NYSE 

FRM 

0.98 

0.19 

25% 

Jackson,  Miss 

1.0 

J  Kelley  Williams 

39,484 

4,966 

NASDAQ 

FNTL 

4.18 

1.14 

19% 

Denver,  Colo 

2.7 

Theodore  D  Brown 

65,725 

12,588 

NYSE 

FB 

8.22 

2.20 

35% 

Boston,  Mass 

11.5 

Richard  D  Hill 

21,717 

3,902 

NASDAQ 

FNCH 

4.38 

1.70 

27% 

Kansas  City,  Mo 

2.0 

Gordon  E  Wells 

28,021 

4,500 

NASDAQ 

FNAC 

5.15  . 

2.20 

23% 

Cincinnati,  Ohio 

1.6 

William  N  Liggett 

28,603 

4  994 

NYSE 

FNS 

5.09 

2.20 

20% 

Newark,  NJ 

3.0 

Robert  R  Ferguson  Jr 

14,560 

3,580 

NASDAQ 

FOOD 

1.24 

0.02 

6 

Maple  Heights,  Ohio 

15.0 

Richard  J  Bogomolny 

32,142 

9,076 

NASDAQ 

FOKL 

2.58 

0.40 

19 

Oklahoma  City,  Okla 

1.2 

Charles  A  Vose  Jr 

180,911 

15,788 

NYSE 

FPA 

-10.47 

0.22 

Philadelphia,  Pa 

4.5 

George  A  Butler 

69,745 

1 1,981 

NASDAQ 

FSCO 

3.18 

0.93 

20 

Salt  Lake  City,  Utah 

4.6 

George  S  Eccles 

•r 

137,498 

9  1 70 

NASDAO 

FTEN 

2.60 

0.81 

12% 

Memphis,  Tenn 

3.3 

Ronald  A  Terry 

(49,516 

7,023 

NASDAQ 

FUBC 

4.37 

1.53 

20'/4 

St  Louis,  Mo 

3.2 

Clarence  C  Barksdale 

Wl,232 

7,074 

NASDAQ 

FUNC 

3.89 

1.00 

17V* 

Charlotte,  NC 

4.2 

C  Clifford  Cameron 

28,833 

3,406 

NASDAQ 

FBFW 

5.68 

1.39 

36Vi 

Fort  Worth,  Tex 

1.5 

Paul  W  Mason 

39,000 

4,210 

NYSE 

FWB 

7.09 

1.88 

30% 

Milwaukee,  Wise 

4.1 

Hal  C  Kuehl 

p,553 

6  292 

IN  I  JL 

FHR 

1.05 

0.40 

7% 

Bedford  Heights,  Ohio 

16.0 

"Dominick  DiMatteo  Jr 

E9(299 

7,062 

NASDAQ 

FLAG 

3.02 

0.80 

17% 

Miami,  Fla 

3.0 

Philip  F  Searle 

b4,0 13 

6,406 

NYSE 

FLM 

3.25 

1.06 

25% 

Oklahoma  City,  Okla 

8.0 

Richard  D  Harrison 

112,714 

2,924 

NASDAQ 

FLIC 

2.57 

0.72 

16% 

Buffalo,  NY 

6.4 

Jerry  Metcalf 

125,086 

7,499 

NASDAQ 

FNBF 

2.15 

0.66 

18% 

(acksonville,  Fla 

3.5 

George  C  Whitner  Jr 

(87,754 
\  

32,623 

NYSE 

FDP 

1.66 

1.57 

13% 

St  Petersburg,  Fla 

4.1 

Andrew  H  Hines  Jr 

64,272 

43,676 

NYSE 

FPL 

3.94 

2.64 

26  Vh 

Miami,  Fla 

1 1.1 

Marshall  McDonald 

55,113 

47,741 

NYSE 

FLR 

2.73 

0.65 

60 

Irvine,  Cal 

25.8 

J  Robert  Fluor 

D0,385 

32,173 

NYSE 

FMC 

4.26 

1.45 

30'/2 

Chicago,  111 

44.6 

Robert  H  Malott 

a  8,038 

7,358 

PAC 

QFFS 

1.86 

none 

3% 

Ft  Lauderdale,  Fla 

11.0 

Grant  C  Gentry 

27,200 

120,275 

NYSE 

F 

-12.83 

2.60 

20 

Dearborn,  Mich 

426.7 

Philip  Caldwell 

share  data 

tdjusted  for  stock  splits  and  stock  dividends 

through  May  1 1 

1981. 

lares  Office  of  President  with  K  G.  Everett  and  C.  Fazio 
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THE  DIMENSIONS  OF  AMERICAN  BOSINESS 


Where  they  rank:  1980 


Market  value 


Market 

Net 

Assets 

Sales 

of  com  mi  in 

Net  prd 

Assets 

Sales 

value 

profits 

Company  |tiscal  year  end] 

($0001 

($000) 

($000) 

iSOOfl 

■ 

don 

477 

Hi/ 

Foremost- McKesson  (Mar)* 

1,203,057 

3,661,576 

492,8 18 

66  73 

■ 

■ 

OOo 

A  1  A 

run  i  him  ji  it  rtfuci  ilscij 

508  948 

397  403 

751  845 

(iS  7C 

■ 

3 1  3 

454 

1  i  \Iit  Whfplpr  I  1  )t'rl 
I  inn  I    »»  iittivl  \  I  *  t  v.  | 

952  524 

1  56?  542 

839,983 

59  3d 

■ 

■ 

497 

■ 

Foxboro  (Dec) 

421,063 

509,057 

485,650 

32,01 

■ 

■ 

122 

202 

Freeport  Minerals  (Dec) 

891,587 

664,358 

1,922,676 

147,4fJ 

■ 

7  HA 

■ 

■ 

I-  r 1 1 p  h  n 1 1  inpri 

1  524  987 

7  (78 I  748 

304  744 

32  21 

■ 

3  £7 

■ 

447 

\  nun  i  1  n rl 1 1 t r 1 1",  IOpt) 

864  158 

1,589,512 

1  86  707 

61  63 

■ 

i  in 

196 

Gannett  (Dec) 

1,21 1,740 

1  214  983 

1,936,840 

151,9a 

335 

■ 

■ 

430 

GATX  (Dec) 

2,412,579 

992,671 

455,784 

66,01 

■ 

■ 

334 

■ 

Gearhart  Industries  (fan) 

235,692 

239,182 

787,164 

26,63 

• 

■ 

■ 

453 

1  474  578 

726,434 

296  346 

59  64 

■ 

D 

(  wil  l!  lllll\  \ 

1,917,725 

652  397 

313  193 

40  41 

■ 

■ 

214 

461 

fipnpral  Ampriran  Oil  f^n  ni  Tpyss  i  liiin  l 

vl  C  lit.  i  ul  nun  i  khii  wn  v_  »'  ui    i     a  a  a  ^  |  u  1 1  v  j 

462,027 

234,464 

1,210,259 

57,9<j 

332 

112 

88 

143 

General  Dynamics  (Dec) 

2,435,800 

4,742,700 

2,370,146 

195,0(1 

31 

13 

11 

11 

General  Electric  (Dec) 

18,511,000 

24,959,000 

13,950,606 

1,514,0(1 

2S8 

73 

167 

98 

Gpnpral  FooHq  i  M  'irl 

V J vllvlal  L  i"iU7  J  1 1 

2,978,485 

5,959,587 

1,495,016 

255,82 

290 

420 

General  Instrument  (Feb) 

645,233 

825,074 

896,334 

68,12 

409 

127 

184 

173 

General  Mills  ( \tu\  1 

2,012,400 

4, 170,300 

1,359,558 

170,0C 

; 

12 

3 

12 

■ 

General  Motors  (Dec) 

34,455,200 

57,728,500 

13,320,720 

-762,54 

146 

310 

■ 

■ 

General  Public  Utilities  (Dec) 

5,042,972 

1,831,741 

306,320 

20,59 

i! 

194 

463 

226 

194 

'•^fipnpral  Rp  inpf  1 

UVllCllll  IVt   \  I  '  \-  \.  ' 

3,654,835 

1, 104,253 

1, 169, 186 

154  4C 

366 

220 

291 

General  Signal  (Dec) 

1, 136,277 

1,521,744 

1, 195,049 

104,21 

27 

38 

46 

4 1 

f^pnpral  Tplpnhnnp  Hi  I-  Ipi  t  rnnii  a  IOppI 

1 9  770  457 

9  978  875 

4  220,589 

477,87 

456 

270 

■ 

■ 

Genera)  Tire  &  Rubber  (Nov) 

1,806,117 

2,215,206 

443,503 

40,76 

2 

■ 

378 

373 

424 

Genuine  Parts  (Dec) 

526,701 

1,431,713 

723,503 

67,83 

■ 

156 

97 

85 

104 

Georgia~Pacific  (Dec) 

4,512,000 

5,016,000 

2,469,775 

244,00 

345 

Geosource  (Sept) 

304,827 

441,342 

765,625 

32,73 

j 

71 

35 

20 

18 

Getty  Oil  (Dec) 

8,266,676 

10,150,411 

7,547,899 

871,86 

I 

■ 

369 

■ 

■ 

Giant  Food  (Feb) 

350,000 

1,483,476 

83,079 

18,30 

167 

■ 

■ 

■ 

Gibraltar  Financial  Corp  of  Calif  (Dec) 

4,295,449 

425,727 

115,244 

-5,27 

477 

254 

31 1 

244 

Giliette  (Dec) 

1,708,504 

2,315,294 

841,988 

123,97 

. 

161 

Girard  (Dec) 

4,385,572 

453,067 

129,723 

33,7C| 

441 

409 

CZ\i  Tprnnnlnoipc  Hlprl 

737  735 

1  1 89  666 

i.  ,  1(17,  WW  17 

456,725 

70,15 

■ 

■ 

280 

■ 

Global  Marine  (Dec) 

557,757 

219,936 

953,136 

44,88 

124 

■ 

■ 

■ 

Golden  West  Financial  (Dec) 

5,578,887 

485,290 

299,153 

38,061 

374 

185 

446 

B  F  Goodrich  IDeel 

2,216, 166 

3,079,597 

425,437 

61,71 

130 

47 

232 

133 

(  .niuix  t1  ir  TlTP  Si   R  ImnPr  IT"lppl 
vjuuuy vh!  i  ii v  Ov  nuuuci 

5  368  301 

8,444,015 

1, 148, 176 

206,71 

495 

271 

300 

397 

UUUIU  ^1  'tL  i 

1  608  508 

7  705  451 

882,759 

72,47] 

163 

69 

70 

83 

W  R  Grace  (Dec) 

4,364,500 

6,101,300 

2,776,540 

283,80! 

■ 

■ 

494 

■ 

W  W  Grainger  (Dec) 

413,345 

782,571 

487,796 

48,80 

62 

f"»rp3t  Atlantic*        Papifip  Tpj  fFplil 
VJlCdl  r\  U  d  I H  Ii  O.    I  dlllll    ltd  |rcu| 

1  7  30  57? 

6  684,179 

196  313 

-3,80 

395 

417 

306 

12.  rp  "i  t  \1  /\  ri  n    m                        1  liprl 
VJtlCdl   ■  '  1  H  II 1 1  1  1 1     Nl  MMnd  ^17CL' 

1710  700 

1  373  300 

625  304 

99,10 

60 

VJlCdl   HiMtlll  r  1 1 1  <J  1 1 C  1  d  1  ^l/ttl 

10  7  5?  838 

997  222 

419,528 

39,1 7\ 

435 

110 

422 

257 

Greyhound  (Dec) 

1,905,098 

4,766,150 

615,384 

118,32 

■ 

330 

■ 

■ 

Grumman  (Dec) 

906,312 

1,729,337 

282,122 

30,66; 

129 

84 

221 

99 

Gulf  &  Western  Industries  (July) 

5,416,776 

5,338,483 

1,191,736 

255,28 

; 

30 

9 

17 

12 

Gulf  Oil  (Dec) 

18,638,000 

26,483,000 

8,492,201 

l,407,0fJ 

265 

495 

446 

260 

Gulf  States  Utilities  (Dec) 

2,925,701 

1,005,226 

568,556 

117,lfl 

377 

■ 

475 

376 

Gulf  United  (Dec) 

2,189,107 

674,486 

512,001 

78,50] 

150 

48 

15 

39 

Halliburton  (Dec) 

4,723,753 

8,327,305 

9,827,950 

500,29 

■  \.  ,r  nil  Si  II I  lisl 


"Formerlv  General  Reinsurance 
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 Share 

data:  1980  

Earnings 

L.asn 

Shares 

before 

Market 

Number  of 

flow 

outstanding 

Where 

Ticker 

extraordinary 

price 

Corporate 

employees 

|$000] 

(0001 

traded 

symbol 

items 

Dividends 

(Dec.  31) 

headquarters 

|000) 

Chief  executive 

J2,252 

15,645 

NYSE 

FOR 

4.43 

1.89 

31'/2 

San  Francisco,  Cal 

17.4 

Thomas  E  Drohan 

)9,694 

26,972 

NYSE 

FHP 

2.55 

0.72 

27% 

Green  Bay,  Wise 

3.7 

Paul J  Schierl 

55,494 

34,285 

NYSE 

FWC 

1.74 

0.36 

24'/2 

Livingston,  N( 

16.5 

Frank  A  Lee 

15,230 

8,284 

NYSE 

FOX 

3.87 

1.30 

585/8 

Foxboro,  Mass 

11.2 

Earle  W  Pitt 

D9,973 

31,584 

NYSE 

FT 

4.67 

1.00 

60% 

New  York,  NY 

2.7 

Paul  W  Douglas 

39,247 

12,251 

NYSE 

FTR 

2.63 

2.40 

24% 

Detroit,  Mich 

29.2 

Robert  D  Rowan 

00,653 

12,876 

NYSE 

FQA 

4.71 

0.49 

14% 

Atlanta,  Ga 

15.6 

John  B  Fuqua 

08,831 

52,883 

NYSE 

GCI 

2.81 

1.33 

36s/s 

Rochester,  NY 

23.0 

Allen  H  Neuharth 

20,919 

12,277 

NYSE 

GMT 

5.10 

2.20 

37% 

Chicago,  111 

9.6 

James  )  Glasser 

46,711'- 

13,963 

NYSE 

GOI 

1.84 

0.19 

56% 

Fort  Worth,  Tex 

4.7 

Marvin  Gearhart 

94,022 

20,263 

NYSE 

GEC 

2.87 

0.43 

145/8 

Washington,  DC 

5.4 

John  J  Byrne 

89,910 

10,103 

NYSE 

GEL 

3.65 

0.84 

31 

Eden  Prairie,  Minn 

7.0 

N  Bud  Grossman 

$0,923 

24,025 

NYSE 

GAO 

2.41 

0.39 

50% 

Dallas,  Tex 

1.6 

Wi'liam  P  Barnes 

ji3, 100 

.  55,442 

NYSE 

GD 

3.58 

0.63 

42% 

St  Louis,  Mo 

84.4 

David  S  Lewis 

£9,000 

227,765 

NYSE 

GE 

6.65 

2.90 

61% 

Fairfield,  Conn 

402  0 

John  F  Welch  Jr 

C9,708 

49,422 

NYSE 

GF 

5.12 

2.15 

30% 

White  Plains,  NY 

53.0 

James  L  Ferguson 

09,366 

9,638 

NYSE 

GRL 

7.46 

0.90 

93 

New  York,  NY 

27.1 

Frank  G  Hickey 

S2.700 

50,354 

NYSE 

GIS 

3.37 

1.36 

27 

Minneapolis,  Minn 

65.1 

H  Brewster  Atwater  Jr 

i5,600 

296,016 

NYSE 

CM 

-2.65 

2.95 

45 

Detroit,  Mich 

746.4 

Roger  B  Smith 

47,174 

61,264 

NYSE 

GPU 

0.34 

none 

5 

Parsippany,  N) 

11.4 

William  G  Kuhns 

i4  998 

21  803 

NYSE 

GRN 

7  08 

1  40 

53% 

Greenwich,  Conn 

Harold  J  Hudson  Jr 

(4,772 

26,705 

NYSE 

GSX 

4.01 

1.28 

44% 

Stamford,  Conn 

26.0 

Nathan  R  Owen 

.1,322 

154,884 

NYSE 

GTE 

2.94 

2.72 

27 'A 

Stamford,  Conn 

201.0 

Theodore  F  Brophy 

:0,393 

24,127 

NYSE 

GY 

1.68 

1.46 

18'/2 

Akron,  Ohio 

40.8 

Michael  G  O'Neil 

'8,846 

27,562 

NYSE 

GPC 

2.46 

1.00 

26% 

Atlanta,  Ga 

11.7 

Wilton  D  Looney 

i6,000 

98,791 

NYSE 

GP 

2.34 

1.20 

25 

Portland,  Ore 

44.0 

Robert  E  Flowerree 

9,902 

12,500 

NYSE 

GSE 

2.77 

0.46 

61% 

Houston,  Tex 

6.5 

John  D  Piatt 

4,722 

82,154 

NYSE 

GET 

10.60 

1.90 

91% 

Los  Angeles,  Cal 

17.3 

Sidney  R  Petersen 

9,000 

4,887 

ASE 

GFS  A 

3.74 

1.08 

17 

Washington,  DC 

14.0 

Israel  Cohen 

.5,759 

13,969 

NYSE 

GFC 

-0.38 

0.60 

8% 

Beverly  Hills,  Cal 

1.3 

Herbert  J  Young 

4,738 

30,071 

NYSE 

GS 

4.11 

1.81 

28 

Boston,  Mass 

34.1 

Oilman  M  Mockler  Jr 

2,267 

5,462 

NASDAQ 

G1RA 

6.30 

1.97 

23% 

Bala  Cynwyd,  Pa 

3.5 

William  B  Eagleson  Jr 

•0,941 

12,731 

NYSE 

GK 

5.33 

1.40 

35% 

Greenwich,  Conn 

23.0 

Robert  P  Jensen 

1 1,193 

13,238 

NYSE 

GLM 

3.47 

0.15 

72 

Los  Angeles,  Cal 

2.1 

C  Russell  Luigs 

1,860 

21,179 

NYSE 

GDW 

1.80 

0.37 

14'/« 

Oakland,  Cal 

1.2 

"Herbert  M  Sandler 

W,027 

17,103 

NYSE 

GR 

3.57 

1.56 

24% 

Akron,  Ohio 

40.2 

John  D  Ong 

5,654 

71,761 

NYSE 

GT 

2.85 

1.30 

16 

Akron,  Ohio 

144.5 

Charles  J  Pilliod  Jr 

2,862 

34,618 

NYSE 

GLD 

2.10 

1.72 

25  % 

Rolling  Meadows,  111 

36.5 

William  T  Ylvisaker 

2,700 

47,060 

NYSE 

GRA 

6.08 

2.18 

59 

New  York,  NY 

91.7 

J  Peter  Grace 

7,706 

14,139 

NYSE 

GWW 

3.45 

0.98 

34% 

Skokie,  111 

5.7 

David  W  Grainger 

■4,080 

37,393 

NYSE 

GAP 

-0.15 

none 

5% 

Montvale,  NJ 

63.0 

James  Wood 

1,500 

16,085 

NYSE 

GNN 

6.16 

1.65 

38  % 

Stamford,  Conn 

12.4 

Robert  Hellendale 

5,646 

22,525 

NYSE 

GWF 

1.74 

0.88 

18% 

Beverly  Hills,  Cal 

2.2 

James  F  Montgomery 

(0,317 

44,352 

NYSE 

G 

2.67 

1.16 

13% 

Phoenix,  Ariz 

52.3 

Gerald  H  Trautman 

5,708 

10,031 

NYSE 

GQ 

2.35 

1.25 

28% 

Bethpage,  NY 

28.0 

John  C  Bierwirth 

2,672 

75,070 

NYSE 

GW 

4.38 

0.68 

15% 

New  York,  NY 

116.0 

Charles  G  Bluhdom 

5,000 

195,223 

NYSE 

GO 

7.21 

2.38 

43% 

Pittsburgh,  Pa 

58.3 

Jerry  McAfee 

5,993 

48,908 

NYSE 

GSU 

2.05 

1.39 

11% 

Beaumont,  Tex 

4.2 

W  Donham  Crawford 

0,515 

25,284 

NYSE 

GHC 

2.76 

1.12 

20% 

Jacksonville,  Fla 

7.1 

E  Grant  Fitts 

6,645 

117,700 

NYSE 

HAL 

4.25 

1.05 

83% 

Dallas,  Tex 

113.6 

John  P  Harbin 

lare  data  adjusted  for 

stock  splits  and  suxk  div  idends 

through  May  11,  1981. 

sh  now  as  of  10/31/80. 
fice  jointly  held  with  Marion  O  Sandler 
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Where  they  rank:  1980- 


Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net  pn 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

($00 

■ 

445 

■ 

■ 

Hammermill  Paper  (Dec) 

713,827 

1,182,837 

215,298 

40,3 

86 

■ 

■ 

■ 

Harris  Bankcorp  (Dec) 

6,904,530 

725,708 

180,677 

30,6 

■ 

411 

153 

370 

Harris  Corp  (June) 

1,139,784 

1,300,932 

1,619,211 

79,6 

■ 

476 

■ 

■ 

Harsco  (Dec) 

658,198 

1,063,226 

336,452 

49,7 

290 

■ 

■ 

■ 

Hartford  National  (Dec) 

2,753,339 

244,651 

53,719 

13,8 

419 

203 

255 

209 

H  I  Heinz  (Apr) 

1,954,286 

2,924,774 

1,069,640 

142,8 

119 

■ 

■ 

■ 

Walter  E  Heller  International  (Dec) 

5,728,288 

771,720 

242,228 

43,d 

■ 

■ 

199 

■ 

Helmerich  &  Payne  (Sept) 

374,209 

198,283 

1,299,582 

47,2 

443 

239 

328 

269 

Hercules  (Dec) 

1,889,679 

2,485,226 

806,455 

i  i4,d 

■ 

403 

■ 

445 

Hershey  Foods  (Dec) 

684,472 

1,335,289 

332,760 

62,G 

■ 

379 

427 

382 

Heublein  (June) 

1,047,019 

1,430,050 

608,786 

77,4 

352 

183 

31 

94 

Hewlett-Packard  (Oct) 

2,337,000 

3,099,000 

5,391,838 

269,d 

■ 

■ 

244 

285 

Hilton  Hotels  (Dec) 

696,824 

554,327 

1,114,006 

106, 

481 

361 

305 

280 

Holiday  Inns  (Dec) 

1,680,103 

1,533,758 

865,404 

108, 

■ 

■ 

243 

300 

Homestake  Mining  (Dec) 

367, 1 1 1 

302,213 

1,1 14,286 

101, 

187 

100 

79 

87 

Honeywell  (Dec) 

3,892,600 

4,924,700 

2,532,255 

280,! 

■ 

408 

■ 

■ 

George  A  Hormel  (Oct) 

355,853 

1,321,966 

147,708 

32,) 

494 

431 

149 

366 

Hospital  Corp  of  America  (Dec) 

1,609,603 

1,231,548 

1,641,186 

80,J 

476 

■ 

■ 

■ 

Hospital  Trust  (Dec) 

1,720,426 

181,688 

42,000 

8,C 

88 

68 

355 

213 

'Household  Finance  (Dec) 

6,840,600 

6,182,000 

757,104 

141, 

157 

247 

213 

156 

Houston  Industries  (Dec) 

4,432,933 

2,367,264 

1,215,383 

183, 

442 

248 

98 

141 

Houston  Natural  Gas  (|uly) 

1,890,592 

2,357,871 

2,155,140 

196,< 

■ 

■ 

150 

371 

Houston  Oil  &  Minerals  (Dec) 

1,077,692 

333,498 

1,638,971 

79,1 

■ 

437 

73 

230 

Hughes  Tool  (Dec) 

1,390,281 

1,206,155 

2,647,235 

132, 

■ 

458 

197 

437 

Humana  (Aug) 

1,326,584 

1,116,824 

1,302,541 

64,  ( 

279 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

2,830,708 

277,283 

93,660 

22,8 

151 

456 

■ 

359 

E  F  Hutton  Group  (Dec) 

4,706,635 

1,125,271 

440,781 

82,1 

193 

128 

480 

253 

IC  Industries  (Dec) 

3,692,800 

4,141,600 

505,300 

120,; 

438 

■ 

■ 

■ 

Idaho  First  National  Bank  (Dec) 

1,899,283 

186,645 

125,886 

20,! 

■ 

■ 

■ 

498 

Ideal  Basic  Industries  (Dec) 

844,421 

458,923 

353,010 

52, 

327 

■ 

421 

270 

Illinois  Power  IDec) 

2,467,191 

883,370 

616,831 

113,5 

80 

■ 

■ 

■ 

Imperial  Corp  of  America  (Dec) 

7,347,443 

713,703 

425,880 

40, 

58 

87 

155 

89 

INA  (Dec) 

10,603,673 

5,254,564 

1,601,816 

278,1 

341 

■ 

■ 

■ 

Indiana  National  (Dec) 

2,378,388 

250,447 

63,654 

16,' 

■ 

■ 

■ 

476 

Indianapolis  Power  &  Light  (Dec) 

1,065,834 

334,076 

256,913 

55, 

210 

■ 

■ 

■ 

Industrial  National  (Dec) 

3,451,689 

405,187 

119,665 

28,: 

492 

■ 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

1,619,157 

198,121 

42,396 

■ 

■ 

396 

■ 

Inexco  Oil  (Dec) 

545,059 

146,606 

672,903 

22, 1 

322 

198 

176 

186 

Ingersoll-Rand  (Dec) 

2,526,839 

2,970,960 

1,427,192 

160,3 

260 

172 

437 

■ 

Inland  Steel  (Dec) 

2,958,242 

3,255,898 

587,438 

29,j 

■ 

■ 

142 

309 

Intel  (Dec) 

767,168 

854,561 

1,720,124 

96,: 

■ 

245 

394 

243 

Interco  (Feb) 

1,469,137 

2,368,456 

675,949 

124,3 

■ 

481 

■ 

■ 

Interlake  (Dec) 

703,618 

1,055,883 

169,731 

13, 

20 

10 

1 

3 

International  Business  Machines  (Dec) 

26,703,000 

26,213,000 

39,625,900 

3,562j 

■ 

■ 

315 

441 

International  Flavors  &  Fragrances  (Dec) 

414,859 

448,309 

832,650 

63, 

114 

66 

322 

■ 

International  Harvester  (Oct) 

5,843,458 

6,311,804 

815,644 

-397,] 

455 

314 

138 

206 

International  Minerals  &  Chemical  (lune) 

1,848,634 

1,789,634 

1,776,819 

145,1 

a 

493 

■ 

a 

International  Multifoods  (Feb) 

432,495 

1,012,242 

150,136 

18,: 

141 

94 

104 

72 

International  Paper  (Dec) 

5,197,400 

5,042,900 

2,072,700 

314,(1 

17 

14 

52 

17 

'International  Tel  &  Tel  IDec) 

28,378,016 

23,818,715 

3,670,200 

895,1 

Not  on  500  list. 


5Figures  include  unconsolidated  subsidiaries 
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 Share  data:  1980  

Earnings 

Cash  Shares  before  Market  Number  of 


flow 

outstanding  Where 

Ticker 

extraordinary 

price 

Corporate 

employees 

($000) 

(000) 

traded 

symbol 

items 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

75,623 

7,974 

NYSE 

HML 

5.04 

1.55 

27 

Erie,  Pa 

12.0 

Alhprt  F  Duval 

44,482 

6,818 

NYSE 

HBC 

4.51 

2.00 

26  Vi 

Chicago,  111 

3.8 

Charles  M  Rliss 

151,909 

31,064 

NYSE 

HRS 

2.63 

0.76 

5  2  Vh 

Melbourne  Fla 

24.1 

Incpnn  A  Rrtvrl 

88,667 

10,006 

NYSE 

HSC 

4.94 

2.00 

33% 

Camp  Hill,  Pa 

16.0 

Jeffrey  J  Burdge 

20,658 

2  865 

IN  AJL/AVJ 

HNAT 

4.85 

1.45 

18% 

Hartford,  Conn 

2.7 

Robert  L  Newell 

177,927 

23,003 

NYSE 

HNZ 

6.24 

2.25 

46  Vi 

Pittsburgh,  Pa 

44.6 

Anthony  J  F  O'Reilly 

;  128,705 

1 1,816 

NYSE 

HLR 

3.61 

1.25 

20V2 

Chicago,  111 

4.7 

Franklin  A  Cole 

73,926 

25,482 

NYSE 

HP 

1.86 

0.19 

51 

Tulsa,  Okla 

1.4 

Walter  H  Helmerich  III 

251,792 

42,445 

NYSE 

HPC 

2.60 

1.20 

19 

Wilmington,  Del 

22.9 

Alexander  F  Giacco 

101,994 

14  160 

NYSE 

HSY 

4.38 

1.50 

23  Vi 

Hershey,  Pa 

12.1 

William  E  C  Dearden 

1 15,871 

21,455 

NYSE 

HBL 

3.62 

1.66 

28% 

Farmington,  Conn 

27.1 

Hicks  B  Waldron 

389,000 

60,244 

NYSE 

HWP 

4.47 

0.40 

89'/2 

Palo  Alto,  Cal 

54.7 

John  A  Young 

132,092 

26,367 

NYSE 

HLT 

4.00 

1.42 

42'A 

Beverly  Hills,  Cal 

32.0 

Barron  Hilton 

193,880 

32,052 

NYSE 

HIA 

2.92 

0.69 

27 

Memphis,  Tenn 

44.0 

Roy  E  Winegardner 

:  93,198 

17  012 

NYSE 

HM 

5.96 

1.42 

65  Vi 

San  Francisco,  Cal 

2.4 

Harry  M  Conger 

523,600 

22,660 

NYSE 

HON 

12.57 

2.80 

1 1 1  % 

Minneapolis,  Mmn 

95.9 

Edson  W  Spencer 

50,914 

9,607 

ASE 

HRL 

3.41 

0.84 

15% 

Austin,  Minn 

8.1 

Ira  J  Holton 

159,279 

45,378 

NYSE 

HCA 

1.73 

0.25 

36% 

Nashville  Tenn 

46.0 

Donald  S  MacNaughton 

|  19,745 

2,000 

NASDAQ 

HTCO 

4.04 

2.12 

21 

Providence,  RI 

1.8 

Henry  S  Woodbridge  Jr 

458,100 

46  591 

NYSE 

HFC 

2.88 

1.56 

16% 

Prospect  Heights,  111 

77.5 

Gilbert  R  Ellis 

390,590 

42,645 

NYSE 

HOU 

4.71 

2.68 

28  Vi 

Houston  Tex 

8.4 

Don  D  Jordan 

292,206 

39,910 

NYSE 

HNG 

5.06 

1.25 

54 

Houston,  Tex 

1 1.5 

Robert  R  Herring 

156,639 

30,142 

ASE 

HOI 

2.53 

0.80 

54% 

Houston,  Tex 

1.3 

F  Fox  Benton  |r 

204,124 

27,397 

NYSE 

HT 

5.27 

0.98 

96% 

Houston,  Tex 

15.3 

James  R  Lesch 

145,163 

36  498 

NYSE 

HUM 

1.54 

0.38 

35% 

Louisville,  Ky 

39.1 

David  A  Jones 

35,334 

3,345 

NASDAQ 

HBAN 

6.83 

1.81 

28 

Columbus  Ohio 

2.9 

Frank  Wobst 

115,832 

13,357 

NYSE 

EFH 

6.16 

0.62 

33 

New  York,  NY 

9.3 

Robert  M  Fomon 

279,400 

16,366 

NYSE 

ICX 

6.02 

1.92 

30% 

Chicago,  111 

61.3 

William  B  Johnson 

28,800 

6,148 

NASDAQ 

IDNB 

3.40 

0.93 

20'/2 

Boise,  Ida 

2.1 

Thomas  C  Frye 

:  97,468 

13,448 

NYSE 

IDL 

3.93 

1.63 

26 'A 

Denver,  Colo 

4.2 

John  A  Love 

165,302 

34,508 

NYSE 

IPC 

2.87 

2.33 

17% 

Decatur,  111 

3.9 

Wendell  J  Kelley 

41,259 

14,196 

NYSE 

ICA 

2.86 

1.20 

30 

San  Diego,  Cal 

1.7 

E  Michael  Lallinger 

,380,4 19 

39,551 

NYSE 

INA 

7.11 

2.20 

40  Vi 

Philadelphia,  Pa 

40.2 

Ralph  S  Saul 

30,380 

4,944 

NASDAQ 

INAT 

3.33 

0.70 

127/8 

Indianapolis,  Ind 

2.2 

Thomas  W  Binford 

|  97,746 

13  260 

NYSE 

I  PL 

3.68 

2.21 

19% 

Indianapolis,  Ind 

2.2 

Zane  G  Todd 

49,593 

6,059 

NYSE 

INB 

4.57 

1.60 

19% 

Providence  RI 

3.4 

John  J  Cu  minings  Jr 

.  4,612 

2,609 

NASDAQ 

IBKT 

0.06 

2.20 

16 'A 

Jenkintow~n,  Pa 

1.9 

Joseph  A  Gallagher 

85,809 

24,140 

NYSE 

INX 

0.94 

0.10 

27% 

Houston  Tex 

0.7 

Erving  Wolf 

147,170 

19,061 

NYSE 

IR 

8.08 

3.32 

74% 

Woodchff  Lake,  NJ 

47.4 

Thomas  A  Holmes 

.03,560 

21  074 

IN  I  OH 

IAD 

1.38 

2.40 

27% 

Chicago,  111 

34.9 

Frederick  G  Jaicks 

53,7  si 

42,736 

NASDAQ 

INTC 

2.21 

none 

40  Vi 

Santa  Clara  Cal 

15.9 

Gordon  E  Moore 

59,581 

14,156 

NYSE 

ISS 

7.63 

2.58 

47% 

St  Louis,  Mo 

56.4 

William  L  Edwards  Jr 

61,929 

6,089 

NYSE 

IK 

2.29 

2.20 

27% 

Oak  Brook,  111 

10.8 

Reynold  C  MacDonald 

123,000 

583,807 

NYSE 

IBM 

6.10 

3.44 

67% 

Armonk,  NY 

341.3 

John  R  Opel 

||  70,635 

36,600 

NYSE 

IFF 

1.73 

0.86 

22% 

New  York,  NY 

3.6 

Henry  G  Walter  Jr 

11  73,726 

31,830 

NYSE 

HR 

-12.91 

2.50 

25% 

Chicago,  111 

87.2 

Archie  R  McCardell 

.85,566 

27,127 

NYSE 

IGL 

5.38 

2.24 

65 '/2 

Northbrook,  111 

10.6 

Richard  A  Lenon 

32,224 

8,061 

NYSE 

IMC 

2.31 

1.26 

18% 

Minneapolis,  Minn 

8.5 

William  G  Phillips 

96,500 

49,350 

NYSE 

IP 

5.97 

2.40 

42 

New  York,  NY 

46.0 

Edwin  A  Gee 

42,009 

122,340 

NYSE 

ITT 

6.13 

2.40 

30 

New  York,  NY 

358.0 

Rand  V  Araskog 

share  data  adjusted  for  stock  splits  and  slock  dividends  through  May  11,  1981 
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•When.-  they  rank:  1980- 


Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net  pro 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end| 

($000) 

($000) 

($0001 

[$000 

205 

190 

121 

130 

'MnterNorth  (Dec) ' 

1   A  o  C  /■  1  o 

i,4M  ->,6  IS 

3,037,764 

1,927,523 

21 1,75 

■ 

114 

■ 

496 

Iowa  Beef  Processors  (Oct) 

509,492 

4,639,454 

476,208 

53, 1< 

32 

326 

■ 

352 

Irving  Bank  (Dec) 

1  8,089,8  18 

1,740,410 

409,604 

85,3< 

■ 

266 

■ 

165 

II  International  (Dec) 

1,385,599 

2,239,399 

344,698 

1 79,3.! 

262 

■ 

456 

327 

Jefferson-Pilot  (Dec) 

2,934,532 

803,426 

552,369 

91,94 

■ 

123 

■ 

473 

Jewel  Companies  (Jan) 

i    ion  i  \r\  i 

1,288,901 

A    1/1  (111 

4,267,922 

388,601 

55,85 

372 

296 

488 

388 

T  »              111       1  «  /    A  \ 

Jim  Walter  (Aug) 

2,226,2 10 

1,966,613 

493,770 

74, 7: 

350 

260 

448 

368 

Johns-Manville  (Dec) 

2,338, 159 

2,266,804 

566,305 

80,6.: 

223 

105 

24 

53 

Johnson  &  Johnson  (Dec) 

3,342,500 

4,837,400 

6,164,949 

400, 7C 

■ 

■ 

372 

452 

Joy  Manufacturing  (Sept) 

735,594 

934,329 

726,184 

59,6* 

105 

20 

95 

97 

K  mart  (Jan) 

o,  11)2,462 

14,204,400 

2,20.5,400 

260,55 

238 

174 

276 

103 

Kaiser  Aluminum  &  Chemical  (Dec) 

■J     111/-  Qf\(\ 

6, III,  100 

965,806 

247,60 

■ 

■ 

■ 

150 

Kaiser  Steel  (Dec) 

1,360,434 

884,942 

285, 106 

1 9 1 ,4< 

390 

■ 

361 

404 

"Kaneb  Services  (Dec) 

2,100,839 

650,281 

748,136 

71,61 

■ 

■ 

■ 

415 

Kansas  City  Power  &  Light  (Dec) 

1,538,978 

445,965 

271,553 

68, 7C 

■ 

277 

162 

155 

Kellogg  (Dec) 

1,181,867 

2,151,860 

1,547,748 

184,8.: 

287 

373 

■ 

357 

Kemper  (Dec) 

1  7  7  7  5  A  <J 

2,  1 1  /  ,o48 

1   A  CO  /LCIQ 

l,4:>9,(598 

A  5  A  CIA  5 

424, y4z 

80, 0 

234 

263 

292 

148 

16Kennecott  (Dec) 

]  Til    n  1IL 
&,  2.5  1 ,  4.5(5 

2,2:>o,8.54 

89.5,48(5 

1  05  1C 
1  92,.}: 

285 

159 

107 

158 

Kerr-McGee  (Dec) 

2,806,559 

3,477,881 

2,046,337 

182,22 

321 

■ 

■ 

■ 

Key  Banks  (Dec) 

2,526,912 

195,847 

101,010 

17,1^ 

500 

236 

■ 

340 

1TKidde  (Dec) 

1,587,806 

2,539,275 

429,725 

87,38 

354 

228 

212 

159 

Kimberly-Clark  (Dec) 

5  n  c  f  t\r\ 
2,325,  nOO 

5    f  f\C\  ~i(\f\ 

2,600,300 

1,218,30/ 

1 8 1 ,8C 

■ 

465 

297 

322 

Knight-Ridder  Newspapers  (Dec) 

862,36 1 

1, 098,3,5/ 

888,265 

92,85 

■ 

299 

384 

480 

Koppers  (Dec) 

1,385,888 

1,929,190 

691,175 

54.9S 

411 

34 

429 

317 

Kroger  (Dec) 

1,997,545 

10,316,741 

604,041 

94,3* 

■ 

382 

408 

431 

Lear  Siegler  (June) 

841,067 

1,423,397 

/in  Til 

639,231 

65,73 

■ 

210 

139 

120 

Levi  Strauss  (Nov) 

1,455,360 

2,840,844 

1,  /59,j88 

223, 6f 

■ 

449 

■ 

■ 

Libbey-Owens-Ford  (Dec) 

r^*"\  T    O  A  1 

903,841 

1, 159,863 

253,684 

28,8; 

473 

■ 

■ 

■ 

Liberty  National  (Dec) 

1,740,165 

167,577 

67,743 

10,5/ 

375 

■ 

■ 

432  1 

"Liberty  National  Insurance  Holding  (Dec) 

2,213,546 

475,394 

385,236 

65,64 
1 

315 

233 

36 

63 

Eli  Lilly  (Dec) 

2,607,452 

2,558,637 

4,830,975 

341,97 

212 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec) 

3,435,267 

347,065 

72,580 

69 

220 

316 

189 

Lincoln  National  (Dec) 

8,4/0,3/3 

2,692,91 1 

O  5  5   C  5  A 

832,S20 

232 

124 

58 

79 

Litton  Industries  (July) 

3,264,291 

4,246,532 

3,380,450 

290,82* 

331 

80 

■ 

■ 

Lockheed  (Dec) 

2,442,500 

5,395,700 

400,124 

27,6C 

66 

125 

248 

122 

Loews  (Dec) 

9,  12j,  112 

4,237,645 

1     1  AA   5  5  1 

1, 100,331 

221, 9k 

■ 

■ 

■ 

455 

Lone  Star  Industries  (Dec) 

1,051,177 

."inn  5  i  c 
909,315 

347,560 

CO  11 

3y,li 

1 84 

419 

272 

135 

Long  Island  Lighting  (Dec) 

3,917,746 

1,2/6,938 

979,734 

205,0  J 

■ 

483 

127 

163 

Louisiana  Land  &  Exploration  (Dec) 

1,142,949 

1,052,721 

1,884,509 

180,ld 

■ 

440 

376 

450 

Louisiana-Pacific  (Dec) 

1,114,420 

1,195,590 

714,480 

60,01 

1 79 

54 

363 

235 

LTV  (Dec) 

4,029,669 

8,009,9^8 

746, 192 

■ 

1 27,89 

■ 

■ 

193 

276 

Lubrizol  (Dec) 

651,137 

922,697 

1,315,446 

1 1 1,51 

■ 

64 

356 

330 

Lucky  Stores  (Jan) 

1,400,601 

6,468,682 

757,097 

90,43 

■ 

■ 

227 

• 

M/A-Com  (Sept) 

244,119 

322,480 

1,161,961 

24,9C 

■ 

244 

386 

296 

R  H  Macy  (July) 

1,328,254 

2,373,531 

686,758 

103,03 

■ 

■ 

468 

■ 

Mallinckrodt  (Dec) 

356,924 

441.795 

523,643 

36,0C 

■ 

307 

■ 

■ 

Malone  &  Hyde  (June) 

346,581 

1,854,466 

269,360 

24,94 

7 

88 

249 

112 

Manufacturers  Hanover  (Dec) 

55,522,249 

5,188,522 

1,099,647 

228,53! 

149 

■ 

■ 

■ 

Manufacturers  National  (Dec) 

4,768,939 

481,398 

1 14,075 

27,74 

■ 

319 

228 

248 

MAPCO  (Dec) 

1,478,456 

1,769,740 

1,158,890 

122,2^ 

■  Not  on  500  list. 


5Figures  include  unconsolidated  subsidiaries 
lsFormerly  Northern  Natural  Gas. 
1 ''Formerly  Kennecott  Copper 
"Formerly  Waller  Kidde 
l8Formerly  Liberty  National  Life  Insurance. 
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 Share 

data:  1980  

Earnings 

Cash 

Shares 

before 

Market 

Number  of 

" 

flow 

outstanding  Where 

Ticker 

extraordinary 

price 

Corporate 

employees 

! 

I  $000) 

|000) 

traded 

symbol 

items 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

14,850 

44  567 

NYSE 

INI 

4.70 

1.73 

431/4 

Omaha  Neb 

10.3 

Sam  F  Segnar 

70,380 

y,yzi 

MVQF 
IN  I  jL 

IBP 

5.17 

0.60 

48 

Dakota  City,  Neb 

10.4 

Robert  L  Peterson 

iS 

45,338 

8,646 

NYSE 

V 

9.70 

2.72 

47y8 

New  York,  NY 

9.2 

Gordon  T  Wallis 

1 

86,198 

19,697 

NYSE 

IU 

6.52 

1.03 

17  Vi 

Philadelphia,  Pa 

35.0 

John  Gilray  Christy 

11,1 

46,512 

2 1,876 

NYSE 

IP 

4.20 

1.35 

'25  V* 

Greensboro,  NC 

6.1 

W  Roger  Soles 

,01,852 

1 1  346 

NYSE 

JWL 

4.76 

1.86 

34  V* 

Chicago,  111 

39.0 

Weston  R  Christopherson 

,54,401 

16  459 

NYSE 

JWC 

4.30 

1.85 

30 

Tampa,  Fla 

23.2 

James  W  Walter 

,(81,351 

22,881 

NYSE 

[M 

2.47 

1.92 

24  V* 

Denver,  Colo 

31.0 

John  A  McKinney 

•86,500 

61,804 

NYSE 

INI 

6.50 

2.23 

99V* 

New  Brunswick,  NJ 

74.3 

James  E  Burke 

(83,793 

13,055 

NYSE 

IOY 

4.58 

1.81 

555/s 

Pittsburgh,  Pa 

13.2 

James  W  Wilcock 

- 

,52,864 

i  zoro  /  y 

MVQF 

IN  I  JL 

KM 

2.07 

0.90 

17% 

Troy,  Mich 

256.0 

Bernard  M  Fauber 

,80,000 

42  453 

NYSE 

KLU 

5.91 

1.30 

223/* 

Oakland,  Cal 

25.8 

Cornell  C  Maier 

176,071 

7,018 

NYSE 

KSC 

27.16 

none 

405/« 

Oakland,  Cal 

11.0 

Roland  A  Kjelland 

,.15,550 

22,004 

NYSE 

KAB 

3.14 

0.83 

34 

Houston,  Tex 

5.8 

James  R  Whatley 

04,798 

13,410 

NYSE 

KLT 

4.36 

2.69 

20  V* 

Kansas  City,  Mo 

2.6 

Arthur  J  Doyle 

42,069 

76  432 

MVQF 

IN  I  JC 

K 

2.42 

1.34 

20 'A 

Battle  Creek,  Mich 

21.3 

William  E  LaMothe 

188,012 

12  926 

M  ASDAO 

KEMC 

6.57 

1.40 

32% 

Long  Grove,  111 

10.4 

Joseph  E  Luecke 

)] 

23,979 

33,246 

NYSE 

KN 

5.79 

1.40 

26% 

Stamford,  Conn 

35.0 

Thomas  D  Barrow 

j] 

25,910 

25,903 

NYSE 

KMC 

7.02 

1.74 

79 

Oklahoma  City,  Okla 

11.1 

Dean  A  McGee 

23,909 

In  AjLJAO 

KEYB 

3.36 

1.20 

14 

Albany,  NY 

2.9 

Victor  J  Riley  Jr 

25,484 

9  523 

NYSE 

KDE 

8.59 

1.85 

45'/s 

Clifton,  NI 

53.0 

Fred  R  Sullivan 

33,800 

22  879 

NYSE 

KMB 

7.85 

3.12 

5314 

Neenah,  Wise 

31.3 

Darwin  E  Smith 

37,501 

31,866 

NYSE 

KRN 

2.87 

0.73 

27% 

Miami,  Fla 

15.4 

Alvah  H  Chapman  Jr 

38,083 

27,647 

NYSE 

KOP 

2.02 

1.40 

25 

Pittsburgh,  Pa 

21.0 

Fletcher  L  Byrom 

39,322 

T  7  771 

LI ,1  I  2. 

In  i  ol 

KR 

3.41 

1.40 

21% 

Cincinnati,  Ohio 

115.0 

Lyle  Everingham 

■ 

94,171 

1 5  93 1 

MVQF 

IN  I 

LSI 

4.23 

1.19 

40  Vh 

Santa  Monica,  Cal 

24.4 

Robert  T  Campion 

; 

56,759 

40  916 

NYSE 

LVI 

5.36 

1.20 

43 

San  Francisco,  Cal 

48.0 

Peter  E  Haas 

:■ 

78,204 

11,090 

NYSE 

LOF 

2.17 

1.70 

22% 

Toledo,  Ohio 

18.7 

Don  T  McKone 

14,790 

2,316 

NASDAQ 

LIBN 

4.17 

1.08 

29% 

Oklahoma  City,  Okla 

0.9 

John  W  McLean 

06,7X0 

1 8, 792 

NYSE 

LNH 

3.48 

1.20 

20'/2 

Birmingham,  Ala 

5.6 

Frank  P  Samford  Jr 

- 

£1,041 

75  780 

MYQF 

IN  I  JC 

LLY 

4.52 

2.20 

63% 

Indianapolis,  Ind 

27.7 

Richard  D  Wood 

:■ 

$4,884 

3  262 

M  AQDAO 

LFBK 

430 

2.00 

22 'A 

Rochester,  NY 

3.3 

Alexander  D  Hargrave 

'8,720 

20,813 

NYSE 

LNC 

7.22 

2.85 

40 

Fort  Wayne,  Ind 

14.6 

Ian  M  Rolland 

>5,218 

38,036 

NYSE 

LIT 

7.27 

1.08 

88% 

Beverly  Hills,  Cal 

75.4 

Charles  B  Thornton 

;• 

10,700 

1 1 ,944 

NYSE 

LK 

1.53 

none 

33'/2 

Burbank,  Cal 

70.6 

Roy  A  Anderson 

'5,426 

13  277 

MYQF 

IN  I  JC 

LTR 

17.99 

1.20 

82% 

New  York,  NY 

29.4 

Laurence  A  Tisch 

[>3,716 

i  n  s  l  o 
i  u,  o  i  y 

MVQF 
IN  I  OL 

LCE 

5.25 

1.65 

32'/8 

Greenwich,  Conn 

9.7 

James  E  Stewart 

i0,274 

69,981 

NYSE 

LIL 

2.53 

1.82 

14 

Mineola,  NY 

5.6 

Charles  R  Pierce 

. 

17,901 

37,975 

NYSE 

LLX 

4.74 

1.80 

49% 

New  Orleans,  La 

3.0 

John  G  Phillips 

t9,670 

~i  Ci  770 

Zy,  f  f\j 

NYSE 

LPX 

2.02 

0.69 

24 

Portland,  Ore 

15.0 

Harry  A  Merlo 

J2,278 

36  849 

NYSE 

LTV 

3.95 

none 

20 'A 

Dallas  Tex 

63.6 

W  Paul  Thayer 

14,081 

in  Q  3  1 

MVQF 
IN  I  ot 

LZ 

5.74 

1.80 

66 

Wickliffe,  Ohio 

4.2 

Lester  E  Coleman 

88,224 

50,056 

NYSE 

LKS 

1.80 

1.09 

15'/8 

Dublin,  Cal 

65.0 

S  Donley  Ritchey 

2,269 

36, 1 70 

NYSE 

MAI 

0.77 

0.10 

32'/8 

Burhngton,  Mass 

5.8 

Dr  Lawrence  Gould 

9,874 

16,159 

NYSE 

MZ 

6.48 

1.43 

42'/2 

New  York,  NY 

45.0 

Edward  S  Finkelstein 

if 

9,435 

NASDAQ 

MALL 

3.82 

1 .25 

55'/2 

St  Louis,  Mo 

A  Q 

Raymond  F  Bentele 

li 

:> 

.7,101 

7,696 

NYSE 

MHI 

3.26 

1.16 

35 

Memphis,  Tenn 

7.1 

Joseph  R  Hyde  HI 

4,431 

33,577 

NYSE 

MHC 

6.87 

2.52 

32J/4 

New  York,  NY 

24.9 

John  F  McGillicuddy 

ii 
a 

2,544 

5,070 

NASDAQ 

MNTL 

5.48 

2.20 

22'/2 

Detroit,  Mich 

3.9 

Dean  E  Richardson 

7,723 

27,268 

NYSE 

MDA 

4.48 

1.65 

42'/2 

Tulsa,  Okla 

5.8 

Willis  H  Thompson  Jr 

hare  data  adjusted  for  stock  splits  and  stock  dividends  through  May  11,  1981 


S,  MAY  11,  1981 


2S1 


I 


m 


Assets 


■Where  they  rank:  1980 
Sales 


Market 
value 


Net 
profits 


Company  (fiscal  year  end) 


Assets 
|  $000) 


Sales 
($000) 


Market  value 
of  common 
($000) 


Net  pro 
[$000 


145 

51 

44 

57 

Marathon  Oil  (Dee)  ' 

5,043,092 

8,179,751 

4,256,674 

379,01 

417 

■ 

■ 

a 

Marine  (Dec) 

1,971,162 

182,888 

44,976 

1  L,J 

34 

305 

■ 

472 

Marine  Midland  Banks  (Dec) 

17,479,565 

1,859,229 

335,108 

55,85 

■ 

332 

320 

400 

Marriott  (Dec) 

1,214,264 

1,718,725 

820,748 

72,03 

■ 

■ 

201 

304 

Marsh  &  McLennan  Companies  (Dec) 

1,062,704 

677,348 

1,261,838 

100,73 

329 

■ 

■ 

a 

Marshall  &  Ilsley  (Dec) 

2,446,225 

249,636 

89,308 

20,0s 

■ 

492 

■ 

a 

Marshall  Field  (|an) 

672,297 

1,012,501 

175,577 

20,6(i 

395 

227 

135 

152 

Martin  Marietta  (Dec) 

2,069,418 

2,619,327 

1,811,849 

188, 1 

177 

■ 

■ 

a 

Maryland  National  (Dec) 

4,062,553 

418,180 

147,334 

30,6)i 

■ 

■ 

362 

383 

Masco  (Dec) 

862,387 

766,440 

747,711 

77,1* 

369 

177 

341 

262 

May  Department  Stores  (Jan) 

2,259,344 

3,172,976 

772,343 

1 1«,91 

■ 

317 

a 

a 

Oscar  Mayer  (Oct) 

609,768 

1,774,269 

256,320 

22,13 

325 

387 

238 

241 

SMCA  (Dec) 

2,477,252 

1,403,747 

1,136,744 

1 25,3? 

203 

171 

165 

337 

'•'McDermott  (Mar) 

3,550,648 

3,282,510 

1,514,212 

88,36 

306 

274 

115 

123 

McDonald's  (Dec) 

2,643,369 

2,184,344 

1,956,776 

220, 89 

185 

71 

126 

207 

McDonnell  Douglas  (Dec) 

3,899,766 

6,066,330 

1,890,865 

144,55 

461 

261 

435 

■ 

McGraw-Edison  (Dec) 

1,783,200 

2,263,612 

587,952 

50,98 

■ 

498 

235 

344 

McGraw-Hill  (Dec) 

785,502 

1,000,146 

1,143,809 

86,35 

■ 

■ 

492 

a 

MCI  Communications  (Mar) 

309,843 

144,345 

489,391 

7,12 

■ 

■ 

447 

■ 

McRae  Consolidated  Oil  &  Gas  (Aug) 

113,459 

145,074 

567,264 

9,54 

449 

218 

388 

233 

Mead  (Dec) 

1,866,644 

2,707,170 

684,372 

128,55 

■ 

■ 

410 

a 

Medtronic  (Apr) 

256,760 

270,366 

638,589 

38,67 

37 

350 

419 

272 

Mellon  National  (Dec) 

16,156,458 

1,594,829 

622,840 

112,45 

■ 

253 

296 

268 

Melville  IDec) 

889,468 

2,332,244 

889,948 

1 14,70 

153 

■ 

■ 

a 

Mercantile  Bancorporation  (Dec) 

4,645,743 

467,050 

156,218 

37,84 

■ 

462 

■ 

a 

Mercantile  Stores  (Jan) 

653,000 

1,108,076 

200,464 

42,44 

128 

■ 

■ 

a 

Mercantile  Texas  (Dec) 

5,460,466 

554,472 

375,158 

47,54 

361 

■ 

■ 

a 

Merchants  National  (Dec) 

2,272,330 

234,810 

61,760 

13,77 

273 

215 

23 

49 

Merck  (Dec) 

2,865,755 

2,734,012 

6,334,385 

415,39 

43 

193 

180 

136 

Merrill  Lynch  (Dec) 

13,245,784 

3,022,473 

1,382,424 

203,3^ 

■ 

■ 

101 

314 

Mesa  Petroleum  (Dec) 

1,426,850 

328,297 

2,133,664 

95,23 

■ 

■ 

390 

361 

MGIC  Investment  (Dec) 

1,085,230 

306,713 

679,597 

82,16 

116 

■ 

a 

■ 

Michigan  National  (Dec) 

5,757,203 

605,155 

165,524 

40,03 

81 

250 

206 

142 

Middle  South  Utilities  (Dec) 

7,334,879 

2,342,228 

1,234,525 

195,90 

216 

■ 

■ 

a 

Midlantic  Banks  (Dec) 

3,403,976 

309,660 

86,438 

28,081 

144 

70 

22 

24 

Minnesota  Mining  &  Manufacturing  (Dec) 

5,045,672 

6,079,540 

6,920,877 

678,02 

297 

267 

157 

177 

Missouri  Pacific  (Dec) 

2,730,161 

2,237,432 

1,592,235 

166,0fi 

■ 

■ 

128 

303 

Mitchell  Energy  &  Development  (Ian) 

1,180,144 

696,044 

1,876,909 

1 00,83 

14 

2 

8 

4 

Mobil  (Dec) 

32,705,000 

59,510,000 

17,167,127 

2,813,(M 

115 

63 

83 

200 

Monsanto  (Dec) 

5,796,400 

6,573,600 

2,482,166 

148,80 

8 

89 

111 

64 

I  P  Morgan  (Dec) 

51,990,646 

5,173,376 

1,996,752 

341,68 

■ 

323 

a 

a 

Morrison-Knudsen  (Dec) 

650,740 

1,743,777 

433,921 

30,61 

388 

184 

92 

153 

Motorola  (Dec) 

2,111,961 

3,098,763 

2,288,915 

1 86,08 

355 

295 

132 

197 

Murphy  Oil  (Dec) 

2,308,329 

1,966,722 

1,865,050 

150,54 

■ 

231 

307 

236 

Nabisco  (Dec) 

1,423, 162. 

2,568,685 

859,854 

127,76] 

 i 

a 

■ 

261 

398 

Nalco  Chemical  (Dec) 

416,223 

616,709 

1,034,741 

72,  M 

■ 

356 

a 

479 

National  Can  (Dec) 

816,050 

1,550,950 

200,205 

55.01 

424 

a 

a 

a 

National  Central  Financial  (Dec) 

1,937,496 

199,892 

65,526 

16,97 

127 

■ 

a 

a 

National  City  (Dec) 

5,490,181 

522,527 

266,152 

46,79 

482 

333 

309 

295 

National  Distillers  &  Chemical  (Dec) 

1,678,487 

1,709,821 

850,216 

103,3« 

Not  on  500  list. 


5Figures  include  unconsolidated  subsidiaries. 

l9Foriiierl\  I  Rav  McDermott. 
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 Share 

data:  1980  

Earnings 

v^asn 

Shares 

before 

Market 

Number  of 

flow 

outstanding  Where 

Ticker 

extraordinary 

price 

Corporate 

employees 

HI 

1  ($000) 

(000| 

traded 

symbol 

items 

Dividends 

(Dec.  31] 

headquarters 

(000) 

Chief  executive 

800,785 

OU,  1  Oo 

MVCP 
In  i  or: 

MRO 

6.27 

1.95 

70% 

Findlay,  Ohio 

15.2 

Harold  D  Hoopman 

19,262 

I  a  i  a. 

L  .Of  ft 

MCRP 

6.13 

1.74 

24 

Milwaukee,  Wise 

2.1 

George  R  Slater 

■ 

136,275 

19,149 

NYSE 

MM 

'  3.47 

0.85 

17% 

Buffalo,  NY 

10.2 

Edward  W  Duffy 

150,292 

25,061 

NYSE 

MHS 

2.61 

0.20 

32% 

Bethesda,  Md 

66.5 

J  Willard  Marriott  Jr 

00,j 

103,205 

36,708 

NYSE 

MMC 

3.12 

1.80 

34% 

New  York,  NY 

14.6 

John  M  Regan  Jr 

S 

28,850 

ma  t;n  a  o 

MRIS 

4.62 

1.59 

20% 

Milwaukee,  Wise 

2.5 

John  A  Puelicher 

S 

43,912 

10  641 

NYSE 

MF 

1.93 

1.24 

16'/2 

Chicago,  111 

18.8 

Angelo  R  Arena 

8! 

321,634 

24,948 

NYSE 

ML 

7.55 

2.32 

72% 

Bethesda,  Md 

34.7 

J  Donald  Rauth 

!i„ 

;  39,766 

7,187 

NASDAQ 

MDNT 

4.28 

0.94 

20'/2 

Baltimore,  Md 

4.6 

Robert  D  H  Harvey 

1) 

102,411 

24,616 

NYSE 

MAS 

3.03 

0.64 

30% 

Taylor,  Mich 

.  9.4 

Richard  A  Manoogian 

£74,591 

IN  I 

MA 

4.01 

1.51 

26V2 

St  Louis,  Mo 

66.0 

David  C  Farrell 

53,642 

IN  I  j£* 

OMC 

1.38 

1.10 

16 

Madison,  Wise 

17.0 

Jerry  M  Hiegel 

: 

307,241 

23,744 

NYSE 

MCA 

5.31 

1.50 

47% 

Universal  City,  Cal 

18.0 

Lew  R  Wasserman 

Uy 

£72,960 

36,932 

NYSE 

MDE 

1.77 

1.35 

41 

New  Orleans,  La 

58.0 

James  E  Cunningham 

377,172 

40,139 

NYSE 

MCD 

5.49 

0.74 

48% 

Oak  Brook,  111 

117.0 

Fred  L  Turner 

14 

£51,500 

38  296 

NYSE 

MD 

3.65 

0.86 

49% 

St  Louis,  Mo 

82.6 

Sanford  N  McDonnell 

iD 

A  08, 700 

1  DjOOZ 

MVCC 
IN  I  JL 

MGR 

3.12 

1.80 

36 

Rolling  Meadows,  111 

35.1 

Edward  J  Williams 

i 

110,594 

24,731 

NYSE 

MHP 

3.48 

1.52 

46% 

New  York,  NY 

14.2 

Harold  W  McGraw  Jr 

■ 

32,472 

36,590 

NASDAQ 

MCIC 

-0.02 

none 

13% 

Washington,  DC 

1.6 

William  G  McGowan 

21,369 

i  4,928 

IN  AbUAlJ 

MCOG 

0.64 

none 

38 

Houston,  Tex 

0.1 

David  Kelley 

!! 

.72,400 

9fs  399 

NYSE 

MEA 

4.84 

1.83 

26 

Dayton,  Ohio 

25.0 

C  Greene  Garner 

1! 

52,129 

15  528 

NYSE 

MDT 

2.52 

0.39 

41'/s 

Minneapolis,  Minn 

4.3 

Dale  R  Olseth 

.63,629 

19,617 

NASDAQ 

MNBT 

5.73 

1.89 

31% 

Pittsburgh,  Pa 

6.9 

J  David  Barnes 

»;i 
7,1 

.69,201 

25,610 

NYSE 

MES 

4.54 

1.60 

34% 

Harrison,  NY 

49.7 

Francis  C  Rooney  Jr 

61,058 

5,895 

MAC  T~\  A  /"  "\ 

NASDAQ 

MTRC 

6.42 

2.40 

26'/2 

St  Louis,  Mo 

3.3 

Donald  E  Lasater 

4! 

65,439 

o,  oyo 

MVC.F 

iM  I  OL 

MST 

7.20 

1.44 

34 

New  York,  NY 

18.0 

Leon  F  Winbigler 

IJ 

65,496 

1  j,VUo 

IN  I  Oil 

MTD 

,  2.99 

0.88 

23% 

Dallas,  Tex 

3.7 

Gene  H  Bishop 

I3,i 

13,627 

2,167 

NASDAQ 

MCHN 

6.35 

1.70 

28'/2 

Indianapolis,  Ind 

1.6 

Otto  N  Frenzel  III 

; 

524,3  70 

74,742 

NYSE 

MRK 

5.54 

2.30 

84% 

Rahway,  Nf 

31.6 

John  J  Horan 

145,664 

37,237 

NYSE 

MER 

5.51 

1.04 

37% 

New  York,  NY 

29.3 

Roger  E  Birk 

': 

[19,628 

JO,OU  1 

IN  I  ot 

MSA 

2.78 

0.11 

63  Vi 

Amarillo,  Tex 

0.7 

Thomas  B  Pickens  Jr 

i! 

46,784 

19  AAA 
zz,  too 

MYCP 
In  I  or. 

MGI 

3.64 

1.12 

30'/4 

Milwaukee,  Wise 

1.5 

Max  H  Karl 

84,333 

9,882 

NASDAQ 

MNCO 

3.98 

1.14 

16% 

Bloomfield  Hills,  Mich 

6.8 

Stanford  C  Stoddard 

: 

91,904 

107,350 

NYSE 

MSU 

2.01 

1.58 

11  '/2 

New  Orleans,  La 

12.0 

Floyd  W  Lewis 

:< 

39,011 

2,766 

NASDAQ 

MIDL 

8.68 

2.36 

31% 

West  Orange,  NJ 

Robert  Van  Buren 

'73,003 

IN  I  JL 

MMM 

5.78 

2.80 

59 

St  Paul,  Minn 

86.9 

Lewis  W  Lehr 

,69,401 

1  Jf  jM 

IN  I  JL 

MIS 

10.70 

3.31 

102'/2 

St  Louis,  Mo 

22.0 

Downing  B  Jenks 

[29,735 

47,895 

ASE 

MND 

2.10 

0.11 

39Vi 

The  Woodlands,  Tex 

3.1 

George  P  Mitchell 

f23,000 

212,596 

NYSE 

MOB 

13.24 

3.45 

80% 

New  York,  NY 

212.8 

Rawleigh  Warner  Jr 

67,500 

36, 1 70 

NYSE 

MTC 

4.10 

3.55 

68% 

St  Louis,  Mo 

62.9 

John  W  Hanley 

56,725 

00,0/  o 

IN  I  oC 

JPM 

8.33 

2.80 

51% 

New  York,  NY 

11.3 

Lewis  T  Preston 

ii 

65,272 

V,  Duo 

MVCP 
In  i  ot 

MRN 

3.50 

0.88 

45% 

Boise,  Ida 

28.2 

William  H  McMurren 

i 

28,769 

31,355 

NYSE 

MOT 

5.96 

1.40 

73 

Schaumburg,  111 

73.9 

Robert  W  Galvin 

22,193 

37,301 

NYSE 

MUR 

4.03 

0.50 

50 

El  Dorado,  Ark 

4.7 

Charles  H  Murphy  Jr 

1 80, 883 
• 

32,295 

NYSE 

NAB 

3.96 

1.62 

26% 

East  Hanover,  NJ 

37.0 

Robert  M  Schaeberle 

86,222 

19,995 

NYSE 

NLC 

3.61 

1.60 

51% 

Oak  Brook,  111 

4.4 

Orell  T  Collins 

90,734 

8,898 

NYSE 

NAC 

5.48 

0.88 

22'/2 

Chicago,  111 

12.3 

Frank  W  Considine 

24,895 

4,519 

NASDAQ 

NCFC 

3.77 

1.48 

14'/2 

Lancaster,  Pa 

1.8 

Wilson  D  McEIhinny 

62,898 

7,828 

NASDAQ 

NCTY 

5.97 

2.75 

34 

Cleveland,  Ohio 

3.4 

Julien  L  McCall 

57,701 

31,933 

NYSE 

DR 

2.96 

2.00 

26% 

New  York,  NY 

14.0 

Drummond  C  Bell 

share  data  adjusted  tor  stock  splits  and  stock  dividends  through  May  11.  1981. 
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Where  they  rank:  1980  

Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net  pro 

Assets 

Sales 

value 

profits 

Company  |fiscal  year  end) 

($000) 

($000) 

($000) 

i$ooq 

■ 

■ 

■ 

448 

National  Gypsum  (Dec)" 

802,982 

834,531 

362,819 

60, 64 

■ 

■ 

342 

■ 

National  Medical  Enterprises  (May) 

596,196 

610,770 

771,228 

29,4^ 

■ 

■ 

299 

■ 

National  Semiconductor  (May) 

561,355 

980,363 

883,367 

52,d 

211 

149 

■ 

356 

National  Steel  (Dec) 

3,446,674 

3,706,658 

471,546 

83,7^ 

■ 

434 

■ 

■ 

National  Tea  (Dec) 

270,901 

1,219,304 

48,750 

8,63 

278 

■ 

■ 

■ 

Nationwide  (Dec) 

2,831,923 

651,012 

205,620 

36,1 

458 

410 

125 

132 

Natomas  IDec) 

1,798,123 

1,315,645 

1,902,364 

208,37 

57 

488 

■ 

391 

2"NBD  Bancorp  IDec) 

10,868,976 

1,023,493 

300,370 

74,3i 

84 

■ 

■ 

■ 

NCNB  (Dec) 

7,175,572 

741,908 

260,024 

47,Sl 

218 

168 

110 

101 

NCR  (Dec) 

3,366,455 

3,322,370 

1,998,300 

254,68 

385 

468 

■ 

384 

New  England  Electric  System  (Dec) 

2,119,796 

1,090,101 

455,091 

76,3<l 

272 

■ 

■ 

■ 

New  England  Merchants  (Dec) 

2,889,656 

353,305 

88,493 

22,03 

447 

■ 

■ 

338 

New  York  State  Electric  &  Gas  (Dec) 

1,871,981 

645,314 

434,499 

88,20 

■ 

■ 

218 

140 

Newmont  Mining  (Dec) 

1,447,170 

881,598 

1,201,095 

197,37 

191 

316 

314 

182 

Niagara  Mohawk  Power  (Dec) 

3,808,819 

1,777,115 

836,945 

162,63 

404 
465 
160 
■ 

267 


325 
281 


353 


329  302  NICOR(Dec)  2,034,693  1,740,432  797,563  101,39 

80  175  NL  Industries  (Dec)  1,774,053  2,117,552  2,530,609  167  67 

317  229  NLT  (Dec)  4,414,170  748,185  822,866  132,9 

223  ■  Noble  Affiliates  IDec)  445,110  271,196  1,188,466  49,18: 

195  111  Norfolk  &  Western  Railway  System  (Dec)  2,921,862  1,576,273  1,307,668  232,4 


■ 

223 

484 

389 

North  American  Philips  (Dec) 

1,517,905 

2,658,431 

501,801 

195 

405 

459 

336 

Northeast  Utilities  IDec) 

3,627,742 

1,324,545 

545,696 

431 

■ 

■ 

■ 

Northern  California  Savings  &  Loan  (Dec) 

1,912,394 

189,925 

72,320 

320 

397 

■ 

399 

Northern  Indiana  Public  Service  (Dec) 

2,539,015 

1,366,525 

472,961 

295 

451 

412 

277 

Northern  States  Power  (Dec) 

2,735,267 

1,159,052 

630,68 1 

112 

■ 

■ 

■ 

Northern  Trust  (Dec) 

5,848,532 

615,522 

159,600 

■ 

345 

306 

347 

Northrop  (Dec) 

1,233,700 

1,655,400 

863,577 

■ 

347 

473 

■ 

Northwest  Airlines  (Dec) 

1,532,539 

1,639,330 

514,116 

39 

370 

360 

271 

Northwest  Bancorporation  (Dec) 

14,394,930 

1,477,705 

748,642 

■ 

406 

476 

488 

Northwest  Energy  (Dec) 

1,072,101 

1,323,432 

510,765 

74,4 

88, 
3, 

72,2 
111,281 


31,24 
86, 1C 
7,08 
1  13,49 
54,0* 


362 

207 

237 

191 

Northwest  Industries  (Dec) 

2,271,700 

2,876,400 

1,137,150 

155,4(1 

459 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

1,789,618 

193,168 

55,190 

14,141 

■ 

417 

270 

342 

Norton  (Dec) 

953,356 

1,281,798 

988,500 

86,68 

313 

199 

375 

242 

Norton  Simon  (June) 

2,620,218 

2,959,063 

718,484 

124,73 

92 

27 

71 

23 

Occidental  Petroleum  (Dec) 

6,629,889 

12,476,125 

2,761,898 

710,78 

— y 

■ 

273 

■ 

459 

Ogden  (Dec) 

1,340,202 

2,187,336 

378,589 

58,24 

■ 

■ 

■ 

412 

Ohio  Casualty  (Dec) 

1,387,023 

852,656 

391,280 

69,58 

181 

472 

324 

225 

Ohio  Edison  (Dec) 

3,979,965 

1,080,869 

813,746 

135,15] 

468 

■ 

■ 

433 

Oklahoma  Gas  &  Electric  IDec) 

1,752,935 

709,108 

399,751 

65,25 

421 

■ 

■ 

■ 

Old  Kent  Financial  (Dec) 

1,951,038 

196,415 

93,744 

20,2B 

475 

■ 

■ 

■ 

Old  Stone  (Dec) 

1,734,011 

159,699 

35,640 

ll,20j 

■ 

308 

a 

■ 

Olin  (Dec) 

1,550,128 

1,852853 

480,700 

33,93] 

■ 

■ 

371 

373 

Overseas  Shipholding  Group  (Dec) 

1,067,901 

298,543 

729,274 

79,0fj 

■ 

259 

321 

486 

Owens-Corning  Fiberglas  (Dec) 

1,533,830 

2,285,067 

819,299 

54,3a] 

251 

139 

368 

199 

Owens-Illinois  (Dec) 

3,066,014 

3,905,741 

738,251 

149,31 

n 

342 

440 

365 

PACCAR  IDec) 

772,588 

1,673,708 

583,334 

S  1,08) 

50 

86 

77 

37 

Pacific  Gas  &  Electric  (Dec) 

1 1,295,203 

5,258,899 

2,538,905 

524,7fl 

304 

166 

451 

282 

Pacific  Lighting  (Dec) 

2,661,672 

3,328,150 

558,998 

107,03] 

■ 

■ 

364 

■ 

Pacific  Lumber  (Dec) 

262,694 

289,526 

745,817 

42,0a 

201 

■ 

275 

227 

Pacific  Power  &  Light  (Dec) 

3,559,071 

975,433 

970,271 

1  R86j 

Not  on  500  list 


^"Formerly  National  Detrou 
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Share  data:  1980- 


Cash 
flow 

iSni  id 

Shares 
outstanding 
(0001 

Where 
traded 

Ticker 
symbol 

before 
extraordinary 
items 

Dividends 

Market 
price 
(Dec.  31) 

Corporate 
headquarters 

Number  of 
employees 
(000) 

Chief  executive 

97,408 

16,586 

NYSE 

NG 

3.66 

1.48 

21% 

Dallas  Tex 

13.5 

Robert  E  Scifres 

53,679 

20,844 

NYSE 

NME 

1.83 

0.50 

37 

Los  Angeles,  Cal 

18.1 

Richard  K  Earner 

120,894 

21,947 

NYSE 

NSM 

2.58 

none 

40 Va 

Santa  Clara,  Cal 

40.3 

Charles  E  Sporck 

104,994 

18,768 

NYSE 

NS 

4.42 

2.35 

25 '/a 

Pittsburgh,  Pa 

33.9 

Howard  1VI  Love 

34,344 

10,000 

NYSE 

NTY 

0.87 

none 

4% 

Rosemont,  111 

12.0 

Valdyn  W  Schulz 

1258,455 

10,281 

NASDAQ 

NWDCA 

.  '3.51 

0.66 

20 

Columbus,  Ohio 

1.8 

Dean  W  Jeffers 

^74,657 

51,765 

NYSE 

NOM 

4.02 

0.86 

36% 

San  Francisco,  Cal 

4.5 

Dorman  L  Commons 

106,217 

12,260 

NYSE 

NBD 

6.08 

2.00 

24l/i 

Detroit,  Mich 

6.5 

Robert  M  Surdam 

74,405 

19,261 

NYSE 

NCB 

2.60 

0.76 

13'/2 

Charlotte,  NC 

4.8 

Thomas  I  Stons 

526,939 

•  26,644 

NYSE 

NCR 

9.51 

1.90 

75 

Dayton,  Ohio 

"  68.0 

William  S  Anderson 

Earnings 


2.36 

20% 

Westborough,  Mass 

5.5 

Guy  W  Nichols 

1.76 

28  Vi 

Boston,  Mass 

2.5 

Roderick  M  MacDougall 

1.82 

14% 

Binghamton,  NY 

4.3 

Charles  F  Kennedy 

2.03 

46  Vi 

New  York,  NY 

12.4 

Plato  Malozemoff 

1.50 

11% 

Syracuse,  NY 

9.7 

John  G  Haehl  Jr 

122,720 
38,134 
jl28,702 
231,652 
"  §265, 757 


22,065  NYSE 

3,105  NASDAQ 

29,210  NYSE 

25,830  NYSE 

75,231  NYSE 


NES 
NEBK 
NGE 
NEM 
NMK 


3.50 
6.85 
2.70 
7.64 
1.87 


'.39, 1 1  5 
£28,064 
.89,901 
14,830 
!j  126,471 


20,385 
33,134 
34,647 
22,111 
32,090 


NYSE 
NYSE 
NYSE 
NYSE 
NYSE 


GAS 
NL 
NLT 
NBL 
NFK 


5.00 
4.94 
3.84 
2.28 
7.36 


2.64 
1.30 
1.32 
0.15 
2.20 


39 '/8 
76% 
2354 
53% 
40% 


Naperville,  111 
New  York,  NY 
Nashville,  Tenn 
Ardmore,  Okla 
Roanoke,  Va 


4.7 
22.7 
13.8 

1.8 
23.1 


Clarence  J  Gauthier 
Ray  C  Adam 
Russell  L  Wagner 
Roy  Butler 
John  P  Fishwick 


27,132 

13,162 

NYSE 

NPH 

5.70 

1.70 

38 '/s 

New  York,  NY 

43.2 

Pieter  C  Vink 

,27,537 

68,212 

NYSE 

NU 

1.31 

1  10 

8 

Berlin,  Conn 

7.6 

Lelan  F  Sillin  Jr 

6,889 

5,120 

NYSE 

NCX 

0.71 

0.70 

14'/8 

Palo  Alto,  Cal 

0.7 

Firmin  A  Gryp 

71,773 

41,127 

NYSE 

NI 

1.47 

1.50 

11  Vi 

Hammond,  Ind 

6.2 

Edmund  A  Schroer 

178,617 

29,334 

NYSE 

NSP 

3.23 

2.35 

2.1  Vi 

Minneapolis,  Minn 

7.2 

Donald  W  McCarthy 

39,909 

4,800 

NASDAQ 

NTRS 

6.51 

2.26 

33  Va 

Chicago,  111 

3.7 

Philip  W  K  Sweet  Jr 

98,200 

14,274 

NYSE 

NOC 

6.04 

1.80 

60Vz 

Los  Angeles,  Cal 

29.5 

Thomas  V  Jones 

77,934 

21,647 

NYSE 

NWA. 

0.33 

0.80 

23% 

St  Paul,  Minn 

12.7 

M  Joseph  Lapensky 

65,776 

25,927 

NYSE 

NOB 

4.39 

1.44 

28% 

Minneapolis,  Minn 

12.0 

Chester  C  Lind 

07,432 

16,024 

NYSE 

NWP 

3.23 

0.95 

31% 

Salt  Lake  City,  Utah 

1.5 

John  G  McMillian 

,68,100 

29,925 

NYSE 

NWT 

5.03 

2.17 

38 

Chicago,  111 

44.0 

Ben  W  Heineman 

30,180 

4,697 

NASDAQ 

NWFN 

2.75 

0.58 

ll!/4 

Wilkesboro,  NC 

3.0 

Ben  T  Craig 

30,723 

16,475 

NYSE 

NRT 

5.25 

1.65 

60 

Worcester,  Mass 

25.3 

Donald  R  Melville 

80,248 

45,983 

NYSE 

NSI 

2.57 

1.05 

155/8 

New  York,  NY 

38.0 

David  J  Mahoney 

64,391 

79,766 

NYSE 

OXY 

8.82 

1.75 

34% 

Los  Angeles,  Cal 

34.7 

Armand  Hammer 

09,266 

12,262 

NYSE 

OG 

4.56 

1.40 

30% 

New  York,  NY 

30.5 

Ralph  E  Ablon 

'48,418 

11,680 

NASDAQ 

OCAS 

5.96 

1.76 

33  Vi 

Hamilton,  Ohio 

5.4 

John  G  Sloneker 

72,703 

68,526 

NYSE 

OEC 

1.52 

1.76 

11% 

Akron,  Ohio 

7.4 

Justin  T  Rogers  Jr 

29,490 

31,353 

NYSE 

OGE 

1.73 

1.60 

12% 

Oklahoma  City,  Okla 

3.5 

James  G  Harlow  Jr 

28,604 

7,075 

NASDAQ 

OKEN 

2.88 

0.96 

13  Va 

Grand  Rapids,  Mich 

2.0 

Richard  M  Gillett 

16,033 

1,980 

NASDAQ 

OSTN 

5.60 

1.92 

18 

Providence,  RI 

1.0 

Theodore  W  Barnes 

;i.9s.-i 

24,035 

NYSE 

OLN 

1.41 

1.03 

20 

Stamford,  Conn 

21.0 

John  M  Henske 

11,759 

17,210 

NYSE 

OSG 

4.59 

0.46 

42% 

New  York,  NY 

2.3 

Morton  P  Hyman 

51,001 

30,628 

NYSE 

OCF 

1.78 

1.20 

26% 

Toledo,  Ohio 

24.0 

William  W  Boeschenstein 

70,577 

28,951 

NYSE 

OI 

5.09 

1.40 

25  Vi 

Toledo,  Ohio 

61.4 

Edwin  D  Dodd 

53,924 

8,245 

NASDAQ 

PCAR 

9.83 

3.85 

70% 

Bellevue,  Wash 

12.5 

Charles  M  Pigott 

14,885 

123,849 

NYSE 

PCG 

3.60 

2.56 

20% 

San  Francisco,  Cal 

27.6 

Frederick  W  Mielke  Jr 

79,706 

25,409 

NYSE 

PLT 

4.04 

2.29 

22 

Los  Angeles,  Cal 

9.4 

Paul  A  Miller 

51,419 

24,156 

NYSE 

PL 

1.74 

1.20 

30% 

San  Francisco,  Cal 

4.0 

Robert  B  Hoover 

,4  231 

45,930 

NYSE 

PPW 

2.53 

2.04 

21% 

Portland,  Ore 

8.0 

Don  C  Frisbee 

.hare  data  adjusted  U>;  stock  spins  and  stock  dividends  through  Ma\  1 1,  1981 

S,  MAY  1 1;  1981 
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Where  they  rank:  1980- 


M.irket  value 


Market 

Net 

Assets 

Sales 

( it  <_t immon 

Net  pro 

Assets 

Sales 

value 

profit 

s                        Company  (tiseal  year  end) 

($000) 

($000) 

($000) 

|$00( 

204 

■ 

■ 

■ 

Paine  Webber  (Sept) 

3,500,335 

895,666 

173,670 

-6,8! 

■ 

■ 

469 

■ 

Pall  ()uly) 

132,530 

140,803 

522,600 

i8,8; 

219 

134 

» 

369 

Pan  American  World  Airways  (Dec) 

3,365,588 

4,016,060 

302,562 

80,21 

235 

241 

143 

157 

Panhandle  Eastern  Pipe  Line  (Dec) 

3,228,455 

2,472,235 

1,699,327 

183,71 

■ 

■ 

269 

■ 

Parker  Drilling  (Aug) 

465, 101 

383,080 

993,016 

39,7! 

■ 

489 

493 

471 

Parker-Hannifin  (June) 

653,693 

1,022,576 

489,093 

55,9 

■ 

■ 

471 

■ 

Parsons  (Dec) 

287,685 

773,135 

516,715 

26,7! 

a 

■ 

495 

■ 

Peabody  International  (Sept) 

449,513 

683,862 

487,665 

17,51 

298 

293 

323 

319 

Penn  Central  (Dec) 

2,726,900 

2,013,700 

815,643 

93,6 

363 

■ 

■ 

■ 

PennCorp  Financial  (Dec) 

2,267,876 

479,044 

133,715 

21,6( 

1 10 

30 

147 

1  10 

I  C  Penney  (|an) 

5,863,000 

1 1,353,000 

1,646,410 

233,(H 

166 

■ 

332 

164 

Pennsylvania  Power  &  Light  (Dec) 

4,300,080 

885,451 

791,047 

179,7< 

■ 

442 

■ 

■ 

Pennwalt  (Dec) 

830,045 

1,188,702 

249,426 

43,2 

317 

240 

75 

74 

Pennzoil  (Dec) 

2,591,582 

2,483,015 

2,592,902 

308,5 

229 

196 

169 

220 

Peoples  Energy  (Sept) 

3,288,074 

3,016,237 

1,462,556 

137,5< 

214 

72 

82 

78 

PepsiCo  (Dec) 

3,417,538 

5,975,220 

2,487,298 

291,7: 

■ 

■ 

170 

418 

Perkin-EImer  ()uly) 

741,223 

996, 1 49 

1,461,794 

68,2' 

■ 

■ 

442 

■ 

Petro-Lewis  (June) 

304,578 

1 1 1,087 

581,364 

22,2: 

■ 

380 

188 

392 

Petrolane  (Sept) 

707,079 

1,425,416 

1,343,874 

74,0( 

a 

■ 

474 

■ 

Petrolite  (Oct) 

175,544 

253,841 

512,066 

24,81 

220 

192 

50 

100 

Pfizer  (Dec) 

3,363,669 

3,029,280 

3,930,645 

254,7! 

387 

376 

336 

328 

Phelps  Dodge  (Dec) 

2,1 12,104 

1,440,137 

785,648 

91,31 

120 

279 

229 

1 15 

Philadelphia  Electric  (Dec) 

5,702,549 

2,123,394 

l,i57,913 

227, 1 

103 

■ 

■ 

■ 

Philadelphia  National  (Dec) 

6,209,688 

658,633 

192,920 

40,  n 

■ 

■ 

489 

■ 

Philadelphia  Suburban  (Dec) 

424,470 

337,962 

493,192 

35, 9i 

77 

58 

30 

32 

Philip  Morris  (Dec) 

7,366,400 

7,328,300 

5,397,600 

576,81 

61 

22 

16 

14 

Phillips  Petroleum  (Dec) 

9,844,382 

13,376,563 

8,940,575 

1,069,61 

415 

191 

357 

287 

Pillsbury  (May) 

1,983,700 

3,032,000 

751,988 

1 04, 7(j 

■ 

■ 

245 

329 

Pioneer  (Dec) 

703,290 

91 1,989 

1,105,842 

90,55 

■ 

■ 

414 

465 

Pioneer  Hi-Bred  International  (Aug) 

343,154 

405,884 

629,907 

57,24 

■ 

427 

481 

•  387 

Pitney  Bowes  (Dec) 

1,094,402 

1,257,294 

504,492 

75, 13 

102 

■ 

■ 

■ 

Pittsburgh  National  (Dec) 

6,224,959 

631,555 

275,722 

48,1  J 

■ 

291 

277 

381 

Pittston  (Dec) 

1,345,751 

2,051,61 1 

964,665 

77,4l| 

■ 

■ 

^304 

489 

Pogo  Producing  (Dec) 

553,418 

220,394 

875,315 

54,03 

■ 

375 

319 

350 

Polaroid  (Dec) 

1,394,567 

1,450,785 

821,375 

85,43 

399 

■ 

■ 

346 

Portland  General  Electric  (Dec) 

2,061,683 

490,237 

419,209 

86, 20 

■ 

■ 

443 

■ 

Potlatch  (Dec) 

1,021,644 

819,593 

574,933 

49, 4( 

338 

■ 

466 

292 

Potomac  Electric  Power  (Dec) 

2,396,855 

856,058 

530,603 

104,0f 

280 

178 

183 

131 

PPG  Industries  IDec) 

2,825,900 

3,158,400 

1,360,480 

209, 2C 

■ 

■ 

215 

■ 

Prime  Computer  (Dec) 

233,094 

267,637 

1,206,233 

M,21 

95 

32 

29 

29 

Procter  &  Gamble  (June) 

6,553,359 

10,772,186 

5,696,651 

642,83 

348 

■ 

■ 

429 

Provident  Life  &  Accident  (Dec) 

2,345,836 

972,688 

442,980 

66,65 

291 

■ 

■ 

■ 

Provident  National  (Dec) 

2,751,615 

295,371 

131,595 

29,05 

452 

444 

354 

Public  Service  Co  of  Colorado  (Dec) 

2,216,370 

1,155,644 

569,858 

85,03 

284 

■ 

378 

247 

Public  Service  Company  of  Indiana  (Dec) 

2,808,877- 

645,688 

700, 1 78 

122,61 

• 

■ 

■ 

451 

Public  Service  Co  of  New  Hampshire  (Dec) 

1,254,228 

351,247 

261,683 

59. 8<! 

a 

■ 

■ 

405Public  Service  Company  of  New  Mexico  (Dec) 

1,458,412 

280,516 

322,518 

71,4J 

91 

197 

198 

92 

Public  Service  Electric  &  Gas  (Dec) 

6, 724,860 

2,994,054 

1,302,455 

275,4( 

■ 

242 

424 

310 

Quaker  Oats  ((une) 

1,334,200 

2,405,200 

613,599 

96.4C 

138 

■ 

■ 

■ 

Rainier  Bancorporation  (Dec) 

5,221,638 

569,384 

236,769 

38,85 

Not  on  500  list 
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IS 


-Share  data:  1980- 


i 

Cash 
1$000) 

Shares 

(Hit lniiini' 

(000) 

Where 
traded 

Ticker 
symbol 

Earnings 
be  to  re 

I'YTr  inrn  in  1  rv 

LA.HtlWlUllli.il  y 

items 

Dividends 

Market 
(Dec.  31) 

Corporate 
headquarters 

Number  ot 
employees 
(000) 

Chief  executive 

-6,919 

7,676 

NYSE 

PWJ 

-1.32 

0.44 

22% 

New  York,  NY 

7.9 

Donald  B  Marron 

• 

25,926 

13,400 

ASE 

PLL 

1.42 

0.29 

39 

Glen  Cove,  NY 

3.0 

Abraham  Krasnoff 

• 

14,345 

71,191 

NYSE 

PN 

1.13 

none 

4 'A 

New  York,  NY 

48.6 

William  T  Seawell 

: 

41,952 

37,868 

NYSE 

PEL 

4.86 

1.74 

44% 

Houston,  Tex 

6.8 

Richard  L  O'Shields 

,89,368 

28,576 

NYSE 

PKD 

1.54 

0.12 

34% 

Tulsa,  Okla 

6.0 

Robert  L  Parker 

|83,743 

15,049 

NYSE 

PH 

3.80 

1.26 

32'/2 

Cleveland,  Ohio 

20.6 

Patrick  S  Parker 

> 

31,152 

12,158 

ASE 

RMP 

2.21 

0.83 

42  Vi 

Pasadena,  Cal 

8.6 

William  E  Leonhard 

30,040 

10,837 

NYSE 

PBD 

1.66 

0.32 

45 

Stamford,  Conn 

9.7 

John  E  McConnaughy  Jr 

61,600 

21,324 

NYSE 

PC 

2.72 

none 

3  8 'A 

New  York,  NY 

33.2 

Richard  Dicker 

11 

,77,672 

•18,767 

NYSE 

PCF 

1.12 

0.16 

7'/h 

Santa  Monica,  Cal 

2.9 

^'Stanley  Beyer 

;, 

84,000 

70,060 

NYSE 

JCP 

3.33 

1.82 

23  Vz 

New  York,  NY 

194.0 

Donald  V  Seibert 

! 

13,775 

50,627 

NYSE 

PPL 

2.64 

2.10 

15% 

Allentown,  Pa 

7.6 

Robert  K  Campbell 

1 

,89,505 

8,948 

NYSE 

PSM 

4.20 

2.20' 

27% 

Philadelphia,  Pa 

13.0 

Edwin  E  Tuttle 

• 

18,173 

51,472 

NYSE 

PZL 

5.90 

2.00 

50% 

Houston,  Tex 

10.2 

(  Hugh  Liedtke 

40,146 

28,890 

NYSE 

PGL 

5.01 

3.00 

50% 

Chicago,  111 

8.3 

Orval  C  Davis 

92,607 

91,277 

NYSE 

PEP 

3.20 

1.26 

2  7 'A 

Purchase,  NY 

111.0 

Donald  M  Kendall 

93,205 

42,066 

NYSE 

PKN 

1.67 

0.36 

34% 

Norwalk,  Conn 

14.6 

Robert  H  Sorensen 

■ 

|66,064 

18,456 

ASE 

PTL 

1.09 

none 

31  Vz 

Denver,  Colo 

1.2 

Jerome  A  Lewis 

129,781 

25,906 

NYSE 

PTO 

2.93 

0.70 

51% 

Long  Beach,  Cal 

14.9 

Rudolph  J  Munzer 

■■. 

34,996 

11,874 

NASDAQ 

PLIT 

2.10 

0.60 

43 'A 

St.  Louis,  Mo 

1.9 

Ellis  L  Brown 

. 

52,560 

73,470 

NYSE 

PFE 

3.48 

1.44 

53  Vi 

New  York,  NY 

41.1 

Edmund  T  Pratt  Jr 

62,853 

20,881 

NYSE 

PD 

4.20 

1.55 

37% 

New  York,  NY 

15.1 

George  B  Munroe 

23,016 

92,633 

NYSE 

PE 

2.00 

1.80 

12'/2 

Philadelphia,  Pa 

9.6 

James  L  Everett 

- 

61,882 

5,824 

NASDAQ 

PHNA 

6.89 

2.64 

33 'A 

Philadelphia,  Pa 

5.0 

G  Morris  Dorrance  Jr 

53,633 

8,807 

NYSE 

PSC 

4.05 

1.21 

56 

Radnor,  Pa 

3.6 

James  M  Ballengee 

124,800 
152,180 
20,053 
37,328 
15,947 


NYSE 
NYSE 
NYSE 
NYSE 
NASDAQ 


MO 
P 

PSY 
PNA 
PHYB 


4.63 
7.01 
5.22 
2.44 
3.59 


1.51 
1.80 
1.79 
0.75 
0.90 


43  'A 
58% 
37'/2 
29% 
39  Vz 


New  York,  NY 
Bartlesville,  Okla 
Minneapolis,  Minn 
Amanllo,  Tex 
Des  Moines,  Iowa 


72.0 
32.4 
59.5 
3.0 
2.1 


George  Weissman 
William  C  Douce 
William  H  Spoor 
K  Bert  Watson 
Thomas  N  Urban 


53,103 
70,125 
(79,307 
8,925 
48,165 


14,838 
6,196 
37,830 
24,920 
32,855 


NYSE 
NASDAQ 
NYSE 
-NYSE 
NYSE 


PBI 
PITS 
PCO 

PPP 
PRD 


4.31 
7.77 
2.06 
2.13 
2.60 


1.45 
2.75 
1.20 
0.44 
1.00 


34 
44  Vz 

25  Vz 
35% 
25 


Stamford,  Conn 
Pittsburgh,  Pa 
Greenwich,  Conn 
Houston,  Tex 
Cambridge,  Mass 


26.1  Fred  T  Allen 

3.5  Merle  E  Gilliand 

15.8  Nicholas  T  Camicia 

0.2  William  C  Liedtke  Jr 

18.0  William  J  McCune  Jr 


7,912 
37,161 
50,077 
8,500 
47.8S7 


36,061 
15,230 
42,877 
33,386 
29,242 


NYSE 
NYSE 
NYSE 
NYSE 
NYSE 


PGN 
PCH 

POM 
PPG 

PRM 


2.03 
3.25 
2.10 
6.34 
1.07 


1,70 
1.34 
1.46 
2.12 
none 


11% 
37% 
12% 
40% 
41 'A 


Portland,  Ore 
San  Francisco,  Cal 
Washington,  DC 
Pittsburgh,  Pa 
Natick,  Ma 


3.0 
10.2 

5.3 
37.3 
3.3 


Robert  H  Short 
Richard  B  Madden 
W  Reid  Thompson 
L  Stanton  Williams 
Kenneth  G  Fisher 


13,013 
)5,337 
12,551 
51,897 
15,560 


82,710 
9,844 
4,245 
39,990 
33,948 


NYSE 
NASDAQ 
NASDAQ 
NYSE 
NYSE 


PG 
PACC 
PROV 
PSR 
PIN 


7.78 
6.77 
6.81 
1.92 
3.21 


3.60 

68% 

Cincinnati,  Ohio 

60.7 

John  G  Smale 

1.78 

45 

Chattanooga,  Tenn 

3.6 

H  Carey  Hanlin 

2.33 

31 

Philadelphia,  Pa 

2.3 

Roger  S  Hillas 

1.60 

14 'A 

Denver,  Colo 

6.2 

Richard  F  Walker 

2.44 

20% 

Plainlield,  Ind 

4.7 

Hugh  A  Barker 

50,726 

18,204 

NYSE 

PNH 

2.77 

2.12 

14% 

Manchester,  NH 

1.8 

William  C  Tallman 

12,555 

16,330 

NYSE 

PNM 

3.36 

2.04 

19% 

Albuquerque,  NM 

2,5 

Jerry  D  Geist 

13,522 

76,615 

NYSE 

PEG 

3.13 

2.29 

17 

Newark,  N| 

12.8 

Robert  I  Smith 

5 1,000 

20,118 

NYSE 

OAT 

4.55 

1.45 

30'/2 

Chicago,  III 

31.0 

Robert  D  Stuart  Jr 

57,906 

9,377 

NASDAQ 

RBAN 

4.15 

1.24 

25 'A 

Seattle,  Wash 

5.6 

G  Robert  Truex  Jr 

hare  data  adjusted  tor  stock  splits  and  stock  dividends  through  Ma\  11,  19H1 
like  jointly  held  with  Burton  Dorman. 
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When  all  is  said  and  done, 
service  makes  the  difference 


At  Joy,  we're  continually  working  to  design  and  manufacture 
machinery  and  equipment  that  is  unsurpassed  for  quality  and 
reliability.  But  even  the  finest  equipment  requires  regular 
service  if  it's  to  work  at  peak  efficiency.  We  have  the 
experienced  service  people  who  aren't  afraid  to  get  their 
hands  dirty.  To  us,  service  really  does  make  the  difference. 


JOY 

MANUFACTURING 
COMPANY 


MANUFACTURERS  OF  MACHINERY  AND 
EQUIPMENT  FOR  THE  ENERGY  INDUSTRIES 

COAL  MINING,  MINERAL  MINING,  URANIUM 
EXTRACTION,  AIR  HANDLING,  OIL  AND  GAS 


OLIVER  BLDG.  PITTSBURGH,  PA  15222 


WELL  DRILLING,  POLLUTION  CONTROL 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


April  3, 1981 

MCI 

$125,000,000 

MCI  Communications  Corporation 

14V&%  Subordinated  Debentures  due  April  1,  2001 

Interest  payable  April  1  and  October  1 

Price  84.71% 

(Plus  accrued  interest  from  April  1,  1981 ) 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the  undersigned 
and  the  other  several  underwriters  as  may  lawfully  offer  the  securities  in  such  State. 

Shearson  Loeb  Rhoades  Inc.  Drexel  Burnham  Lambert 

Incorporated 

Bear,  Stearns  &  Co.  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Lehman  Brothers  Kuhn  Loeb 

Incorporated  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 

Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc. 

Incorporated  A.  G.  Becker 

Dean  Witter  Reynolds  Inc.  Sanford  C.  Bernstein  &  Co.,  Inc.  Hambrecht  &  Quist 

ABD  Securities  Corporation  Advest,  Inc.  Arnhold  and  S.  Bleichroeder,  Inc. 

Basle  Securities  Corporation  Alex.  Brown  &  Sons  Daiwa  Securities  America  Inc. 

F.  Eberstadt  &  Co.,  Inc.  A.  G.  Edwards  &  Sons,  Inc.  EuroPartners  Securities  Corporation 
Ladenburg,  Thalmann  &  Co.  Inc.  Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 
New  Court  Securities  Corporation  The  Nikko  Securities  Co. 

International.  Inc. 

Nomura  Securities  International,  Inc.  Oppenheimer  &  Co.,  Inc. 

Win.  E.  Pollock  &  Co.,  Inc.  Thomson  McKinnon  Securities  Inc. 

Tucker,  Anthony  &  R.  L.  Day,  Inc.  Yamaichi  International  (America),  Inc. 


THE  DIMENSIONS  OF  AMERICAN  BUSINESS 


■Where  they  rank:  1980 


Market  value 


Market 

Net 

Assets 

Sales 

of  common 

Net  p; 

Assets 

Sales 

value 

profits 

Company  |tiseal  year  end] 

($000) 

($000) 

($000) 

($1 

370 

101 

239 

181 

Ralston  Purina  ^Nept) 

o  oaa  ^nn 

Z,Z40,  M  n  > 

A  kwA  IW1 

1,  i  oo,o  f  o 

1  A  I 
1  OO, 

■ 

■ 

402 

■ 

Rjychcm  (June) 

ah  3  uno 

4UO,  VUV 

AA0  377 

ACA  T  30 
OOO,  ZoZ 

I A 

263 

98 

39 

84 

Raytheon  (Dec) 

1  GO  k  t%  3^ 

Z,VZof  OOO 

c  nnO  flww 

A  ^  W  ^  1  3M 
4,ooo,  1  ow 

")  W3 
ZoZ, 

85 

53 

94 

71 

RCA  IDec) 

7,146,300 

8,01 1,300 

2,209,323 

515; 

■ 

■ 

274 

401 

Reading  &  Bates  (Dec) 

714,875 

407,447 

974,848 

71  . 

301 

400 

■ 

375 

Reliance  Group  (Dec) 

Z,OOl  ,Zoy 

1  ,ooU,voo 

A  AH  C\A  A 
4oU,U4o 

7u 
0 

98 

■ 

■ 

462 

Republic  New  York  (Dec) 

0(440,VUi 

77  1  fVM 

1  33  AA^ 

"7 

O  /, 

46 

428 

425 

341 

Republic  of  Texas  (Dec) 

1  1  kAA  OOfl 
1  1  ,  oOO,  VVU 

1   0 AA  3  1  1 

All    3  s A 
O  1  1 , 0  o4 

kA 
fid, 

254 

146 

■ 

■ 

Republic  Steel  (Dec) 

3,016,832 

3,760,042 

382,323 

■ 

466 

■ 

■ 

Revco  D  S  (May) 

367,087 

1,092,797 

407,430 

368 

272 

141 

147 

Revlon  (Dec) 

~>  oah  ")An 

Z,ZOU,ZOU 

T  1H3  30A 

1   70  Q  CO  Q 

1 ,  '  Zo,  OZo 

1  VZ,1 

■ 

470 

■ 

■ 

Rexnord  (Oct) 

7  OA  on  7 

/  74,7U/ 

1  , 1  )  O  ■  » ,  ( >  v  u 

3AA  c)^  1 

A  1 

78 

46 

38 

26 

R  J  Reynolds  Industries  (Dec) 

/,OO0,OwU 

tS,44V(Ut)U 

A  7 AIA  CI  7 

4, f 4V,o 1  / 

A7n 
o  /  U, 

248 

153 

395 

162 

Reynolds  Metals  (Dec) 

3,097,373 

3,653,228 

675,672 

I80j 

■ 

■ 

■ 

390 

22Richardson-Vicks  (June) 

692,233 

929,207 

NA 

T  A  1 
24j 

■ 

■ 

■  Riggs  National  Bank  of  Washington  DC  (Dec) 

3  1  AD  2QA 

")  on  t  i  A 

Zoy,  z  i  o 

1 AQ  1  1  3 
1  4o,  1  I  Z 
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■ 
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41 1 

Roadway  Express  (Dec) 
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ovz,  i  oy 
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ov ,  o 

1 58 

OV 

C  7 

5  / 

88 

Rockwell  International  (Sept) 
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4,4oU,yi/U 

i  2 w  3  77; 

ZoU,. 

■ 

331 

432 

318 

Rohm  &  Haas  (Dec) 

1,240,456 

1,725,304 

598,377 

93, 

■ 

■ 

487 

Rollins  (June) 

281,012 

400,386 

493,776 

■ 

■ 

OO  i 

■ 

ROLM  (June) 

1 L/,  585 

■>nn  70  o 
zuu,  /  zy 

700  3  1  0 

/  yz,o  i  y 

i  7 

■ 

■ 

0  QA. 

407 

Rowan  Companies  (Dec) 

A  70  AO  1 
4  i  V ,OZj 

ZOO,  1  (14 

1  06 7  555 

71 

1  , 

A  Q  U 

3  30 

■ 
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Ryder  System  (Dec) 
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1  ACM  no  A 

AAl  ^SiA 
40  1  ,  O  oO 

^  A 
'  O, . 

■ 

m 

301 

Sijihint*  /Oprl 

243,229 

1 19,631 

879,368 

25, 

312 

409 

385 

281 

Safeco  (Dec) 

2,623,921 

1,317,319 

690,204 

107,. 

TIC 

ZZD 

1  Q 

i  3n 
ooU 

255 

Safeway  Stores  (Dec) 

3  3  3k  on 
0,000,  ooZ 

1  ^  1  m  A7  3 
1  o,  I UZ,o / - j 

1  1  o 

i  i  y,* 

467 

418 

164 

261 

St  Joe  Minerals  (Dec) 

i  7 a a  uni 
1 ,  /64,cv  1 

1    17i)  (lu  ! 

1,Z  l  y,Uoo 

1,518, 723 

1  1  7  ( 

1  /  u 
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30  K 
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St  Paul  Companies  (Dec) 

A  0^0  3kH 

4,  ZDZ^jOU 

t  UAK  3  1  A 
i  ,  ooo,0  1  4 

k 1 3  10  3 

olZ,  1  ZO 

MO  i 

308 

216 

242 

171 

St  Regis  Paper  (Dec) 

2,642,236 

2,714,175 

1,120,043 

413 

■ 

■ 

■ 

San  Diego  Gas  &  Electric  (Dec) 

1,985,534 

960,444 

428,51 1 

■ 

■ 

A  on 

■ 

Sanders  Associates  (July) 

Zo4,  VoTl 

ijji  n^7 

Zo  1  ,Uo  / 

io;  HA 3 

1  k  : 

1  AQ 
1  OO 

1  7Q 

A 1 

76 

Santa  Fe  Industries  (Dec) 

a  3  3n  "inn 

4,OOU,ZUU 

0,Z  1  j,UUw 

3  nn-^  c)  i  ^ 

3n  l  j 
ou  i ,  < 

■ 

A  3A 

1  Do 

367 

Santa  Fe  International  (Dec) 

i  ac\a  nn  i 

1 ,4U4,  UU4 

1    TClCl  ACM 

i  ,zuy,4y4 

1  AO0  AAC) 

i  ,4yz,44y 

kf»  ( 

414 

327 

99 

108 

Schering-Plough  (Dec) 

1,983,900 

1,740,400 

2,151,441 

239,| 

136 

102 

5 

16 

Schlumberger  Limited  (Dec) 

5,242,002 

4,883,944 

22,347,468 

994,; 

■ 

3H3 

■ 

491 

SCM  (June) 

i  nnu  coy 

1  892  "592 

0  31  ^7A 
Zo  1  ,o  /  O 

1  nu 

4>Uo 

Zoo 

6JLf 

228 

Scott  Paper  (Dec) 

">  n  1  2  QCO 

Z,U  lo,VoZ 

Z, Uoo,  ZOo 

WH7  3A0 

1  33  ; 

1  OO, . 

64 

■ 

419 

Seafirst  (Dec) 

V, Oo  '  ,  '  14 

i  n  3  a    l  n 

435  708 

Ak  1 

■ 

471 

178 

351 

G  D  Searle  (Dec) 

1,129,998 

1,081,558 

1,409,049 

18 

12 

37 

33 

Sears  Roebuck  (Jan) 

28,169,300" 

25,123,700 

4,808,828 

566,« 

■ 

■ 

■ 

Seatrain  Lines  (June) 

V  1  o,4  1 4 

i,Zo  f  ,4yo 

3fl  7AW 

-3ol  j 

1  0 

1 82 

281 

160 

Security  Pacific  (Dec) 

T  7  7(1  A  TOO 

Z/,  /y4,zUo 

111/'.  AO  3 

o,  1  lo,oyo 

OCT  n  1  A 

yr>z,u  i  o 

1  s*  1  ■ 

■ 

■ 

1  7  1 
1/1 

■ 

SEDCO  (June) 

A7C1  7AA 
O  /  U,  /  OO 

370  OOA 

o  /  z,yu4 

1  A^C)  3^U 

i ,  4 .  j  y ,  o  o  o 

3K  ' 

208 

■ 

■ 

■ 

Shawmut  (Dec) 

3,456,207 

346,088 

86,020 

364 

■ 

441 

474 

Shearson  Loeb  Rhoades(June) 

2,267,691 

652,466 

583,050 

55, 

•J  Q 

16 

6 

10 

Shell  Oil  (Dec) 

1  /,6l3,0UU 

!  V.iS  ->!),UU(J 

i  r,yyi,oUd 

1    ^.  1  T  f 

I  ,  o4Z,l 

■ 

424 

■ 

■ 

Sherwin-Williams  (Dec) 

768,592 

1,263,721 

174,447 

24,1 

■ 

404 

■ 

■ 

Sigmor  (June) 

452,803 

1,327,605 

311,550 

48,11 

247 

119 

140 

174 

Signal  Companies  (Dec) 

3,100,600 

4,335,600 

1,743,247 

167,1 

B 

214 

• 

■ 

Singer  (Dec) 

1,529,300 

2,786,600 

199,092 

$8  l 

■  Not  . 

>n  500  list. 

'^Proforma  results  alter  the  divestiture  of  the  Merrell  ethical 

NA:  not 

available. 

pharmaceutical  businesses  in  March.  1981.  As  a  result 

the  market  value  of  common  at  Dec.  31.  is  not  available 
"Assets  as  of  10/31/H0. 
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■Share  data:  1980  

Earnings 


Cash 

Shares 

before 

Market 

Number  of 

flow 

outstanding 

Where 

Ticker 

extraordinary 

price 

Corporate- 

employees 

|$000) 

(000) 

traded 

symbol 

items 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

74,000 

107,935 

NYSE 

RAL 

1.51 

0.64 

10'/2 

St  Louis,  Mo 

69.8 

R  Hal  Dean 

i7,694 

8,868 

NASDAQ 

RAYC 

4.22 

0.38 

74 

Menlo  Park,  Cal 

7.9 

Paul  M  Cook 

15,601 

41,683 

NYSE 

RTN 

6.80 

2.00 

1 10 

Lexington,  Mass 

77.9 

Thomas  L  Phillips 

SO,  000 

75,211 

NYSE 

RCA 

3.35 

1.75 

29% 

New  York,  NY 

133.0 

Edgar  H  Griffiths 

10,531 

18,307 

NYSE 

RB 

3.72 

0.60 

53 'A 

Tulsa,  Okla 

3.9 

John  W  Bates  Jr 

?5,550 

6,302 

NYSE 

REL 

10.46 

2.50 

73 

New  York,  NY 

9.4 

Saul  P  Steinberg 

!W,651 

10,856 

NYSE 

RNB 

5.15 

0.85 

30% 

New  York,  NY 

2.0 

Walter  H  Weiner 

19,146 

17,981 

NYSE 

RPT 

4.81 

1.12 

34 

Dallas,  Tex 

5.8 

James  D  Berry 

77,79% 

1 6, 1 83 

NYSE 

RS 

3.15 

2.00 

23% 

Cleveland,  Ohio 

40.7 

William  J  De  Lancey 

>0,463 

13,581 

NYSE 

RDS 

2.88 

0.90 

30 

Twinsburg,  Ohio 

17.5 

Sidney  Dworkin 

18,008 

36,011 

NYSE 

REV 

4.87 

1.56 

48 

New  York,  NY 

36.9 

Michel  C  Bergerac 

70,823 

20,107 

NYSE 

REX 

2.09 

1.04 

18'/4 

Milwaukee,  Wise 

17.6 

Robert  V  Krikorian 

71,000 

104,099 

NYSE 

R|R 

6.23 

2.18 

45% 

Winston-Salem,  NC 

81.5 

J  Paul  Sticht 

Bl,900 

19,168 

NYSE 

RLM 

9.32 

2.25 

35 'A 

Richmond,  Va 

36.8 

David  P  Reynolds 

87,329 

23,166 

NYSE 

RVI 

3.15 

none 

NA 

Milton,  Conn 

10.0 

John  S  Scott 

85,547 

2,992 

NASDAQ 

RIGS 

8.13 

2.90 

48  Vi 

Washington,  DC 

2.2 

Vincent  C  Burke  Jr 

b,213 

19,636 

NASDAQ 

ROAD 

3.55 

0.95 

35  Vi 

Akron,  Ohio 

21.2 

William  F  Spitznagel 

)6,800 

75,195 

NYSE 

ROK 

3.77 

1.38 

45 

Pittsburgh,  Pa 

108.2 

Robert  Anderson 

>3,557 

12,903 

NYSE 

ROH 

7.26 

2.16 

46% 

Philadelphia,  Pa 

13.2 

Vincent  L  Gregory  Jr 

59,042 

27,432 

NYSE 

ROL 

1.31 

0.42 

18 

Altanta,  Ga 

13.0 

O  Wayne  Rollins 

12,007 

16,948 

NYSE 

RM 

1.09 

none 

46% 

Santa  Clara,  Cal 

3.1 

M  Kenneth  Oshman 

i4,594 

47,438 

NYSE 

RDC 

1.49 

0.04 

22  Vi 

Houston,  Tex 

1.5 

Charles  R  Palmer 

>6,088 

17,017 

NYSE 

RDR 

3.32 

1.04 

27'/8 

Miami,  Fla 

19.0 

Leslie  O  Barnes 

i9,420 

14,535 

NYSE 

SAB 

1.74 

0.30 

60  Vi 

Dallas,  Tex 

0.3 

Ashley  H  Priddy 

)8,758 

19,106 

NASDAQ 

SAFC 

5.58 

1.80 

36'/s 

Seattle,  Wash 

11.2 

Roland  M  Trafton 

15,043 

26, 1 1 6 

NYSE 

SA 

4.57 

2.60 

30  Vi 

Oakland,  Cal 

149.4 

Peter  A  Magowan 

10,149 

45,335 

NYSE 

SJO 

2.60 

0.78 

33  Vi 

New  York,  NY 

12.0 

John  C  Duncan 

'9,895 

20,958 

NASDAQ 

STPL 

5.27 

2.00 

38% 

St  Paul,  Minn 

11.2 

Carl  B  Drake  Jr 

'9,772 

32,465 

NYSE 

SRT 

5.18 

2.03 

34  Vi 

New  York,  NY 

29.7 

William  R  Haselton 

14,125 

36,469 

NYSE 

SDO 

1.01 

1.54 

11% 

San  Diego,  Cal 

4.8 

Robert  E  Morris 

:5,854 

7,761 

NYSE 

SAA 

2.65 

0.52 

62  'A 

Nashua,  NH 

6.5 

Jack  L  Bowers 

15,900 

29,326 

NYSE 

SFF 

10.42 

2.60 

102V2 

Chicago,  111 

42.5 

John  S  Reed 

8,528 

48,240 

NYSE 

SAF 

1.85 

0.36 

30% 

Orange,  Cal 

10.8 

Edfred  L  Shannon  Jr 

18,500 

53,122 

NYSE 

SGP 

4.45 

1.56 

40  Vi 

Kenilworth,  N) 

27.4 

Richard  J  Bennett 

54,701 

191,004 

NYSE 

SLB 

5.21 

0.87 

117 

New  York,  NY 

83.1 

Jean  Riboud 

93,021 

9,649 

NYSE 

SCM 

5.55 

1.55 

24 

New  York,  NY 

28.0 

Paul  H  Elicker 

•0,210 

38,909 

NYSE 

SPP 

3.43 

1.00 

20% 

Philadelphia,  Pa 

20.5 

Charles  D  Dickey  Jr 

.1,878 

15,288 

NYSE 

SFC 

4.48 

1.20 

28  Vi 

Seattle,  Wash 

7.7 

William  M  Jenkins 

^5,092 

52,187 

NYSE 

SRL 

1.61 

0.52 

27 

Skokie,  111 

18.3 

Donald  H  Rumsfeld 

I0,000E 

315,333 

NYSE 

S 

1.79 

1.34 

15% 

Chicago,  111 

390.0 

Edward  R  Telling 

U,777 

14,479 

NYSE 

SEA 

-2.44 

none 

2'/s 

New  York,  NY 

1.9 

Howard  M  Pack 

lo,316 

27,695 

NYSE 

SPC 

6.55 

1.95 

34% 

Los  Angeles,  Cal 

24.6 

Richard  J  Flamson  III 

P3,588 

31,768 

NYSE 

SED 

1.24 

0.24 

45% 

Dallas,  Tex 

8.1 

B  Gill  Clements 

ll,943 

3,740 

NASDAQ 

SHAS 

4.47 

1.35 

23 

Boston,  Mass 

3.7 

John  P  LaWare 

5,365 

15,548 

NYSE 

SHE 

4.66 

0.37 

37Vi 

New  York,  NY 

9.3 

Sanford  I  Weill 

59,000 

308,867 

NYSE 

SUO 

4.99 

1.45 

58% 

Houston,  Tex 

36.6 

John  F  Bookout 

9,496 

9,828 

NYSE 

SHW 

2.44 

0.60 

17% 

Cleveland,  Ohio 

16.8 

John  G  Breen 

4,923 

16,750 

NASDAQ 

SGMOA 

2.87 

0.40 

18% 

San  Antonio,  Tex 

5.2 

Tom  E  Turner 

8,500 

57,628 

NYSE 

SGN 

2.89 

0.69 

30% 

San  Diego,  Cal 

51.7 

Forrest  N  Shumway 

.0,900 

16,591 

NYSE 

SMF 

1.92 

0.10 

12 

Stamford,  Conn 

71.0 

Joseph  B  Flavin 

hare  data  adjusted  for  stock  splits  and 

.stock  dividends  through  May  1 1 

1981. 

Not  available. 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS 


Where  they  rank:  1980 
Sales 


Market 
value- 


Net 
profits 


Company  (fiscal  year  end) 


Assets 
|  $000) 


Sales 
|  $000 1 


Market  value 
of  common 
1$000) 


Net  p 
($01 


.                  ■  I'M  Smith  International  (Ded)             824.442  784,130  1,444,060  79, 

■  318  32  75                                   SmithKline  (Dec)  1,554,411  1,771,938  5,317,200  307, 

213                 ■  ■  ■  Society  (Dec)  3,431, 183  340,239  115,955  26, 

457                 ■  ■  South  Carolina  Electric  &  Gas  (Dee)  1,802,392  630,746  $74,219  63, 

497                  ■  ■  ■  South  Carolina  National  (Dec)  1,603,232  169,979  80,997  18, 


111  ■  ■  ■  Southeast  Banking  (Dec)  5,853,575  603,446  264,334  47, 

450  ■  ■  ■  Southern  Bancorp  of  Alabama  (Dec)  1,860,579  211,422  84,019  18, 

73  152  118  69  Southern  California  Edison  (Dec)  7,733,898  3,661,117  1,943,759  317, 

49  144  105  62  Southern  C  ompany  (Dec)  11,466,555  3,763,483  2,066,538  344, 

384  '2  1  174  115  Southern  Natural  Resources  (Dec)  2,134,023  1,744,484  1,435,809  139, 


464                  ■  ■  379  Southern  New  England  Telephone  (Dec)  1,776,948  825,013  450,141  77,( 

132  208  246  190  Southern  Pacific  (Dec)  5,329,900  2,859,700  1,103,257  155, 

242  348  204  161  Southern  Railway  (Dec)  3,164,815  1,637,712  1,241,069  180,' 

■  111  500  380  Southland  (Dec)  1,495,385  4,758,656  484,702  77,< 

■  ■  151  444  Southland  Royalty  (Dec)  612,998  $66,571  1,625,489  62, 


175 
169 
■ 

434 


109 
500 
341 
344 


74 
366 
175 
435 


91 

358 
238 
393 


Southwest  Bancshares  (Dec)  4,158,193  $77,983  243,867  29^ 

Sperry(Mar)  4,262,186  4,785,425  2,593,178  277,C 

Square  D  (Dec)  741,189  998,973  740,399  83,( 

Squibb  (Dec)  1,905,669  1,675,780  1,431,547  127,4 

A  E  Staley  Manufacturing  (Sept)  741,776  1,655,992  587,952  73,t 


496 
24 
26 
45 

256 


195 
6 
1 1 
31 


339 
9 
4 
7 


289 
5 
7 
8 


Standard  Brands  (Dec)  1,608,441  3,018,466  773,822  1041 

Standard  Oil  Calif  (Dec)  22,139,603  40,479,200  16,979,874  2,400,7 

Standard  Oil  Indiana  (Dec)  20,167,474  26,133,080  23,352,415  1,915,3 

Standard  Oil  Ohio  (Dec)  12,080,050  11,023,196  17,685,000  1,811,2 

State  Street  Boston  (Dec)  $,009,109  321,036  86,089  21,9 


389 


338 
337 
301 
289 


259 
182 


416 


222 
245 


Stauffer  Chemical  (Dec)  2,111,564  1,695,219  1,038,012  136,5 

Sterling  Drug  (Dec)  1,258,386  1,701,433  1,373,782  123,3 

}  P  Stevens  (Oct)  1,070,352  1,915,959  205,043  20,3 

Stop  &  Shop  Companies  (|an)  474,549  2,059,183  61,702  12 

Storage  Technology  (Dec)  738,119  603,493  627,776  45,4 


422 

■ 

■ 

■ 

Sumitomo  Bank  of  California  (Dec) 

1,948,648 

197,705 

47,539 

10,7) 

228 

■ 

■ 

■ 

Sun  Banks  of  Florida  (Dec) 

3,311,942 

326,062 

167,098 

27,2 

55 

25 

27 

21 

Sun  Company  (Dec) 

10,955,000 

12,945,000 

5,957,348 

723,0 

'< 

■ 

386 

■ 

■ 

Sunbeam  (Mar) 

892,927 

1,406,429 

252,540 

49,0 

w 

■ 

■ 

267 

374 

Sundstrand  (Dec) 

786,694 

926,026 

1,001,01 1 

78,9 

■ 

126 

463 

477 

Super  Valu  Stores  (Feb) 

593,291 

4,203,665 

535,301 

55,5 

1 

207 

368 

34 

67 

Superior  Oil  (Dec) 

3,461,473 

1,497,695 

5,029,596 

334,4: 

6,7? 

■ 

225 

■ 

■ 

Supermarkets  General  (Jan) 

572,884 

2,628,851 

1 58,082 

26,0 

■ 

■ 

452 

■ 

Supron  Energy  (Dec) 

155,014 

66,266 

558,085 

20,0! 

■ 

439 

■ 

■ 

Sysco  (June) 

275,678 

1,198,355 

252,466 

20,4; 

• 

■ 

■ 

298 

■ 

Tandem  Computers  ISept) 

95,701 

108,989 

887,680 

10,61 

■ 

391 

78 

273 

Tandy  (June) 

710,298 

1,384,637 

2,533,629 

112,2; 

■ 

■ 

240 

353 

Tektronix  (May) 

841,693 

971,306 

1,129,590 

85,01 

7,47] 

■ 

■ 

344 

■ 

Tele-Communications  (Dec) 

348,577 

124,395 

765,791 

8,2: 

1?,! 

143 

138 

63 

65 

'Teledyne  (Dec) 

5,145,567 

3,920,127 

2,976,048 

338,5/ 

- 

■ 

■ 

460 

■ 

Teleprompter  (Dec) 

385,037 

203,558 

542,736 

23.1S 

■ 

40 

24 

26 

20 

Tenneco  (Dec) 

13,852,989 

13,226,146 

6,062,634 

725,5) 

383 

■ 

■ 

■ 

Tennessee  Valley  Bancorp  (Dec) 

2,139,030 

223,380 

40,701 

8,08 

■ 

156 

■ 

293 

Tesoro  Petroleum  (Sept) 

707,853 

3,528,335 

293,432 

104,03 

1 

;  !i 

21 

4 

13 

6 

Texaco  (Dec) 

26,430,355 

51,195,830 

12,891,408 

2,240,23 

Not  on  500  list 


sFigures  include  unconsolidated  subsidiaries 
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 Share  d 

ata:  1980  

Earnings 

iCash 

Shares 

before- 

Market 

Number  of 

l  •Ull'LcIllUlllj. 

Where 

Ticker 

extraordinary 

Corporate 

employees 

$000) 

(000| 

traded 

symbol 

items 

Dividends 

(Dec.  31) 

headquarters 

(000) 

Chief  executive 

;j  17,666 

22,432 

NYSE 

SII 

3.73 

0.62 

64% 

Newport  Beach,  Cal 

10.5 

Jerry  W  Neely 

V  57,698 

66,465 

NYSE 

SKL 

4.65 

1.73 

80 

Philadelphia,  Pa 

21.2 

Robert  F  Dee 

lf  58,995 

6,722 

NASDAQ 

SOCI 

3.90 

1.32 

17 'A 

Cleveland.  Ohio 

3.0 

J  Maurice  Struchen 

07,604 

26,261 

NYSE 

SCG 

z.uz 

1 .  to 

14'/4 

Columbia,  SC 

3.3 

Virgil  C  Summer 

!«  ^8,299 

4,263 

NASDAQ 

SCNC 

4.25 

1.20 

19 

Columbia,  SC 

2.9 

James  G  Lindley 

76,987 

13,384 

NYSE 

STB 

3.23 

0.88 

193/4 

Miami,  Fla 

5.8 

Charles  J  Zwick 

j  32,288 

7,306 

NASDAQ 

SBNC 

2.53 

0.92 

11% 

Birmingham,  Ala 

2.3 

Wallace  D  Malone  Jr 

■  J7,714 

75,854 

NYSE 

SCE 

3.50 

2.78 

25% 

Rosemead,  Cal 

13.5 

William  R  Gould 

i;  30,425 

168,697 

NYSE 

SO 

z.zo 

1  .JO 

12 'A 

Atlanta,  Ga 

27.3 

Alvin  W  Vogtk  Jr 

j  41,655 

20,475 

NYSE 

NRG 

6.85 

1.68 

70'/« 

Birmingham,  Ala 

5.7 

Henry  C  Goodrich 

•  26,068 

13,095 

NYSE 

SNG 

5.60 

3.60 

34J/s 

New  Haven,  Conn 

14.4 

Alfred  W  Van  Sinderen 

;  13,400 

26,991 

NYSE 

SX 

5.78 

2.60 

40% 

San  Francisco,  Cal 

54.3 

Benjamin  F  Biaggini 

]  19,267 

15,417 

NYSE 

SR 

11.57 

3.68 

80  'A 

Washington,  DC 

21.3 

Harold  H  Hall 

■  76,220 

23,644 

NYSE 

SLC 

o.Ly 

n  o  i 

U.  V  1 

20'A 

Dallas,  Tex 

44.6 

John  P  Thompson 

,  50,892 

46,609 

NYSE 

SRO 

1.34 

0.31 

34% 

Fort  Worth,  Tex 

0.5 

Jon  Brumley 

j  58,854 

6,591 

NYSE 

SWB 

4.51 

1.40 

37 

Houston,  Tex 

2.7 

John  T  Cater 

•  79,003 

40,918 

NYSE 

SY 

7.60 

1.66 

63% 

New  York,  NY 

89.1 

J  Paul  Lyet 

I  39,645 

25,531 

NYSE 

SQD 

3.41 

1.60 

29 

Palatine,  111 

22.0 

Mitchell  P  Kartalia 

58,327 

48,527 

NYSE 

SQB 

Z.OD 

1    1  A 
1.10 

29'A 

New  York,  NY 

27.0 

Richard  M  Furlaud 

14,319 

21,776 

NYSE 

STA 

3.51 

0.70 

27 

Decatur,  111 

4.3 

Donald  E  Nordlund 

79,688 

28,528 

NYSE 

SB 

3.65 

1.60 

27l/8 

New  York,  NY 

24.2 

F  Ross  Johnson 

^2,000 

341,304 

NYSE 

SD 

7.02 

1.80 

49% 

San  Francisco,  Cal 

37.6 

George  M  Keller 

17,718 

292,362 

NYSE 

SN 

6.54 

2.00 

79% 

Chicago,  111 

54.3 

John  E  Swearingen 

11,183 

245,625 

NYSE 

SOH 

7  37 
/.Of 

1  AC\ 
1  .<4U 

72 

Cleveland,  Ohio 

22.5 

Alton  W  Whitehouse  Jr 

55,656 

2,087 

NASDAQ 

STBK 

10.48 

2.10 

41 'A 

Boston,  Mass 

3.2 

William  S  Edgerly 

'9,043 

43,937 

NYSE 

STF 

3.11 

1.18 

23% 

Westport,  Conn 

13.4 

H  Barclay  Morley 

59,252 

60,386 

NYSE 

STY 

2.04 

0.90 

22% 

New  York,  NY 

25.9 

Dr  W  Clarke  Wescoe 

75,351 

14,389 

NYSE 

STN 

1.43 

1.17 

14 'A 

New  York,  NY 

41.4 

Whitney  Stevens 

38,666 

4,046 

NYSE 

SHP 

o.U  1 

1  .zu 

15 'A 

Boston,  Mass 

28.0 

Avram  J  Goldberg 

16,262 

27,747 

NYSE 

STK 

1.76 

none 

22% 

Louisville,  Colo 

9.4 

Jesse  I  Aweida 

15,648 

3,067 

NASDAQ 

SUM1 

3.50 

1.16 

15 'A 

San  Francisco,  Cal 

1.6 

Nimei  Akamatsu 

12,281 

9,976 

NASDAQ 

SNBK 

2.52 

0.82 

163A 

Orlando,  Fla 

4.8 

Richard  F  Livingston 

42,000 

122,202 

NYSE 

SUN 

5.92 

1.73 

48% 

Radnor,  Pa 

48.8 

Theodore  A  Burtis 

78,164 

15,077 

NYSE 

SMB 

j.jU 

1  .DU 

16% 

Chicago,  111 

28.8 

Robert  P  Gwinn 

34,480 

17,717 

NYSE 

SNS 

4.57 

1.50 

56 'A 

Rockford,  111 

15.6 

Evans  W  Erikson 

59,062 

18,223 

NYSE 

svu 

3.05 

0.73 

29% 

Eden  Prairie,  Minn 

16.6 

Jack  J  Crocker 

45,771 

25,402 

NYSE 

soc 

13.22 

0.72 

198 

Houston,  Tex 

5.3 

Joseph  E  Reid 

36,092 

8,662 

NYSE 

SGL 

3.13 

0.51 

18 'A 

Woodbndge,  NI 

30.0 

Herbert  Brody 

10,583 

10,147 

ASE 

SUE 

l.O  I 

n  i  o 

U.  1  V 

55 

Dallas,  Tex 

0.1 

Alvin  M  Wiederkehr 

50,638 

9,527 

NYSE 

SYY 

2.19 

0.33 

26 'A 

Houston,  Tex 

5.4 

John  F  Baugh 



15,518 

1 1,680 

NASDAQ 

TNDM 

1.06 

none 

76 

Cupertino,  Cal 

1.1 

James  G  Treybig 

50,809 

51,314 

NYSE 

TAN 

2.24 

none 

49% 

Fort  Worth,  Tex 

22.0 

Phil  R  North 

17,472 

18,480 

NYSE 

TEK 

4.66 

0.86 

61 ¥» 

Beaverton,  Ore 

22.6 

Earl  Wantland 

37,805 

25,959 

NASDAQ 

TCOMA 

none 

29'A 

Englewood,  Colo 

2.3 

J  C  Ma!one 

J5,967 

20,667 

NYSE 

TDY 

15.00 

none 

144 

Los  Angeles,  Cal 

47.8 

Henry  E  Singleton 

30,565 

17,027 

NYSE 

TP 

1.36 

none 

31% 

New  York,  NY 

4.5 

Jack  K  Cooke 

30,946 

117,436 

NYSE 

TGT 

5.95 

2.45 

51% 

Houston,  Tex 

106.0 

James  L  Ketelsen 

13,228 

3,923 

NASDAQ 

TVBC 

1.82 

0.80 

10% 

Nashville,  Tenn 

1.9 

William  F  Earthman 

30,622 

13,648 

NYSE 

TSO 

7.15 

0.30 

21lA 

San  Antonio,  Tex 

3.5 

Robert  V  West  Jr 

55,874 

268,571 

NYSE 

TX 

8.31 

2.45 

48 

White  Plains,  NY 

66.7 

John  K  McKiniey 

<hare  data 

id  justed  tor  stock  splits  an 

d  stock  dividend 

s  through  May 

11,  1981. 

•S,  MAY  1 

1,  1981 
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■Where  they  rank:  1980- 


Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net  pro1 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

($000 

217 

■ 

■ 

■ 

Texas  American  Bancshares  (Dec) ' 

3,370,974 

336,415 

203,949 

28,83 

r- 

51 

487 

283 

301 

Texas  Commerce  Bancshares  (Dec) 

11,286,924 

1,028,646 

946,920 

101,4<j 

227 

122 

109 

124 

Texas  Eastern  (Dec) 

3,314,873 

4,272,854 

1,999,953 

2 19,  75 

■ 

269 

312 

315 

Texas  Gas  Transmission  (Dec) 

1,525,871 

2,230,127 

840,267 

95,o4 

334 

131 

69 

128 

Texas  Instruments  (Dec) 

2,413,700 

4,074,700 

2,807,921 

212,20 

■ 

443 

55 

212 

Texas  Oil  &  Gas  (Aug) 

1,533,710 

1,186,475 

3,419,285 

141,1  1 

96 

275 

137 

77 

Texas  Utilities  (Dec) 

6,552,972 

2,174,553 

1,789,658 

297,8^ 

410 

467 

113 

82 

Texasgulf  (Dec) 

2,010,383 

1,090,135 

1,972,370 

286, 5C 

378 

164 

265 

347 

Textron  (Dec) 

2,187,400 

3,376,700 

1,012,225 

86,l(j 

445 

■ 

■ 

■ 

Third  National  (Dec) 

1,884,839 

203,964 

53,086 

13  11 

■ 

■ 

318 

■ 

Tidewater  (Mar) 

406,633 

257,710 

822,099 

33,0<j 

: 

289. 

364 

■ 

■ 

Tiger  International  (Dec) 

2,758,425 

1,527,968 

392,228 

42,3  \ 

344 

205 

172 

211 

Time  Inc  (Dec) 

2,370,630 

2,881,783 

1,457,910 

141, 2C 

474 

306 

177 

217 

Times  Mirror  (Dec) 

1,734,788 

1,857,349 

1,415,192 

139,2 

■ 

401 

391 

324 

Timken  (Dec) 

1,028,443 

1,338,499 

678,689 

92,63 

479 

■ 

■ 

425 

Toledo  Edison  (Dec) 

1,701,443 

401,868 

319,850 

67,  i; 

■ 

■ 

■ 

124 

■ 

Tom  Brown  (Mar) 

133,228 

74,287 

1,912,146 

4,95 

■ 

243 

387 

■ 

Tosco  (Dec) 

872,421 

2,387,241 

685,282 

46,09 

239 

96 

■ 

■ 

Trans  World  (Dec) 

3,184,975 

5,018,281 

297,573 

20, 4^ 

!i 

67 

118 

211 

107 

Transamerica  (Dec) 

8,887,023 

4,384,055 

1,222,950 

239,3^ 

539 

252 

226 

186 

254 

Transco  Companies  (Dec) 

3,049,250 

2,627,787 

1,356,011 

120,23 

Mt 

418 

p 

■ 

■ 

TRANSOHIO  Financial  (Dec) 

1,969,073 

180,625 

32,769 

2,8! 

y- 

25 

43 

148 

59 

Travelers  (Dec) 

21,637,986 

8,790,092 

1,645,734 

365,6(| 

]i 

246 

■ 

■ 

■ 

Trust  Company  of  Georgia  (Dec) 

3,111,837 

337,864 

225,227 

3S,1« 

it 

276 

99 

119 

129 

TRW  (Dec) 

2,854,699 

4,983,970 

1,940,606 

211,85 

408,5 

■ 

■ 

■ 

458 

Tucson  Electric  Power  (Dec) 

1,112,936 

320,131 

303,394 

58,31 

101 

■ 

315 

■ 

■ 

Turner  Construction  (Dec) 

316,576 

1,789,107 

46,223 

7,0: 

■ 

■ 

455 

484 

Twentieth  Century-Fox  (Dec) 

753,913 

847,258 

553,508 

54,5(1 

■ 

■ 

458 

■ 

Tymshare  (Dec) 

188,965 

235,854 

549,171 

18,7a 

J7.4 

■ 

■ 

449 

U  S  Air  (Dec) 

714,771 

971,825 

210,823 

60,3i 

!l 

178 

95 

472 

■ 

UAL  (Dec) 

4,041,458 

5,041,335 

516,600 

21,0(1 

485 

354 

210 

179 

Union  Camp  (Dec) 

1,652,060 

1,574,825 

1,224,062 

165,i: 

63 

36 

56 

25 

Union  Carbide  (Dec) 

9,659,000 

9,994,058 

3,385,192 

672,60 

1 

490 

■ 

■ 

■ 

Union  Commerce  (Dec) 

1,624,733 

169,240 

29,450 

202 

474 

374 

193 

Union  Electric  (Dec) 

3,552,104 

1,077,876 

719,109 

154,7; 

110,3 

90 

37 

18 

27 

Union  Oil  Company  of  California  (Dec) 

6,772,100 

9,984,100 

7,742,438 

647,01! 

104 

106 

19 

51 

Union  Pacific  (Dec) 

6,195,147 

4,831,676 

7,558,819 

404,54 

■ 

256 

■ 

■ 

Uniroyal  (Dec) 

1,528,672 

2,299,463 

156,081 

-7,8- 

359 

■ 

■ 

■ 

United  Bank  Corp  of  New  York  (Dec) 

2,274,346 

191,553 

133,387 

27,25 

: 

293 

■ 

■ 

■ 

United  Banks  of  Colorado  (Dec) 

2,739,878 

286,820 

155,412 

23,6' 

« 

- — 

■ 

145 

■ 

■ 

United  Brands  (June) 

1,264,015 

3,762,580 

175,893 

31,0 

423 

129 

191 

178 

United  Energy  Resources  (Dec) 

1,944,599 

4,135,342 

1,331,500 

165,4.' 

311 

■ 

■ 

■ 

United  Jersey  Banks  (Dec) 

2,628,170 

236,592 

58,674 

14,8! 

Hi! 

420 

■ 

a 

■ 

United  Missouri  Bancshares  (Dec) 

1,952,929 

165,821 

104,742 

18,8. 

:;: 

148 

■ 

■ 

463 

U  S  Bancorp  (Dec) 

4,879,030 

526,998 

391,545 

57,5.1 

1! 

171 

264 

222 

113 

U  S  Fidelity  &  Guaranty  (Dec) 

4,247,339 

2,252,945 

1,189,127 

228,5(1 

19.40 

■ 

371 

464 

316 

United  States  Gypsum  (Dec) 

1,114,184 

1,474,371 

534,237 

94,4: 

146  ?6 

■ 

473 

■ 

■ 

U  S  Home  (Dec) 

723,258 

1,080,862 

432,810 

44,30 

fl.92 

■ 

455 

■ 

■ 

U  S  Industries  (Dec) 

824,177 

1,144,664 

193,091 

21,1: 

*,»( 

47 

26 

96 

46 

United  States  Steel  (Dec) 

11,747,600 

12,492,100 

2,181,960 

458,91 

Not  on  500  list 
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-Share  data:  1980- 


Earnings 

Cash  Shares  before 

flow        outstanding       Where  Ticker  extraordinary 

($000|  (000)  traded  symbol  items 


Dividends 


Market 

price 
|Dec.  311 


Corporate 
headquarters 


Number  of 
employees 
(000) 


Chief  executive 


!8,! 

45,537 

6,324 

NASDAQ 

TABS 

4.56 

1.14 

32 'A 

Fort  Worth,  Tex 

2.3 

Lewis  H  Bond 

OM! 

148,488 

29,136 

NYSE 

TCB 

3.48 

0.80 

32  Vt. 

Houston,  Tex 

6.1 

Ben  F  Love 

19,1 

425,502 

25,236 

NYSE 

TET 

8.72 

2.95 

79  V* 

Houston,  Tex 

5.5 

I  David  Bufkin 

S5,l 

197,893 

20,557 

NYSE 

TXG 

4.51 

1.55 

40% 

Owensboro,  Ky 

11.5 

Dennis  R  Hendrix 

1!) 

469,500 

23,254 

NYSE 

TXN 

9.22 

2.00 

1203/4 

Dallas,  Tex 

87.8 

Mark  Shepherd  Jr 

324,432 

95, 144 

NYSE 

TXO 

1.48 

0.15 

35% 

Dallas,  Tex 

2.4 

William  L  Hutchison 

548,720 

96,089 

NYSE 

TXU 

3.18 

1.73 

18% 

Dallas,  Tex 

14.4 

T  Louis  Austin  Jr 

360,260 

33,430 

NYSE 

TG 

8.49 

1.50 

59 

Stamford,  Conn 

6.5 

Richard  D  Mollison 

"1 

154,000 

33,882 

NYSE 

TXT 

2.30 

1.80 

29% 

Providence,  Rl 

61.0 

Robert  P  Straetz 

hi 

25,671 

2,863 

NASDAQ 

TDAT 

4.58 

0.96 

185/8 

Nashville,  Term 

2.1 

Charles  J  Kane 

4 

71,071 

16, 199 

NYSE 

TDW 

2.01 

0.66 

50% 

New  Orleans,  La 

3.3 

John  P  Laborde 

d 

171,606 

16,870 

NYSE 

TGR 

2.68 

0.80 

23 'A 

Los  Angeles,  Cal 

11.3 

Wayne  M  Hoffman 

id 

236,806 

23,280 

NYSE 

TL 

5.02 

1.77 

62% 

New  York,  NY 

26.0 

J  Richard  Munro 

. 

233,334 

34,101 

NYSE 

TMC 

4.08 

1.44 

41  Vi 

Los  Angeles,  Cal 

25.6 

Robert  F  Erburu 

i 

164,525 

11,218 

NYSE 

TKR 

8.26 

3.25 

60  Vi 

Canton,  Ohio 

22.2 

William  R  Timken  Jr 

SI 

■  83,674 

20, 1 48 

NYSE 

TED 

2.56 

2.20 

157s 

Toledo,  Ohio 

2.3 

John  P  Williamson 

20,000 

38,727 

NASDAQ 

TMBR 

0.14 

none 

49% 

Midland,  Tex 

0.8 

Thomas  C  Brown 

86,110 

21,669 

NYSE 

TOS 

2.15 

none 

31% 

Los  Angeles,  Cal 

2.6 

Morton  M  Winston 

mi 

280,616 

16,085 

NYSE 

TW 

-0.05 

none 

18'/i 

New  York,  NY 

96.4 

L  Edwin  Smart 

539,792 

65,224 

NYSE 

TA 

3.66 

1.16 

18% 

San  Francisco,  Cal 

29.0 

James  R  Harvey 

448,949 

23,430 

NYSE 

E 

4.72 

1.39 

57% 

Houston,  Tex 

2.5 

William  J  Bowen 

4,520 

3,745 

NYSE 

TFC 

0.75 

0.40 

8% 

Cleveland,  Ohio 

0.7 

Warner  B  Bishop 

$65,1 

,823,511 

42,334 

NYSE 

TIC 

8.63 

2.48 

38% 

Hartford,  Conn 

29.3 

Edward  H  Budd 

58,652 

10,066 

NASDAQ 

TRGA 

3.49 

0.87 

22% 

Atlanta,  Ga 

4.1 

Robert  Strickland 

211;j 

408,570 

32,010 

NYSE 

TRW 

6.39 

2.15 

60% 

Cleveland,  Ohio 

96.0 

Ruben  F  Mettler 

il 

101,316 

21,671 

NYSE 

TEP 

2.37 

1.52 

14 

Tucson,  Ariz 

1.1 

T*l  _      _  J         _     b  a    117  1 

Theodore  M  Welp 

i 

9,320 

2,043 

ASE 

TUR 

3.34 

1.15 

22% 

New  York,  NY 

2.1 

Walter  B  Shaw 

;: 

78,364 

10,543 

NYSE 

TF 

4.89 

1.80 

52'/2 

Los  Angeles,  Cal 

7.0 

Dennis  C  Stanfill 

V 

37,493 

11,294 

NYSE 

TYM 

1.81 

none 

48% 

Cupertino,  Cal 

5.2 

Thomas  J  O'Rourke 

SI 

110,630 

12,047 

NYSE 

U 

4.71 

0.09 

17'/2 

Washington,  DC 

10.0 

Edwin  I  Colodny 

!1 

300,728 

29,520 

NYSE 

UAL 

0.70 

0.25 

17  V2 

Elk  Grove  Township,  111 

70.9 

Richard  J  Ferris 

\r 

278,813 

24,299 

NYSE 

ucc 

6.80 

2.60 

50% 

Wayne,  NJ 

16.3 

Peter  J  McLaughlin 

»l 

(,21 1,000 

67,367 

NYSE 

UK 

10.08 

3.10 

50% 

New  York,  NY 

116.1 

William  S  Sneath 

13,945 

3,800 

NYSE 

UCM 

1.18 

0.20 

7% 

Cleveland,  Ohio 

1.4 

Lyman  H  Treadway  III 

ISA 

|210,295 

66,125 

NYSE 

UEP 

2.10 

1.48 

10% 

St  Louis,  Mo 

6.8 

Charles  J  Dougherty 

64'J 

/lie  3 nn 
■415,300 

173,500 

NYSE 

UCL 

3.73 

0.73 

44  % 

Los  Angeles,  Cal 

18.0 

t  red  l  Hartley 

am: 
*  - 

!822,942 

95,985 

NYSE 

UNP 

4.22 

1.40 

78% 

New  York,  NY 

32.7 

James  H  Evans 

j 

|  76,072 

26,567 

NYSE 

R 

-0.30 

none 

5% 

Middlebury,  Conn 

33.9 

Joseph  P  Flannery 

j  33,266 

6,587 

NASDAQ 

UBNY 

4.00 

1.75 

20% 

Albany,  NY 

2.3 

Peter  D  Kiernan 

i 

40,557 

4,317 

NASDAQ 

UBKS 

5.12 

1.66 

36 

Denver,  Colo 

3.0 

N  Berne  Hart 

3D 

78,689 

10,580 

NYSE 

UB 

2.54 

0.35 

16% 

New  York,  NY 

51.2 

Seymour  Milstein 

Id 

1278,595 

27,812 

NYSE 

UER 

6.38 

1.45 

47% 

Houston,  Tex 

3.4 

J  Hugh  Roff  Jr 

U 

1  24,182 

5,588 

NYSE 

UIB 

2.69 

1.08 

10  Vi 

Princeton,  NJ 

2.7 

Edward  A  Jesser  Jr 

I! 

25,584 

4,232 

NASDAQ 

UMSB 

4.43 

0.89 

24% 

Kansas  City,  Mo 

1.9 

R  Crosby  Kemper 

|  82,104 

14,303 

NASDAQ 

USBC 

4.03 

0.98 

27% 

Portland,  Ore 

5.6 

John  A  Elorriaga 

959,402 

28,062 

NYSE 

FG 

8.18 

2.70 

42% 

Baltimore,  Md 

8.7  . 

Jack  Moseley 

146,762 

16,189 

NYSE 

USG 

5.78 

2.40 

33 

Chicago,  01 

18.8 

Graham  J  Morgan 

U 

67,925 

14,427 

NYSE 

UH 

3.32 

0.56 

30 

Houston,  Tex 

3.2 

Guy  R  Odom 

21 
151 

44,996 

23,765 

NYSE 

USI 

0.74 

0.76 

8'/» 

New  York,  NY 

21.4 

Gordon  A  Walker 

997,000 

88,160 

NYSE 

X 

5.25 

1.60 

24% 

Pittsburgh,  Pa 

149.2 

David  M  Roderick 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  1 1,  1981. 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS 


Where  tliey  ranki 

1980 

Market  value 

Market 

Net 

Assets 

Sales 

of  common 

Net  profi 

Assets 

Sales 

value 

profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

393 

■ 

■ 

■ 

United  States  Trust  (Dec)  • 

2,074,141 

167,565 

63,729 

10,141 

82 

28 

72 

54 

United  Technologies  (Dec) 

7,326,270 

12,323,994 

2,663,565 

393,38.3 

174 

302 

208 

166 

United  Telecommunications  (Dec) 

4,205,962 

1,91 1,660 

1,226,147 

177,336 

209 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

3,454,169 

367,327 

144,829 

31,44c 

483 

320 

108 

172 

Upjohn  (Dec) 

1,669,621 

1,767,636 

2,022,773 

170,375 

198 

■ 

461 

345 

USLIFE  (Dec) 

3,581,587 

788,549 

542,149 

86,339 

391 

■ 

406 

284 

Utah  Power  &  Light  (Dec) 

2,097,385 

609,241 

642,307 

106,566 

■ 

336 

308 

438 

Valero  Energy  (Dec) 

797,210 

1,702,047 

859,604 

64,20r 

1  18 

o 

■ 

495 

Valley  National  Bank  of  Arizona  (Dec) 

5,733,280 

604,193 

361,879 

53,211 

97 

280 

260 

105 

Virginia  Electric  &  Power  (Dec) 

6,491,464 

2,119,774 

1,037,023 

241,62(1 

300 

■ 

■ 

■ 

Virginia  National  Bankshares  (Dec) 

2,704,1 18 

287,533 

95,648 

20,426 

■ 

■ 

■ 

410 

Vulcan  Materials  (Dec) 

592,699 

753,980 

477,328 

69,859 

122 

■ 

■ 

■ 

Wachovia  (Dec) 

5,653,613 

551,748 

255,164 

48,287 

■ 

334 

273 

475 

Wal-Mart  Stores  ()an) 

592,345 

1,704,761 

978,285 

55,682 

■ 

420 

■ 

■ 

Waldbaum  (Dec) 

220,008 

1,271,624 

35,476 

10,826 

■ 

362 

■ 

■ 

Walgreen  (Aug) 

448,633 

1,530,722 

276,546 

34,813 

■ 

■ 

91 

■ 

Wang  Laboratories  (June) 

578,453 

543,272 

2,302,642 

52,113 

466 

288 

100 

221 

Warner  Communications  (Dec) 

1,768,775 

2,059,414 

2,146,133 

137,091 

261 

158 

154 

145 

Warner-Lambert  (Dec) 

2,953,895 

3,479,207 

1,603,178 

192,716 

253 

■ 

■ 

■ 

Washington  National  (Dec) 

3,043,322 

874,804 

259,233 

37,366 

■ 

■ 

217 

481 

Waste  Management  (Dec) 

574,933 

560,149 

1,201,761 

54,855 

23 

235 

403 

251 

Wells  Fargo  (Dec) 

23,638,063 

2,545,452 

652,023 

121,864 

■ 

429 

■ 

■ 

West  Point-Pepperell  (Aug) 

580,665 

1,245,569 

205,360 

42,505 

IS 

169 

187 

117 

Western  Bancorporation  (Dec) 

32,110,327 

3,296,180 

1,354,752 

225,064 

■ 

■ 

202 

■ 

Western  Company  of  North  America  (Dec) 

721,826 

457,512 

1,259,61 1 

52,27C 

436 

■ 

■ 

■ 

Western  Financial  (Dec) 

1,904,272 

171,741 

39,078 

3,034 

462 

■ 

■ 

■ 

Western  Union  (Dec) 

1,781,525 

794,203 

381,647 

37,803 

89 

45 

81 

52 

Westinghouse  Electric  (Dec) 

6,812,600 

8,514,300 

2,514,363 

402,900 

■ 

385 

433 

339 

Westvaco  (Oct) 

1,150,61 1 

1,409,911 

598,122 

87,858 

■ 

430 

■ 

■ 

Wetterau  (Mar) 

246,623 

1,239,150 

1 14,006 

13,828 

137 

1.16 

43 

68 

Weyerhaeuser  (Dec) 

5,238,692 

4,535,814 

4,283,643 

321,487^ 

427 

412 

294 

478 

Wheelabrator-Frye  (Dec) 

1,930,636 

1,299,673 

890,468 

55,300 

■ 

469 

■ 

■ 

Wheeling-Pittsburgh  Steel  (Dec) 

983,372 

1,084,052 

81,753 

14,67$ 

■ 

265 

379 

299 

Whirlpool  (Dec) 

1,074,521 

2,243,181 

697,582 

101,699 

■ 

290 

■ 

466  i 

White  Consolidated  Industries  (Dec) 

1,160,096 

2,057,336 

323,895 

57,009 

471 

■ 

■ 

■ 

Whitney  Holding  (Dec) 

1,744,375 

170,470 

211,761 

25,321 

■ 

390 

■ 

464 

Whittaker  (Oct) 

784,533 

1,396,225 

444,034 

57,5CM 

498 

206 

■ 

■ 

24Wickes  Companies  (Jan) 

1,600,000E 

2,876,973 

186,894 

8,27d 

■ 

■ 

465 

457 

Willamette  Industries  (Dec) 

802,879 

940,200 

532,872 

58,85S 

340 

286 

179 

218 

Williams  Companies  (Dec) 

2,380,001 

2,072,686 

1,404,506 

138,696 

■ 

81 

380 

326 

Winn-Dixie  Stores  (lune) 

903,709 

5,388,979 

694,934 

91,95(1 

406 

494 

■ 

360 

Wisconsin  Electric  Power  (Dec) 

2,030,241 

1,007,145 

446,513 

82,488 

■ 

447 

■ 

■ 

Witco  Chemical  (Dec) 

630,984 

1,175,695 

265,648 

40,954 

241 

59 

365 

185 

F  W  Woolworth  (Jan) 

3,171,894 

7,218,176 

741,312 

160,915 

79 

50 

33 

30 

Xerox  (Dec) 

7,349,200  . 

8,196,500 

5,058,420 

619,200 

■ 

484 

■ 

490 

Zale  (Mar) 

718,002 

1,041,699 

311,334 

54,02$ 

■ 

■ 

351 

■ 

Zapata  (Sept) 

991,652 

636,966 

758,928 

43,62* 

■ 

351 

■ 

■ 

Zayre  (Jan) 

560,737 

1,594,235 

110,458 

18,015| 

■ 

'  444 

■ 

■ 

Zenith  Radio  (Dec) 

655,354 

1,185,918 

367,809 

26,36(| 

486 

■ 

■ 

■ 

Zions  Utah  Bancorporation  (Dec) 

1,651,536 

183,720 

104,906 

17,039 

■  Not  on  500  list. 

"Formerly  Wickes. 

E:  Estimate. 
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 Share  data 

1980  

Earnings 

Cash 

before 

Market 

1  i  UMlUtl   \  ■  I 

flow 

outstanding 

Where 

Ticker  ex 

traordinary 

price 

Corporate 

employees 

($000) 

(000) 

traded 

symbol 

items 

Dividends 

(Dec.  31) 

headquarters 

(000| 

Chief  executive 

15,164 

2,999 

NASDAQ 

USTC 

3.38 

1.90 

21'/4 

New  York,  NY 

1.5 

Daniel  P  Davison 

539,975 

43,665 

NYSE 

UTX 

7.28 

2.20 

61 

Hartford,  Conn 

199.0 

Harry  J  Gray 

^43,930 

71,081 

NYSE 

UT 

2.47 

1.56 

17'/4 

Westwood,  Kan 

29.5 

Paul  H  Henson 

45,608 

5,389 

NASDAQ 

UVBK 

5.83 

1.60 

267s 

Richmond,  Va 

4.5 

Joseph  A  Jennings 

127,062 

29,967 

NYSE 

UPI 

5.71 

1.86 

67'/2 

Kalamazoo,  Mich 

21.5 

Ray  T  Parfet  Jr 

183,578 

22,242 

NYSE 

USH 

3.57 

0.71 

24% 

New  York,  NY 

4.4 

Gordon  E  Crosby  Jr 

•01,544 

39,833 

NYSE 

UTP 

2.35 

1.88 

16Vs 

Salt  Lake  City,  Utah 

4.0 

Harry  Blundell 

91,454 

22,112 

NYSE 

VLO 

2.44 

0.15 

38% 

San  Antonio,  Tex 

1.4 

William  E  Greehey 

83,058 

10,158 

NASDAQ 

VNBK 

5.26 

1.45 

35% 

Phoenix,  Anz 

6.8 

Gilbert  F  Bradley 

(91,803 

99,954 

NYSE 

VEL 

1.93 

1.40 

10% 

Richmond,  Va 

10.1 

T  Justin  Moore  Jr 

40,044 

7,085 

NASDAQ 

VNAT 

2.93 

1.08 

13>/2 

Norfolk,  Va 

4.3 

Clifford  A  Cutchins  III 

24,609 

11,433 

NYSE 

VMC 

6.04 

2.00 

41% 

Birmingham,  Ala 

6.0 

W  Houston  Blount 

62,670 

14,078 

NYSE 

WB 

3.08 

0.91 

18Vs 

Winston-Salem,  NC 

5.9 

John  G  Medlin  Ji 

74,274 

32,340 

NYSE 

WMT 

1.73 

0.19 

30'/i 

Bentonville,  Ark 

27.0 

Sam  M  Walton 

24,824 

2,534 

NASDAQ 

WALD 

4.27 

none 

14 

Central  Islip,  NY 

6.0 

Ira  Waldbaum 

49,060 

7,183 

NYSE 

WAG 

5.12 

1.62 

38% 

Deerfield,  111 

28.0 

Charles  R  Walgreen  III 

98,139 

56,162 

ASE 

WAN  B 

1.00 

0.09 

41 

Lowell,  Mass 

11.7 

An  Wang 

88,138 

55,206 

NYSE 

WCI 

2.38 

0.47 

387s 

New  York,  NY 

9.4 

Steven  J  Ross 

.91,960 

79,661 

NYSE 

WLA 

2.41 

1.32 

20'/s 

Morris  Plains,  NJ 

56.0 

Ward  S  Hagan 

132,857 

10,233 

NYSE 

WNT 

3.40 

0.99 

25% 

Evanston,  111 

6.4 

Stanley  P  Hutchison 

07,262 

13,134 

NYSE 

WMX 

4.31 

0.80 

91 'A 

Oak  Brook,  111 

9.2 

Dean  L  Buntrock 

42,746 

22,878 

NYSE 

WFC 

5.33 

1.87 

28  '/2 

San  Francisco,  Cal 

17.5 

Richard  P  Cooley 

71,757 

4,832 

NYSE 

WPM 

9.32 

3.00 

42'A 

West  Point,  Ga 

23.4 

Joseph  L  Lanier  Jr 

90,595 

37,632 

NYSE 

WBC 

5.70 

1.79 

36 

Los  Angeles,  Cal 

30.1 

Joseph  J  Pinola 

04,885 

22,147 

NYSE 

WSN 

2.48 

0.19 

56% 

Fort  Worth,  Tex 

4.6 

H  E  Chiles 

771 

2,171 

ASE 

WFN 

1.35 

0.52 

18 

Phoenix,  Ariz 

0.8 

Gary  H  Driggs 

82,745 

15,738 

NYSE 

WU 

1.80 

1.40 

24% 

Upper  Saddle  River,  NJ 

12.6 

Robert  M  Flanagan 

40,800 

84,873 

NYSE 

wx 

4.71 

1.40 

29% 

Pittsburgh,  Pa 

145.5 

Robert  E  Kirby 

70,920 

16,968 

NYSE 

w 

5.20 

1.54 

35% 

New  York,  NY 

15.7 

David  L  Luke  III 

23,160 

7,415 

NASDAQ 

WETT 

1.83 

0.70 

15% 

Hazelwood,  Mo 

3.4 

Ted  C  Wetterau 

50,418 

125,528 

NYSE 

WY 

2.47 

1.30 

34'/s 

Tacoma,  Wash 

45.7 

George  H  Weyerhaeuser 

69,232 

16,921 

NYSE 

WFI 

4.31 

1.40 

52% 

Hampton,  NH 

25.0 

Michael  D  Dingman 

53,199 

3,893 

NYSE 

WHX 

2.85 

none 

21 

Pittsburgh,  Pa 

12.1 

Dennis  J  Carney 

37,499 

36,238 

NYSE 

WHR 

2.81 

1.40 

19% 

Benton  Harbor,  Mich 

23.1 

John  H  Platts 

93,740 

13,288 

NYSE 

WSW 

3.94 

1.40 

24% 

Cleveland,  Ohio 

30.5 

Roy  H  Holdt 

34,139 

2,139 

OTC 

_ 

11.84 

4.63 

99 

New  Orleans,  La 

0.8 

Patrick  A  Deianey 

77,411 

15,052 

NYSE 

WKR 

3.90 

1.00 

29% 

Los  Angeles,  Cal 

16.0 

Joseph  F  Alibrandi 

NA 

13,844 

NYSE 

WIX 

0.50 

1.04 

13'/2 

San  Diego,  Cal 

43.2 

Emil  L  McNeely 

04,990 

14,802 

NASDAQ 

WMTT 

3.98 

1.36 

36 

Portland,  Ore 

8.5 

Gene  D  Knudson 

87,188 

29,725 

NYSE 

WMB 

5.07 

1.10 

47!4 

Tulsa,  Okla 

7.6 

Joseph  H  Williams 

74,682 

25,858 

NYSE 

WIN 

3.42 

1.80 

2678 

Jacksonville,  Fla 

60.7 

Bert  L  Thomas 

01,418 

20,068 

NYSE 

WPC 

3.53 

2.49 

22l/4 

Milwaukee,  Wise 

6.1 

Charles  S  McNeer 

76,426 

9,005 

NYSE 

WIT 

4.50 

1.50 

29V2 

New  York,  NY 

6.6 

William  Wishnick 

25,000 

29,952 

NYSE 

Z 

5.30 

1.75 

24% 

New  York,  NY 

196.5 

Edward  F  Gibbons 

14,700 

84,483 

NYSE 

XRX 

7.33 

2.70 

597s 

Stamford,  Conn 

118.1 

C  Peter  McCoIough 

64,402 

11,270 

NYSE 

ZAL 

4.50 

1.10 

27% 

Dallas,  Tex 

19.0 

Donald  Zale 

91,229 

20,864 

NYSE 

ZOS 

2.19 

0.24 

36% 

Houston,  Tex 

7.5 

B  John  Mackin 

43,180 

5,198 

NYSE 

ZY 

3.42 

0.24 

21% 

Framingham,  Mass 

28.5 

Maurice  Segall 

49,228 

18,862 

NYSE 

ZE 

1.40 

0.60 

\9V2 

Glenview,  111 

25.2 

Revone  W  Kluckman 

23,814 

3,357 

NASDAQ 

ZION 

4.74 

1.04 

31 'A 

Salt  Lake  City,  Utah 

1.6 

Roy  W  Simmons 

share  data  adjusted  for  stock  splits  and  stock  dividends  through  May  11,  1981.    NA:  Not  available 

neral  Notes:  1 )  Sales  figu 

res  exclude  excise  taxes.  2)  Market  Value  is  derived  by  multiplying  the  Dec  31,  1980  closing  price  of  the  common  stock  by  the  number  of  shares 

standing  at  that  date  3)  Cash  Flow  is 

total  funds  provided  from  operations  (including  discontinued  operations)  before  extraordinary  items  4)  1980  figures  were  used  for 

se  February  fiscal  year  companies  for  which  1981  results  were  not  available  at  press  t 

me. 
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The  concept  is  becoming  a 
reality  at  Tiger  International* 


In  the  70's  investors  followed  specific 
industries:  airline,  railroad,  and  trucking. 
Today,  the  transportation  industry  is 
changing. 

The  change  began  in  1978,  when  the 
U.S.  Government  began  deregulating 
certain  segments  of  the  industry.  What 
followed  was  an  opportunity  for  a  company 
to  integrate  various  modes  of  transportation. 

Tiger  International  was  quick  to 
recognize  the  opportunity  and  move  toward 
an  entirely  new  industry  concept— total 
transportation.  A  concept  which  allows  for 
greater  efficiencies,  economies  and  growth 
potential. 

Today,  we  are  Flying  Tigers,  the  world's 


largest  air  cargo  airline;  North  American  Car, 
one  of  the  nation's  most  innovative  railcar 
service  companies;  Hall's  Motor  Transit,  a 
major  U.S.  trucking  company;  and  TigerAir, 
a  growing  international  aviation  service 
and  supply  company. 

Tiger  International  is  a  blend  of  companies 
that  balances  cash  needs  with  cash  flows  and 
labor  and  capital  intensities. 

We  are  moving  forward  in  the  80's.  Follow 
our  involvement  toward  total  transportation 
and  you  will  be  following  the  leader. 

To  learn  more  about  us,  write  or  call: 
Michael  Croft,  Tiger  International, 1888 
Century  Park  East,  Los  Angeles,  California 
90067,  (213)  552-6340. 


INTERNATIONAL 

FLYING  TIGERS  ■  NORTH  AMERICAN  CAR  ■  HALLS  MOTOR  TRANSIT  ■  TIGERAIR 

GROWING  TOGETHER  FOR  TOTAL  TRANSPORTATION 


RANKING  THE  FORBES  500'S-JOBS  AND  PRODUCTIVITY 


ou  're  wondering  whether  the  auto  industry  is  really  that  sick — or 
oil  industry  really  that  healthy — take  a  look  at  what  happened  to 
le  of  the  nation's  largest  employers  in  1980. 


Jobs:  The  squeeze 
comes  home 

he  818  largest  U.S.  employers  listed  below — every  ($142,500),  Southland  Royalty  ($119,800)  and  Felmont  Oil 
company  that  made  at  least  one  of  the  four  Forbes  500  ($117,100).  Exxon's  $32,000  was  moderate  in  comparison, 
lists — employed  a  total  of  22.6  million  men  and  women  Take  a  look,  too,  at  a  tale  of  four  retailers.  Two,  F.W. 
:  U.S.  and  abroad  last  year.  Woolworth  and  J.C.  Penney,  are  strikingly  similar  in  work 
>  are  where  the  squeeze  comes  home.  If  you  want  to  see  force — 196,500  for  Woolworth,  194,000  for  Penney.  But  Pen- 
happened  to  the  auto  industry,  look  at  the  big  three,  ney  got  half  again  the  sales  and  profits  per  employee  in  1980. 
her,  General  Motors,  Ford  and  Chrysler  had  190,000  Now  consider  Federated  Department  Stores  and  R.H.  Macy. 
employees  in  1980  than  in  1979.  Macy  is  only  a  little  over  a  third  the  size  of  Federated,  but 
Tofit  per  employee,  the  top  five  were  all  small  oil  compa-  productivity  of  the  two  track  closely:  $54,000  in  per-employee 
Pogo  Producing,  with  a  profit  of  $329,500  for  each  of  its  sales  for  Federated,  $52,700  for  Macy;  $2,400  to  $2,300  in 
nployees,  and  Mesa  Petroleum,  with  a  profit  of  $146,300  profits.  Net  margins  track,  too — 4.4%  to  4.3%.  Moral:  Good 
ich  of  its  651  employees.  Then  came  Supron  Energy  management  and  productivity  are  not  a  function  of  size. 


■  ■ 

Employees  Per  employee  ($000)   Employees  Per  employee  ($000)   ! 


Company 

(000) 

Sales  (rank) 

Profits 

(rank) 

Assets 

rank) 

Rank 

Company 

(000) 

Sales 

rank) 

Profits 

(rank) 

Assets 

rank) 

American  Tel  &  Tel 

1,044.0 

48.6 

(762) 

5.8 

(433) 

120.2 

(407) 

26 

Union  Carbide 

116.1 

86.1 

(502) 

5.8 

(433) 

83.2 

(472) 

General  Motors 

746.4 

77.3 

(559) 

-1.0 

(803) 

46.2 

(652) 

27 

Gulf  &  Western  Inds 

116.0 

46.0 

(781) 

2.2 

(682) 

46.7 

(647) 

Ford  Motor 

426.7 

86.9 

(495) 

-3.6 

809) 

57.0 

(581) 

28 

Kroger 

115.0 

897 

(474) 

0.8 

(775) 

17.4 

(809) 

General  Electric 

402.0 

62.1 

(670) 

3.8 

;56i) 

46.0 

(653) 

29 

Halliburton 

113.6 

73.3 

(587) 

4.4 

(531) 

41.6 

(684) 

Sears  Roebuck 

390.0 

64.4 

(650) 

1.5 

731) 

72.2 

(515) 

30 

PepsiCo 

111.0 

53.8 

(732) 

26 

(651) 

30.8 

(755) 

Intl  Tel  &  Tel 

358.0 

66.5 

(636) 

2.5 

(658) 

79.3 

(484) 

31 

Rockwell  Intl 

108.2 

63.8 

(656) 

2.6 

(651) 

41.0 

(688) 

IBM 

341.3 

76.8 

(561) 

10.4 

(238) 

78.2 

(487) 

32 

Boeing 

106.3 

88.7 

(487) 

5.6 

(448) 

55.8 

(589) 

K  mart 

256.0 

55.5 

(718) 

1.0 

767) 

23.8 

(782) 

33 

Tenneco 

106.0 

124.8 

(292) 

6.8 

(384) 

130.7 

(397) 

Mobil 

212.8 

279.7 

(  90) 

13.2 

187) 

153.7 

(380) 

34 

Firestone 

96.8 

50.1 

(754) 

-1.3 

(805) 

32.2 

(745) 

General  Tel  &  Elec 

201.0 

49.6 

(757) 

2.4 

665) 

98.1 

(437) 

35 

Trans  World 

96.4 

52.1 

(744) 

0.2 

(794) 

33.1 

(739) 

Jnited  Technologies 

199.0 

61.9 

(675) 

2.0 

(694) 

36.8 

(712) 

36 

TRW 

96.0 

51.9 

(747) 

2.2 

(682) 

29.7 

(763) 

F  W  Woolworth 

196.5 

36.7 

(804) 

0.8 

775) 

16.1 

(812) 

37 

Honeywell 

95.9 

51.3 

(749) 

2.9 

633) 

40.6 

(691) 

J  C  Penney 

194.0 

58.5 

(700) 

1.2 

754) 

30.2 

(758) 

38 

Chrysler 

92.6 

99.6 

(398) 

-18.5 

815) 

71.5 

(517) 

Exxon 

176.6 

584.0 

(  25) 

32.0 

[  50) 

320.3 

(310) 

39 

W  R  Grace 

91.7 

66.5 

(636) 

3.1 

615) 

47.6 

(639) 

Safeway  Stores 

149.4 

101.1 

(391) 

0.8 

775) 

22.3 

(790) 

40 

Bethlehem  Steel 

89.2 

75.6 

(569) 

1.4 

741) 

58.4 

(574) 

United  States  Steel 

149.2 

83.7 

(514) 

3.1 

(615) 

78.8 

(485) 

41 

Sperry 

89.1 

53.7 

(734) 

3.1 

(615) 

47.8 

(638) 

Westinghouse  Elec 

145.5 

58.5 

(700) 

2.8 

642) 

46.8 

(646) 

42 

Consolidated  Foods 

88.6 

60.3 

(688) 

1.4 

741) 

25.5 

(777) 

Goodyear 

144.5 

58.5 

(700) 

1.4 

(741) 

37.2 

(708) 

43 

Beatrice  Foods 

88.0 

94.2 

(438) 

3.3 

600) 

45.2 

(658) 

E  I  du  Pont 

135.9 

100.5 

1395) 

5.3 

472) 

70.4 

(524) 

44 

Texas  Instruments 

87.8 

46.4 

(778) 

2.4 

665) 

27.5 

(772) 

RCA 

133.0 

60.2 

(690) 

2.4 

665) 

53.7 

(598) 

45 

Intl  Harvester 

87.2 

72.4 

(591) 

-4.6 

811) 

67.0 

(537) 

Eastman  Kodak 

129.5 

75.2 

(573) 

8.9 

(278) 

67.5 

(535) 

46 

Minn  Mining  &  Mfg 

86.9 

70.0 

(607) 

7.8 

(329) 

58.1 

(577) 

ARA  Services 

120.0 

23.4 

(816) 

0.5 

784) 

9.1 

(818) 

47 

Caterpillar  Tractor 

86.4 

99.6 

(398) 

6.5 

395) 

70.6 

(522) 

Xerox 

118.1 

69.4 

(611) 

5.2 

473) 

62.2 

(557) 

48 

General  Dynamics 

84.4 

56.2 

(714) 

2.3 

;674) 

28.9 

(769) 

McDonald's 

117.0 

18.7 

(817) 

1.9 

699) 

22.6 

(786) 

49 

Schlumberger 

83.1 

58.8 

(698) 

12.0 

;205) 

63.1 

(553) 

ederated  Dept  Stores 

116.6 

54.0 

(729) 

2.4 

665) 

30.7 

(756) 

50 

McDonnell  Douglas 

82.6 

73.4 

(586) 

1.8 

705) 

47.2 

(643) 
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RANKING  THE  FORBES  500'S-JOBS  AND  PRODUCTIVITY 


Rank 


Employees  

Company     (OOO)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


-Per  employee  ($000)- 


51 

BankAmerica 

82.3 

146.6 

(231) 

7.8 

(329J 

1355.6 

I  65) 

52 

R  J  Reynolds  Inds 

81.5 

103.7 

(372) 

8.2 

(308) 

90.3 

(458) 

53 

Dart  &  Kraft 

80.0 

117.7 

(313) 

4.8 

[498) 

58.2 

(576) 

54 

Bendix 

78.5 

49.2 

(758) 

2.4 

(665) 

37.2 

(708) 

55 

Raytheon 

77.9 

64.3 

(652) 

3.6 

(580) 

37.6 

(705) 

56 

Household  Finance 

77.5 

79.8 

(540) 

1.8 

(705) 

88.3 

(461) 

57 

Litton  Industries 

75.4 

56.3 

(713) 

3.9 

(551) 

43.3 

(672) 

58 

Johnson  &  Johnson 

74.3 

65.1 

(645) 

5.4 

(462) 

45.0 

(660) 

59 

Motorola 

73.9 

41.9 

(797) 

2.5 

(658) 

28.6 

(770) 

60 

Philip  Morris 

72.0 

101.8 

(385) 

8.0 

(319) 

102.3 

(430) 

61 

Singer 

71.0 

39.2 

(800) 

0.5 

(784) 

21.5 

(794) 

62 

UAL 

70.9 

71.1 

(599) 

0.3 

(792) 

57.0 

(581) 

63 

Lockheed 

70.6 

76.5 

(562) 

0.4 

(788) 

34.6 

(728) 

64 

CSX 

70.0 

69.2 

(613) 

4.0 

(544) 

107.5 

(426) 

65 

Ralston  Purina 

69.8 

70.0 

(607) 

2.3 

(674) 

32.2 

(745) 

66 

NCR 

68.0 

48.9 

(759) 

3.7 

(571) 

49.5 

(627) 

67 

City  Investing 

67.3 

80.0 

(537) 

1.6 

(724) 

114.2 

(417) 

68 

Texaco 

66.7 

767.0 

(  19) 

33.6 

(  42) 

396.0 

(275) 

69 

Marriott 

66.5 

25.8 

(814) 

1.1 

(760) 

18.3 

(806) 

70 

May  Dept  Stores 

66.0 

48.1 

(767) 

1.8 

(705) 

34.2 

(731) 

70 

Burlington  Inds 

66.0 

43.9 

(790) 

1.2 

(754) 

32.1 

(747) 

72 

General  Mills 

65.1 

64.0 

(653) 

2.6 

(651) 

30.9 

(754) 

73 

Lucky  Stores 

65.0 

99.5 

(400) 

1.4 

(741) 

21.5 

(794) 

74 

LTV 

63.6 

125.9 

(286) 

2.0 

(694) 

63.4 

(552) 

75 

Great  Atl  &  Pac  Tea 

63.0 

106.1 

(357) 

-0.1 

(798) 

19.5 

(803) 

76 

Monsanto 

62.9 

104.5 

(367) 

2.4 

(665) 

92.2 

(452) 

77 

American  Stores 

62.0 

103.5 

(373) 

0.8 

(775) 

20.9 

(800) 

78 

Owens-Illinois 

61.4 

63.7 

(659) 

2.4 

(665) 

50.0 

(623) 

79 

IC  Industries 

61.3 

67.5 

(628) 

2.0 

(694) 

60.2 

(565) 

80 

Deere 

61.0 

89.6 

(477) 

3.7 

(571) 

85.2 

(467) 

81 

Textron 

61.0 

55.4 

(720) 

1.4 

(741) 

35.9 

(719) 

82 

Winn-Dixie  Stores 

60.7 

88.8 

(486) 

1.5 

731) 

14.9 

(814) 

82 

Procter  &  Gamble 

60.7 

177.5 

(182) 

10.6 

233) 

108.0 

(424) 

84 

Pillsbury 

59.5 

51.0 

(750) 

1.8 

705) 

33.3 

(737) 

85 

Armco 

58.8 

96.5 

(423) 

4.5 

1523) 

64.7 

(546) 

86 

Continental  Group 

58.3 

97.0 

(419) 

3.8 

;56i) 

91.3 

(454) 

87 

Gulf  Oil 

58.3 

454.6 

(  39) 

24.2 

83) 

320.0 

(311) 

88 

McDermott 

58.0 

56.6 

(712) 

1.5 

73 1 ) 

61.2 

(563) 

89 

Burroughs 

57.3 

49.9 

755) 

1.4 

741) 

67.3 

(536) 

90 

Control  Data 

57.1 

66.7 

634) 

2.5 

658) 

115.1 

(415) 

91 

Dow  Chemical 

56.8 

186.9 

(168) 

14.2 

174) 

203.0 

(356) 

92 

Burlington  Northern 

56.7 

69.7 

610) 

3.9 

551) 

92.9 

(449) 

93 

Interco 

56.4 

42.0 

[795) 

2.2 

682) 

26.1 

(774) 

94 

Warner-Lambert 

56.0 

62.1 

670) 

3.4 

592) 

52.7 

(604) 

95 

Borg-Warner 

55.2 

48.4 

764) 

2.3 

674) 

34.4 

(730) 

96 

Carter  Hawley  Hale 

55.0 

47.9 

769) 

1.1 

760) 

30.0 

(759) 

97 

Hewlett-Packard 

54.7 

56.7 

(711) 

4.9 

491) 

42.8 

(678) 

98 

Southern  Pacific 

54.3 

52.7 

742) 

2.9 

633) 

98.2 

(435) 

99 

Standard  Oil  Ind 

54.3 

481.3 

35) 

35.3 

39) 

371.4 

(287) 

100 

Eaton 

54.1 

58.8 

698) 

2.1 

690) 

42.6 

(679) 

101 

Allied  Stores 

54.0 

42.6 

(794) 

1.6 

724) 

30.0 

(759) 

102 

Emerson  Electric 

53.8 

57.0 

710) 

4.4 

531) 

35.9 

(719) 

103 

Citicorp 

53.7 

264.6 

97) 

9.3 

268) 

2140.0 

1  30) 

104 

Atlantic  Richfield 

53.4 

444.6 

43) 

30.9 

52) 

311.0 

(315) 

105 

General  Foods 

53.0 

112.4 

333) 

4.8 

498) 

56.2 

(586) 

Employees 

 Per  employee  ($000)  

Rank  Company 

(000) 

Sales 

rank) 

Profits 

(rank) 

Assets  (; 

105 

Kidde 

53.0 

47.9 

(769) 

1  6 

ou.u 

107 

Dresser  Industries 

52.8 

76.1 

(567) 

4  9 

(491 ) 

o*t.y 

108 

American  Brands 

52.5 

81.5 

[530) 

7.7 

(333) 

75.7 

109 

Greyhound 

52  3 

91.2 

XA  4 

110 

Signal  Companies 

51.7 

83.9 

(513) 

3.2 

(608) 

60.0 

111 

United  Brands 

51.2 

73.5 

(584) 

0.6 

(781) 

24.7 

112 

American  Can 

51.0 

94.4 

(436) 

1.7 

171  71 

55.3 

113 

Digital  Equipment 

50.0 

47.4 

(772) 

5.0 

(486) 

53.3 

114 

American  Home  Prod 

49.8 

76.2 

(566) 

8.9 

(278) 

47.6 

115 

Associated  Dry  Goods 

49.8 

39  2 

(800) 

1.0 

(767) 

20.5 

116 

Melville 

49.7 

46.9 

(775) 

2.3 

(674) 

1  7.9 

117 

American  Standard 

49.1 

54.5 

(725) 

3.2 

(608) 

32.1 

118 

Sun  Company 

48.8 

265.2 

1  96) 

14.8 

(169) 

224.5 

1 19Pan  Am  World  Airways 

48.6 

82.7 

(521) 

1.7 

17171 

69.3 

120 

Colgate-Palmolive 

48.2 

106.4 

(356) 

3.6 

(580) 

53.5  | 

1  7  1 
i  L  I 

Levi  Strauss 

48.0 

59.2 

(696) 

4.7 

(508) 

30.3  | 

1  77 
ILL 

Teledyne 

47.8 

82.0 

(525) 

7.1 

(360) 

107.6 

1  73 
I  Z  3 

Ingersoll-Rand 

47.4 

62.7 

(667) 

3.4 

(592) 

53.3  | 

1  74 

Allied  Corp 

46.9 

117.7 

(313) 

6.2 

(408) 

96.8  1 

125 

Combustion  Engnrng 

46.3 

68.0 

(621) 

2.5 

(658) 

51.7  | 

1  7  A. 

International  Paper 

46.0 

109.5 

(345) 

6.8 

(384) 

1 12.9  i 

1  77 

ML/ 

Hospital  Corp  of  Am 

46.0 

26.8 

(813) 

1.8 

(705) 

35.0  | 

Weyerhaeuser 

45.7 

99.2 

(403) 

7.0 

(366) 

1 14.6  | 

Alcoa 

45.6 
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53.9  i 

155 

Eastern  Air  Lines 
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39.1 
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(  71) 

13.0 
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28.6 
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1.7 

717) 

33.9  ( 
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39.0 

109.4 

347) 

1.4 

741) 

33.0  ' 

160 

Borden 

38.4 

119.7 

308) 

3.9 

551) 

68.8  ( 

300 
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Just  another  way  of  saying  versicherung. 


Insurance.  When  you  are  doing  business  in  another 
country,  language  is  only  the  first  barrier  to  getting  the  right 
coverage.  And,  when  you  are  faced  with  the  awesome  task 
of  doing  business  in  China,  there's  an  even  greater  need  for  an 
experienced  insurance  interpreter.  At  Chubb,  our  international 
insurance  expertise  has  given  us  the  skills  for  understanding 
the  unique  insurance  situations  and  customs  in  China. 

Write  to  our  International  Division  for  the  Chubb 
Insurance  in  China  handbook.  It  will  make  the  topic  a  bit 
more  scrutable  for  you. . 


CHUBB 

Group  of  Insurance  Companies 

100  William  Street,  New  York,  N.Y.  10038 

Chubb  is  proud  to  play  a  part  in  bringing  you  The  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


RANKING  THE  FORBES  HOTS-JOBS  AND  PRODUCTIVITY 


Employees  Per  employee  ($000]  

Hank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (rank) 


Rank 


Employees  :  Per  employee  ($000)  

Company     (000)      Sales  (rank)  Profits  (rank)  Assets  ( 
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1NDING  AN  EDGE  FOR 

HE  LONG-TERM  BORROWER 

V  A  SHORT-TERM  WORLD. 


■alive  thinking  leads  to  the  mobilization 
apital  to  sen>e  First  Boston's  customers. 
Robert  L.  Loverd 

Today's  fixed-rate  bond  market  is  so 
atile  that  investors  around  the  world 
abandoning  the  bond  market  in  favor 
uch  relatively  safe  havens  as  short- 
n  government  bills  or,  at  the  other 
reme,  such  high-risk/high-reward 
Tnatives  as  stock  options,  currency 
jres  and  commodities. 

rhe  Eurobond  financing  alternative 
become  too  substantial  to  ignore." 

Against  this  background,  the  Euro- 
id  market  has  experienced  surprisingly 
idy  growth.  New-issue  volume  grew 
n  $14.1  billion  in  1978  to  $23.9  billion 
980.  Equally  significant,  new  issues 
U.S.  corporations  rose  from  $1 . 1 
ion  in  1978  to  $4.1  billion  in  1980. 
ite  simply,  from  the  viewpoint  of  an 
lerican  corporate  borrower,  the 
obond  financing  alternative  has 
ome  too  substantial  to  ignore. 

The  factors  triggering  this  dramatic 
rease  in  new  issues  by  U.S.  corpora- 
is  are  speed  of  execution  and  lower 
rowing  costs.  The  ability  to  move 
Etly  may  have  a  greater  impact  on 
limizing  borrowing  costs  than  does 
credit  standing  of  the  issuer.  Not  only 
te  Eurobond  market  free  of  time- 
suming  regulatory  reviews,  but 
lerwriters  are  accustomed  to  making 
l  commitments  within  a  matter  of 
irs,  thereby  materially  reducing  the 
rower's  time  exposure  to  mercurial 
'kets. 

Moreover,  foreign  investors  fre- 
ntly  have  different  investment  criteria 
n  their  domestic  counterparts.  Euro- 
ns  examine  the  overall  prestige  of  the 
er  in  addition  to  its  credit  ratings, 
consider  currency  values  as  well  as 
;rest  rate  movements.  These  factors 
ilt  in  overseas  market  opportunities 
:  enable  well-informed  borrowers 
ealize  substantial  net  cost-of-money 
mgs.  The  key,  of  course,  is  timing. 

Through  our  alliance  with  Credit 
>se  First  Boston  (CSFB),  we  continu- 
ly  search  for  opportunities  to  arbi- 
;e  capital  markets.  To  link  the  needs 
J.S.  borrowers  and  overseas  lenders, 
have  created  such  innovative  secur- 

>  as  the  deferred-purchase  note  (DPN) 
floating  rate  notes  with  warrants 
iched,  both  of  which  attract  foreign 
;stors  and,  at  the  same  time,  benefit 

.  borrowers. 

Essentially,  a  DPN  is  a  leveraged 
jrity.  At  the  time  of  the  initial 
;ring,  the  investor  puts  up  only,  say, 
a  of  the  principal  amount  of  the 
ids,  but  that  25%  is  impacted  in  the 

laging  Director  Bob  Loverd  is  also 
Director  of  International  Finance  at  our 

>  York  headauarters:  20  Exchange  Place, 

>  York,  NY  10005.  Phone:  (212)825-5790. 


secondary  trading  market 
as  though  it  were  the  full 
amount.  If,  for  example,  a 
conventional  issue  were  to 
move  from  100  to  105,  the 
market  value  of  a  DPN  would 
move  from  25  to  30.  Were  bond 
prices  to  decline,  the  reverse 
would  occur.  In  effect,  a  $25 
million  investment  becomes 
the  equivalent  of  $100  million 
in  terms  of  market  exposure. 

The  leveraged  nature  of  the 
DPN  entices  investors  seeking 
higher  risks  and  higher  rewards  back 
into  the  fixed-rate  bond  market.  Beyond 
enjoying  an  enlarged  investor  universe, 
the  corporate  borrower  may  benefit  in 
two  significant  ways.  If  investors  do  not 
subscribe  to  the  remaining  75%  of 
their  original  purchase  commitments, 
the  issuer  is  not  required  to  repay  the 
first  25%.  And,  because  of  the  leveraged 
nature  of  the  offering,  investors  are 
willing  to  accept  a  lower  coupon  than 
would  be  the  case  in  a  conventional  non- 
leveraged  offering. 

"Leveraged  securities  bring  higher-risk 
investors  back  into  the  fixed-rate  bond 
markets."  

CSFB  has  already  executed  DPN 
offerings  outside  the  United  States  for 
Alcoa  of  Australia,  General  Motors 
Corporation  and  J.C.  Penney  Financial 
Corporation.  CSFB  s  creative  structuring 
of  a  new  security,  its  ability  to  commit 
capital  and  its  willingness  to  take  a  stand 
on  markets  are  best  illustrated  by  the 
Penney  transaction.  When  the  New  York 
bond  market  closed  strongly  on  Friday, 
October  3, 1980,  First  Boston  concluded 
that  the  rally  might  not  be  sustained 
when  American  markets  opened  on 
Monday.  Working  over  the  weekend, 
CSFB  purchased  outright  and  initially 
for  its  own  account  $100  million  of  12%% 
5'/2  -year  DPNs  and,  together  with  five 
international  underwriters,  distributed 
those  securities  outside  the  United  States 
prior  to  the  opening  in  New  York  on 
Monday.  The  bottom  line:  Penney 
Financial  completed  a  financing  with  a 
yield  of  60  basis  points  over  5-year  U.S. 
Treasuries,  whereas  the  same  transaction 
completed  in  the  United  States  would 
have  required  a  premium  over  Treasuries 
in  excess  of  150  basis  points. 

Together  with  CSFB,  our  Inter- 
national Finance  Group  is  continuing  to 
devise  creative  securities  that  finan- 
cially benefit  both  the  borrower  seeking 
fixed-rate  funds  and  the  investor  looking 
for  a  means  to  protect  his  capital. 

IP  First  Boston 

Investment  Bankers 


RANKING  THE  FORBES  500'S-JOBS  AND  PRODUCTIVITY 


Employees  Per  employee  ($000)  

Rank  Company     (000|      Sales  |rank|  Profits  (rank)  Assets  (rank) 


271  Campbell  Taggart  23.0  48.3(765)  1.6(724)  19.3  (804) 

272  GK  Technologies  23.0  51.7(748)  3.1(615)  31.9  (750) 
272  Gannett  23.0  52.8  (740)  6.6  (391)  52.7  (604) 

274  Continental  Corp  22.9  149.0(227)  8.4(300)  358.1  (293) 

275  Hercules  22.9  108.4  (352)  5.0  (486)  82.4  (476) 


276  NL  Industries  22.7  93.2(449)  7.4(348)  78.1  (489) 

277  Armstrong  World  Inds  22.6  58.4(704)  2.1(690)  39.4(694) 

278  Tektronix  22.6  43.0  (792)  3.8  (561)  37.3  (707) 

279  Cummins  Engine  22.5  74.0(581)  -0.5(800)  49.6(625) 

280  Standard  Oil  Ohio  22.5  489.5  (  32)  80.4  (    7)  536.4  (224) 

281  Carnation  22.4  144.3  (237)  6.9  (373)  70.9  (519) 

282  Timken  22.2  60.2  (690)  4.2  (539)  46.3  (649) 

283  Tandy  22.0  62.9  (665)  5.1  (477)  32.3  (743) 
283  Square  D  22.0  45.4(785)  3.8(561)  33.7(733) 
283  Missouri  Pacific  22.0  101.7(386)  7.5(339)  124.1(401) 


286  Baker  International  21.7  71.2(598)  6.4(401)  64.5(548) 

287  Upjohn  21.5  82.1(524)  7.9(325)  77.5(492) 

288  US  Industries  21.4  53.6(736)  1.0(767)  38.6(697) 

289  Southern  Railway  21.3  76.9(560)  8.5(295)  148.6(384) 

290  Kellogg  21.3  101.1(391)  8.7(287)  55.5(591) 


291  Roadway  Express  21.2  54.5(725)  3.3(600)  27.6(771) 

292  SmithKline  21.2  83.6(515)  14.5(172)  73.3(508) 
203  Koppers  21.0  91.7(462)  2.6(651)  65.9(542) 

294  Olin  21.0  88.2(491)  1.6(724)  73.8(507) 

295  American  Intl  Group  20.8  130.3(274)  13.6(182)  331.7(302) 

295  Black  &  Decker  20.8  69.1(616)  4.3(535)  56.9(583) 

297  Chesebrough-Pond's  20.6  66.9  (632)  4.9  (491)  44.6  (663) 

298  Becton,  Dickinson  20.6  45.7(783)  3.1  (615)  40.8(690) 

299  Parker-Hannifin  20.6  49.7  (756)  2.7  (647)  31.8  (751) 

300  Scott  Paper  20.5  101.6(389)  6.5(395)  98.2  (435) 


301  A  MAX  20.4  144.7  (236)  23.1  (  89)  258.8  (334) 

302  ENSERCH  20.2  133.6  (264)  7.4  (348)  108.5  (422) 

303  Duke  Power  19.6  85.8(504)  15.9(156)  322.7(307) 

304  Continental  Tel  19.5  64.9(647)  6.3(405)  164.1  (372) 

305  Crane  19.3  79.3  (544)  2.2  (682)  52.1  (607) 


306  Zale  19.0  54.8  (723)  2.8  (6421  37.8  (702) 

307  Ryder  System  19.0  89.2(482)  3.0(626)  86.7(462) 

308  Cities  Service  18.9  411.0(52)  25.2(77)  282.8(323) 

309  AMP  18.9  61.1  (682)  6.9  (373)  49.2  (629) 

310  United  States  Gypsum  18.8  78.3(550)  5.0(486)  59.1  (571) 

311  Marshall  Field  18.8  53.9(731)  1.1(760)  35.8(721) 

312  Libbey-Owens-Ford  18.7  62.0  (673)  1.5  (731)  48.3  (636) 

313  Fairchild  Industries  18.7  48.5(763)  2.9(633)  43.2(673) 

314  Amer  Medical  Intl  18.4  29.2(811)  1.8(705)  29.6(764) 

315  GDSearle  18.3  59.3(695)  4.7(508)  61.9(559) 


316  Natl  Medical  Entrprs  18.1  33.7(807)  1.6(724)  32.9(741) 

317  Diamond  Intl  18.1  70.9(601)  2.2(682)  52.1  (607) 

318  Anheuser-Busch  Cos  18.0  182.7(175)  9.5(264)  135.8(394) 

319  Evans  Products  18.0  79.0(547)  2.3(674)  49.3(628) 

320  Cessna  Aircraft  18.0  55.5(718)  1.6(724)  32.3(743) 


321  ,  Polaroid  18.0  80.6  (535)  4.7  (508)  77.4  (494) 

322  Mercantile  Stores  18.0  61.6(679)  2.4(665)  36.3(715) 
322  MCA  18.0  78.0  (555)  7.0  (366)  137.6  (391) 

324  Union  Oil  California  18.0  554.8(26)  36.0(37)  376.3(284) 

325  Chemical  New  York  17.9  240.8(112)  9.7(257)  2314.9(25) 


Employees  Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  (r 


326 

Alco  Standard 

17.8 

125.8 

(287) 

2.9 

(633) 

41.6  ( 

327 

Rexnord 

17.6 

61.5 

(681| 

2.4 

(665) 

45.1  1 

328 

Revco  D  S 

17.5 

62.4 

(669) 

2.2 

(682) 

21.0  | 

329 

Wells  Fargo 
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330 

Foremost-McKesson 

17.4 

210.4 

(137) 

3.8 

(561) 

69.1  ( 

331 

Getty  Oil 

17.3 

586.1 

(  23) 

50.3 

(  21) 

477.3  ( 

332 

Anderson,  Clayton 

17.3 

98.4 

(410) 

3.0 

(626) 

50.0  ( 

333 

Oscar  Mayer 

17.0 

104.3 

(369| 

1.3 

(748) 

35.8  ( 

334 
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335 

Clark  Equipment 

17.0 

90.6 

(469) 

3.1 

(615) 

61.3  ( 

336 

Ex-Cell-O 

16.8 

60.6 

(686) 

3.0 

(626) 

41.9 

337 

Sherwin-Williams 

16.8 

75.2 

(573) 

1.5 

(731) 

45.7  ( 

338 

Super  Valu  Stores 

16.6 

253.0 

( 103) 

3.3 

(600) 

35.7  ( 

Foster  Wheeler 
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340 

Commonwlth  Edison 

16.4 

202.3 

(148) 

23.2 

(  88) 

677.6  ( 

341 

Union  Camp 

16.3 

96.8 

(420) 

10.1 

(243) 

101.5  \ 

342 

Whittaker 

16.0 

87.3 

(493) 

3.6 

(580) 

49.0  (I 

342 

Fisher  Foods 

16.0 

88.3 

(489) 

0.4 

(788) 

21.3  (| 

1  A 

Harsco 
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345 

Amer  Natl  Resources 

16.0 

190.1 

(162) 

7.4 

(348) 

274.2  J 

346 

Akzona 

15.9 

66.2 

(640) 

0.3 

(792) 

53.2  | 

347 

Intel 

15.9 

53.7 

(734) 

6.1 

(414) 

48.2  j 

348 

Ethyl 

15.9 

109.8 

(343) 

5.7 

(443) 

76.2  ( 
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Westvaco 

15.7 

89.5 

(478) 

5.6 

(448) 

73.1  1 

351 

Crocker  National 

15.7 

128.0 

(281) 

6.1 

(414| 

1216.4 

352 

Sundstrand 

15.6 

59.4 

(693) 

5.1 

(477) 

50.4  | 

353 

Fuqua  Industries 

15.6 

102.0 

(384) 

4.0 

1544) 

55.4  j 

3  C  A 

334 

Knight-Ridder  News 
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355 

Hughes  Tool 

15.3 

78.8 

(548| 

8.6 

(291) 

90.9  ( 

356 

Marathon  Oil 

15.2 

536.5 

I  291 

24.9 

|  80| 

330.8  1 

357 

Crown  Cork  &  Seal 

15.2 

96.0 

(426) 

4.8 

(498) 

57.4 

358 

Air  Prods  &  Chems 

15.2 

93.5 

(443| 

7.6 

(335) 

115.2 

359 

Phelps  Dodge 
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360 

Louisiana-Pacific 

15.0 

79.7 

(542) 

4.0 

(544) 

74.3 

360 

First  Natl  Supermkts 

15.0 

91.0 

(468) 

0.4 

(788) 

13.9 

362 

Petrolane 

14.9 

95.4 

(431) 

5.0 

(4861 

47.3 

363  R  R  Donnelley  &  Sons 

14.8 

75.1 

(575) 

4.7 

(508) 

52.1 

364 

Marsh  &  McLennan 

1  A 

14. o 

/1A  3 

i  770) 

A  o 
o.y 

\o  f  Of 

70  7 

365 

Perkin-Elmer 

14.6 

68.2 

(619) 

4.7 

(508) 

50.7 

366 

Lincoln  National 

146 

184.8 

(1711 

10.8 

(232) 

581.4 

367 

So  New  England  Tel 

14.4 

57.3 

(709| 

5.4 

(462) 

123.4 

368 

Texas  Utilities 

14.4 

151.1 

(225) 

20.7 

;i02) 

455.4 

369 

McGraw-Hill 

14.2 

f\J.6 

(oUo) 

A  1 

0. 1 

/  A  1  A  1 

[414| 

D  J.Z 

370 

Connecticut  General 

14.2 

371.8 

(  60| 

22.3 

92) 

11?9.0 

371 

Braniff  Intl 

14.2 

102.4 

(379) 

-9.3 

(813) 

78.1 

372 

Dravo 

14.2 

78.7 

(549) 

1.5 

731) 

48.4 

373 

National  Distillers 

•14.0 

122.1 

(301) 

7.4 

348) 

119.9 

373 

Giant  Food 

14.0 

106.0 

(359) 

1.3 

748) 

25.0 

375 

Data  General 

13.9 

47.1 

(773) 

3.9 

551) 

46.3 

376 

NLT 

13.8 

54.2 

(728) 

9.6 

259) 

319.9 

377 

Cincinnati  Milacron 

13.8 

59.4 

693) 

5.5 

455) 

45.6 

378 

So  Calif  Edison 

13.5 

271.1 

;  94) 

23.5 

86| 

572.6 

379 

National  Gypsum 

13.5 

61.9 

[675) 

4.5 

523) 

59.6 

380 

Stauffer  Chemical 

13.4 

126.9 

283) 

10.2 

242) 

158.1 

304 


FORBES,  MAY  1 


The  Bell  System  is  giving 
American  orchestras  a  hand. 


RANKING  THE  FORBES  500S-J0DS  AND  PRODUCTIVITY 


Rank 


Employees  

Company     (OOO]      Sales  (rank)  Profits  (rank)  Assets  (rank) 


-Per  employee  ($000)- 


Rank 


381 

ACF  Industries 

13.3 

77.6 

(557) 

3.4 

(592) 

83.6 

(471) 

382 

Rohm  &  Haas 

13.2 

130.5 

(273) 

7.1 

|360) 

93.8 

|448| 

383 

Joy  Manufacturing 

13.2 

70.8 

(602) 

4.5 

(523) 

55.7 

(590) 

384 

Central  Tel  &  Uiils 

13.1 

68. 1 

(620) 

7. 1 

(360) 

144.0 

13871 

385 

Engelhard  Minerals 

13.1 

2028.2 

(  2) 

40.7 

1  31) 

481.0 

(241) 

386 

Pennwalt 

13.0 

91.2 

(466) 

3.3 

(600) 

63.7 

(551) 

387 

Rollins 

13.0 

30.8 

(809) 

2.7 

(647) 

21.6 

(793) 

388 

Dillingham 

12.9 

105.6 

(360) 

3.0 

(626) 

61.6 

(560) 

389 

Pub  Svc  Elec  &  Gas 

12.8 

233.8 

( 1  1  H) 

21.5 

(  97) 

525.1 

12291 

390 

Amer  Broadcasting 

12.8 

176.3 

(184) 

11.4 

(219| 

110.2 

(420) 

391 

Northwest  Airlines 

12.7 

128.6 

(279) 

0.6 

(781) 

120.2 

(407| 

392 

ASARCO 

12.7 

143.1 

(242) 

17.0 

(138) 

161.0 

(374) 

393 

American  Natl  Ins 

12.7 

52.1 

(744) 

5.4 

(462) 

228.3 

(352) 

394 

Diamond  Shamrock 

12.7 

248.4 

(106) 

15.9 

(156) 

220.7 

13541 

395 

Western  Union 

12.6 

63.1 

(662) 

3.0 

(626| 

141.6 

(389) 

396 

Consumers  Power 

12.6 

183.2 

(174) 

17.8 

(129) 

499.1 

(234) 

397 

Dover 

12.6 

66.5 

(636) 

5.8 

(433) 

37.8 

(702) 

398 

Crouse-Hinds 

12.5 

60.3 

(688) 

3.4 

(592) 

32.1 

(747) 

399 

PACCAR 

12.5 

134.4 

(261) 

6.5 

(395) 

62.0 

1558) 

400 

Gt  Northern  Nekoosa 

12.4 

110.8 

(339) 

8.0 

(319) 

97.6 

(439) 

400 

Newmont  Mining 

12.4 

71.1 

(599) 

15.9 

(156) 

116.7 

(411) 

402 

National  Can 

12.3 

125.8 

(287) 

4.5 

(523) 

66.2 

(540) 

403 

Continental  Illinois 

12.3 

384.8 

(  56) 

18.4 

(121) 

3433.9 

(  9) 

404 

Bankers  Trust  N  Y 

12.2 

302.8 

1  831 

1 7.5 

(131) 

2803.6 

1  15) 

405 

Wheeling-Pitts  Steel 

12.1 

89.3 

(481) 

1.2 

(754) 

81.0 

(480) 

406 

Beckman  Instruments 

12.1 

45.4 

(785) 

3.0 

(626) 

44.1 

(666) 

407 

Hershey  Foods 

12.1 

110.7 

(341) 

5.1 

(477) 

56.7 

(584) 

408 

Northwest  Bancorp 

12.0 

123.0 

(299) 

9.4 

(267) 

1197.9 

(  84) 

409 

National  Tea 

12.0 

101.6 

(389) 

0.7 

1779) 

22.6 

(786) 

409 

Avnet 

12.0 

105.6 

(360) 

6.0 

(421) 

51.6 

1613) 

409 

Middle  South  Utils 

12.0 

195.2 

(155) 

16.3 

(153) 

611.2 

(205) 

409 

Hammermill  Paper 

12.0 

98.6 

(407) 

3.4 

(592) 

59.5 

(570) 

409 

St  Joe  Minerals 

12.0 

106.6 

(355) 

9.8 

(253) 

147.1 

(386) 

414 

Auto  Data  Processing 

1 1.9 

38.3 

(8021 

3.2 

|608) 

30.0  (759) 

415 

Genuine  Parts 

11.7 

122.3 

(300) 

5.8 

|433) 

45.0 

(660) 

416 

Wang  Laboratories 

11.7 

46.6 

(777) 

4.5 

(523) 

49.6 

(625) 

417 

Bausch  &  Lomb 

11.6 

50.2 

(753) 

4.5 

(523) 

35.6 

(724) 

418 

First  Natl  Boston 

11.5 

202.9 

(147) 

8.9 

(278) 

1386.8 

I  59) 

418 

Houston  Natural  Gas 

1 1.5 

205.0 

[145) 

17.1 

137) 

164.4 

(371) 

418 

Amsted  Industries 

1 1.5 

79.6 

(543) 

6.2 

408) 

39.4 

(694) 

421 

Texas  Gas  Transmn 

11.5 

194.2 

[156) 

8.3 

(303) 

132.9 

(395) 

422 

General  Public  Utils 

1 1.4 

160.1 

;212) 

1.8 

705) 

440.7 

(258) 

423 

Columbia  Gas  Sys 

11.4 

319.0 

|  76) 

15.0 

167) 

338.8 

(299) 

424 

)  P  Morgan 

1 1.3 

456.8 

'  38) 

30.2 

531 

4590.8 

(  3) 

425 

Tiger  International 

11.3 

135.0 

260) 

3.7 

571) 

243.7 

(345) 

426 

St  Paul  Companies 

11.2 

166.5 

(202) 

9.8 

253) 

379.0 

(282) 

427 

Safeco 

11.2 

117.6 

,315) 

9.6 

259) 

234.3 

(347) 

428 

Foxboro 

11.2 

45.5 

784) 

2.9 

633) 

37.6 

(705) 

429 

Farmers  Group 

11.2 

43.0 

792) 

9.6 

259) 

126.3 

(400) 

430 

Florida  Power  &  Lt 

11.1 

211.8 

136) 

17.9 

128) 

495.5 

(237) 

431 

Kerr-McGee 

11.1 

314.6 

78) 

16.5 

151) 

253.9 

(338) 

432 

Kaiser  Steel 

11.0 

80.2 

536) 

17.4 

134) 

123.3 

(405) 

433 

Food  Fair 

1 1.0 

102.2 

381) 

1.2 

754) 

33.3 

(737) 

433 

CBI  Industries 

1 1.0 

62.0 

673) 

6.2  (408) 

70.9 

(519) 

435 

Detroit  Edison 

10.8 

167.1 

198) 

17.4 

134| 

529.3 

(226) 

Employees  Per  employee  ($000)  

Company     (000)      Saks  (rank)  Profits  (rank)  Assets 


436 

Interlake 

10.8 

97.4 

(415) 

1.3 

(748) 

64.9 

437 

Santa  Fe  Intl 

10.8 

111.8 

(334) 

7.5 

(339) 

129.8 

438 

Fed-Mart 

10.8 

98.3 

(412) 

-0.6 

(801) 

29.0 

439 

First  Chicago 

10.6 

322.1 

1  751 

5.9 

(428) 

2707.0  j 

440 

Intl  Minerals  &  Chem 

10.6 

168.8 

(193| 

13.8 

1179) 

174.4 

441 

Charter 

10.5 

430.3 

(  44) 

4.8 

(498) 

166.3  ; 

442 

Smith  International 

10.5 

74.8 

(577) 

7.5 

(339) 

78.6 

443 

Central  Soya 

10.5 

166.6 

(201) 

3.3 

(600) 

62.9 

444 

Kemper 

10.4 

140.4 

(248) 

8.0 

(319) 

267.1 

445 

Iowa  Beef  Processors 

10.4 

447.1 

(  40) 

5.1 

(477) 

49.1 

446 

InterNorth 

10.3 

295.6 

(  85) 

20.6 

(105) 

339.2 

447 

Pennzoil 

10.2 

242.3 

(111) 

30.1 

(  54) 

252.9 

448 

Marine  Midland  Bks 

10.2 

181.5 

(176) 

5.5 

(455) 

1 706.2 

449 

Potlatch 

10.2 

80.0 

(537) 

4.8 

(498) 

99.7 

450 

Va  Electric  &  Power 

10.1 

209.8 

(138) 

23.9 

(  84) 

642.5 

451 

U  S  Air 

10.0 

96.7 

(421) 

6.0 

(421) 

71  2 

452 

Baldwin-United 

10.0 

94.0 

(440) 

5.4 

(462) 

259.1 

452 

Richardson-Vicks 

10.0 

92.9 

(453) 

7.4 

(348) 

69.2 

454 

First  Bank  System 

97 

137.4 

(257) 

1 1.5 

(214) 

1385.2 

455 

Bally  Manufacturing 

9.7 

69.9 

(609) 

5.5 

(455) 

67.8 

456 

Peabody  Intl 

97 

70.5 

(603) 

1.8 

(705) 

46.3 

456 

Crum  &  Forster 

9.7 

199.2 

(153) 

16.6 

(150) 

401.7 

458 

Lone  Star  Industries 

9.7 

93.8 

(442) 

6.1 

(414) 

108.4 

459 

Niagara  Mohawk  Pwr 

97 

183.7 

(173) 

16.8 

(143) 

393.6 

460 

Cameron  Iron  Works 

9.7 

72.2 

(593) 

8.1 

(315) 

83.9 

461 

Phila  Electric 

9.6 

220.4 

(129) 

23.6 

(  85) 

592.0 

462 

GATX 

9.6 

103.2 

(375) 

6.9 

(373) 

250.7 

463  Deluxe  Check  Printers 

9.5 

44.9 

(789) 

4.7 

(508) 

27.1 

464 

Adolph  Coors 

9.5 

93.5 

(443) 

6.8 

(384) 

94.1 

464 

Eastern  Gas  &  Fuel 

9.5 

105.6 

(360) 

5.8 

(433) 

107.4 

466 

Storage  Technology 

9.4 

63.9 

(655) 

4.8 

(498) 

78.2 

467 

Pacific  Lighting 

9.4 

352.7 

(  67) 

11.3 

(222) 

282.1 

468 

Reliance  Group 

9.4 

143.7 

(241) 

8.4 

(300) 

285.2 

468 

Masco 

9.4 

81.5 

(530) 

8.2 

(308) 

917 

470 

Warner  Commun 

9.4 

220.3 

(130) 

14.7 

(170) 

189.2 

471 

Shearson  Loeb  Rhoads 

9.3 

70.5 

(603) 

6.0 

(421) 

244.9 

471 

Dean  Witter  Reynolds 

9.3 

76.3 

(564) 

3.9 

(551) 

201.9 

473 

E  F  Hutton  Group 

9.3 

121.7 

(303) 

8.9 

(278) 

508.8 

474 

Waste  Management 

9.2 

60.8 

(684) 

5.9 

;428) 

62.4 

475 

Irving  Bank 

9.2 

189.2 

(165) 

9.3 

,268| 

1966.3 

476 

Alleghany 

9.0 

129.5 

(276) 

6.0 

(421) 

372.6 

477 

Baltimore  Gas  &  Elec 

8.7 

141.4 

(245) 

16.1 

155) 

354.4 

478 

U  S  Fidelity  &  Gty 

8.7 

260.5 

(100) 

26.4 

69) 

491.0 

479 

Parsons 

8.6 

89.9 

(473) 

3.1 

615) 

33.5 

480 

Intl  Multifoods 

8.5 

118.4 

(312) 

2.2 

682) 

50.6 

481 

Willamette  Inds 

8.5 

110.2 

(342) 

6.9 

373) 

94.1 

482 

Borman's 

8.5 

117.3 

(316) 

0.0 

797) 

17.1 

483 

Houston  Industries 

-  8.4 

281.9 

(  88) 

21.9 

94) 

527.9 

484 

Amerada  Hess 

8.4 

938.7 

(  10) 

64.4 

10) 

703.3 

485 

Central  &  South  West 

8.3 

207.5 

(142) 

22.2 

93) 

505.6 

486 

American  General 

8.3 

276.1 

I  91) 

20.2 

107) 

878.7 

486 

El  Paso 

8.3 

426.9 

1  47) 

-36.5 

818) 

360.3 

488 

Peoples  Energy 

8.3 

365.6 

62) 

167 

146) 

398.6 

489 

SEDCO 

8.1 

45.8 

782) 

4.7 

508) 

82.5 

490 

George  A  Hormel 

8.1 

163.0 

207) 

4.0 

544) 

43.9 

306 




FORBES,  MAY  I 


hen 


>nvo 
archi 


here. 


15 

L               Canada             r/y£  ^ 

y — ^/f 

US  A  \ 

In  fact,  it  starts  here.  When  you  do 
business  with  Canadian  Imperial 
Bank  of  Commerce,  North  America's 
eighth  largest  bank. 

Our  bank  can  offer  you  a  sizable 
amount  easily.  And  fast. 

How?  We  have  more  than  $55 
billion  in  assets.  $34  billion  out  on 
loan.  And  the  expertise  that  comes 
from  doing  business  in  the  United 
States  since  1872. 

Our  headquarters  are  in  Toronto, 
but  you'll  find  us  well  represented  in 
the  United  States.  We  have  offices  in 
New  York,  Chicago,  Atlanta,  Dallas, 
Los  Angeles,  San  Francisco, 
Portland,  Seattle  and  Pittsburgh. 
What's  more,  we  have  a  complete 
international  network  in  place. 

Big.  Knowledgeable.  Convenient. 
That's  Canadian  Imperial  Bank  of 
Commerce.  Shouldn't  you  start  to 
know  us  better? 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


North  Americas  eighth  largest  bank  belongs  on  your  short  list. 

Head  Office  Commerce  Court.  Toronto.  M5L  1A2.  Canada  •  Offices  in  New  York*  Chicago  -  Atlanta  •  Dallas'  Los  Angeles  ■  San  Francisco*  Portland  •  Seattle  ■  Pittsburgh 


RANKING  THE  FORBES  500'S-JOBS  AND  PRODUCTIVITY 


Employees 

 Per  employee  ($000)  

Rank  Company 

(000) 

Sales 

rank) 

Profits  (rank] 

Assets 

(rank) 

491 

Pacific  Pwr  &  Lt 

8.0 

122.1 

(301) 

16.8  (143) 

'  445.4 

(256) 

491 

Fleming  Companies 

8.0 

352.6 

I  68) 

2.6  (651) 

43.2 

(673) 

493 

Amstar 

8.0 

161.1 

(210) 

3.9  (551) 

76.1 

(498) 

494 

Paine  Webber 

7.9 

112.9 

(330) 

-0.9  (802) 

441.3 

(257) 

495 

Ray chem 

7  O 

58.9 

l"V  '  I 

4  6  (517) 

51.5 

(615) 

496 

Seafirst 

7.7 

134.3 

(262) 

8.8  (284) 

1242.1 

(  73) 

497 

Pa  Power  &  Light 

7.6 

115.8 

1319) 

23.5  |  86) 

562.5 

(217) 

498 

Chubb 

7.6 

170.0 

(188) 

13.9  (177) 

361.3 

(290) 

498 

Cabot 

7.6 

184.7 

(172) 

20.1  (109) 

152.7 

(381) 

498 

Bache  Group 

7  A 

81.8 

/  ^kl 

\  jZoJ 

390  3 

(278) 

498 

Williams  Companies 

7.6 

272.7 

(  93) 

18.2  (126) 

313.2 

(3 1 4) 

502 

Northeast  Utilities 

7.6 

175.2 

(185) 

11.7  (211) 

479.9 

(243) 

503 

Consol  Natural  Gas 

7.5 

3.32.6 

|  72) 

15.7  (161) 

363.5 

(289) 

504 

Zapata 

7.5 

84.9 

(508) 

5.8  (433) 

132.2 

(396) 

504  Alexander  &  Alexander 

7  5 

54.9 

/  .  J   |  JJ7  j 

89  8 

(459) 

506 

Ohio  Edison 

7.4 

146.2 

(232) 

18.3  (124) 

538.3 

(223) 

507  Advanced  Micro  Devcs 

7.3 

30.9 

(808) 

3.2  (608) 

22.6 

(786) 

508 

Centex 

7.3 

145.8 

(233) 

4.6  (517) 

123.6 

(403) 

509 

Bank  of  New  York 

7.2 

153.1 

(221) 

6.8  (384| 

1447.8 

(  55) 

510 

Clark  Oil  &  Refining 

7  2 

226. 1 

11911 

(1Z1| 

A  1    Id  1  d\ 

67  8 

(533) 

511 

No  States  Power 

7.2 

161.7 

(209) 

15.5  (162) 

381.5 

(280) 

512 

Malone  &  Hyde 

7.1 

261.2 

1  99) 

3.5  (586) 

48.8 

(633) 

512 

Gulf  United 

7.1 

95.0 

(434) 

11.1  (226) 

308.3 

(318) 

514Twentieth  Century-Fox 

7.0 

120.6 

(305) 

7.8  (329) 

107.3 

(428) 

515 

Gelco 

7.0 

93.5 

(443) 

J.O  l^rOOJ 

274.8 

(325) 

516 

Barnett  Banks  Fla 

7.0 

62.5 

(668) 

5.4  (462) 

636.8 

(199) 

517 

Mellon  National 

6.9 

230.9 

(119) 

16.3  (153) 

2339.5 

|  24) 

518 

Union  Electric 

6.8 

157.4 

(215) 

22.6  (91) 

518.7 

(230) 

519 

Federal  Express 

6.8 

61.0 

(683) 

5.7  (443) 

58.5 

(573) 

520 

Michigan  National 

6.8 

89.0 

c  g  iAiit\ 
o.y  j'+zoj 

846  6 

(154) 

520 

Panhandle  Eastern 

6.8 

363.6 

1  63) 

27.0  (  64) 

474.8 

(247) 

522 

Valley  Natl  Bk  Ariz 

6.8 

89.2 

(482) 

7.9  (325) 

846.1 

(155) 

523 

Witco  Chemical 

6.6 

177.5 

(182) 

6.2  (408) 

95.2 

(443) 

524 

Capital  Holding 

6.6 

83.3 

(517) 

13.6  (182) 

395.7 

(276| 

525 

NBD  Bancorp 

6  5 

156.5 

\  Z  1  Of 

1  1.4  [Z 1  y\ 

1  OD  1 .7 

(  46) 

526 

Sanders  Associates 

6.5 

43.2 

(791) 

2.9  (633) 

36.2 

(717) 

527 

Coastal  Corp 

6.5 

787.3 

1  16) 

16.9  (141) 

633.0 

(200) 

528 

Texasgulf 

6.5 

168.2 

(195) 

44.2  (  28) 

310.2 

(317) 

529 

Geosource 

6.5 

68.3 

(618) 

5.1  (477) 

47.2 

(643) 

530 

Flickinger 

6  4 

165.5 

nn:l 

\  iUo } 

1  1  (7^A1 
i  .z  i  / 

">  l  l 

Z  1 .  1 

(798) 

531 

Washington  National 

6.4 

136.7 

(258) 

5.8  |433) 

475.5 

(246) 

532 

First  City  Bancorp 

6.4 

167.1 

(198) 

14.0  (176) 

1774.8 

(  41) 

532 

Carolina  Pwr  &  Lt 

6.4 

169.3 

( 1 89) 

25.4  (  74) 

667.7 

(194) 

534 

Capital  Cities  Coram 

6.3 

74.7 

(578) 

11.2  (223) 

82.3 

(477) 

535 

Public  Service  Colo 

o.z 

185.3 

lo.O  |  1  oL) 

(294) 

536 

No  Indiana  Pub  Svc 

6.2 

219. 1 

(131) 

1 1.6  (212) 

407.2 

(270) 

537 

Jefferson-Pilot 

6.1 

131.0 

(270) 

15.0  (167) 

478.3 

(244) 

538 

Wisconsin  Elec  Pwr 

6.1 

165.4 

(204) 

13.5  (185| 

333.4 

(301) 

539  Texas  Commerce  Bshs 

6.1 

169.2 

190) 

16.7  (146) 

1857.0 

1  38) 

540 

Vulcan  Materials 

6.0 

124.8 

292) 

11  6  17171 

11''   \  —  J  —  J 

98. 1 

(437) 

541 

Waldbaum 

6.0 

")  1  1  o 

135) 

1.8  (705) 

36.7 

(713) 

541 

Parker  Drilling 

6.0 

63.8 

656) 

6.6  (391) 

77.5 

(492) 

543 

BancOhio 

6.0 

85.4 

506) 

1.3  (748) 

834.9 

(156) 

544 

Wachovia 

5.9 

93.5 

443) 

8.2  (308) 

957.6 

(125) 

545 

First  Intl  Bshs 

5.8 

236.5 

(117) 

20.2  (107) 

2357.7 

(  23) 

Rank 


Employees  

Company     (000)      Sales  (rank)  Profits  (rank)  Assets  Iran 


-Per  employee  ($000)- 


546 

Kaneb  Services 

5.8 

111.3  (337) 

12.3 

(203) 

359.7 

(29 

547 

M/A-Com 

5.8 

55.4  (720) 

4.3 

(535) 

42.0  (68i 

548 

MAPCO 

5.8 

304.4  (81) 

21.0 

(100) 

254.3 

(33 

549 

Southeast  Banking 

5.8 

104.0  (371) 

8.2 

(308) 

1009.2 

111 

550 

Republic  of  Texas 

5.8 

216.6  (132) 

15.1 

(166| 

2062.0 

(  3 

551 

So  Natural  Resources 

5.7 

306.4  (  80) 

24.5 

(  81) 

374.9 

(28 

552 

W  W  Grainger 

5.7 

137.5  (256) 

8.6 

(291) 

72.6 

(51 

553 

Allegheny  Power 

5.6 

206.1  (144) 

18.4 

(121) 

535.1 

(22 

554 

Long  Island  Lighting 

5.6 

227.3  (120) 

36.5 

(  36) 

697.5 

H«l 

555 

Citizens  &  Sthrn  Ga 

5.6 

82.0  (525) 

6.3 

(405) 

772.9 

(17 

556 

U  S  Bancorp 

5.6 

93.9  (441) 

10.3 

(239) 

869.2 

(141 

557 

Archer  Danls  Midland 

5.6 

501.3  (  31) 

20.7 

(102) 

244.3 

(34 

558 

Rainier  Bancorp 

5.6 

102.2  (381) 

7.0 

(366) 

937.1 

(1.1 

559 

Liberty  Natl  Ins  Hold 

5.6 

85.5  (505) 

1 1.8 

(209) 

398.1 

(27 

560 

Datapoint 

5.5 

57.9  (708) 

6. 1 

14141 

40.6 

(69 

561 

Texas  Eastern 

5.5 

776.9  (  17) 

40.0 

(  32) 

602.7 

|2G 

562 

Big  Three  Industries 

5.5 

120.1  (307) 

15.8 

(159) 

148.5  (38 

563 

New  England  Electric 

5.5 

199.1  (154) 

13.9 

1177) 

387.1 

(27 

564 

Bucyrus-Erie 

5.4 

94.4  (436) 

8.9 

(278) 

115.5 

(411 

565 

GEICO 

5.4 

134.2  (  263) 

1 1.0 

(229) 

272.5 

(32 

566 

Arizona  Public  Serv 

5.4 

141.8  (243) 

26.5 

(  68) 

542.2 

(22 

567 

Sysco 

5.4 

222.1  (126) 

3.8 

(561) 

51.1 

|61 

568 

Ohio  Casualty 

5.4 

158.2  (214) 

12.9 

(193) 

257.3  (32 

569 

Potomac  Elec  Power 

5.3 

161.1  (210) 

19.6 

(111) 

451.0  (251 

570 

Consolidated  Papers 

5.3 

96.7  (421) 

10.0 

(246) 

73.3 

(5C 

571 

Superior  Oil 

5.3 

285.1  |  87) 

63.7 

(  12) 

659.0 

(is 

572 

Sigmor 

5.2 

253.1  (102) 

9.2 

(273) 

86.3 

[46 

573 

Tymshare 

5.2 

45.4  (785) 

3.6 

(580) 

36.3 

(71 

574 

Equitable  of  Iowa 

5.1 

79.1  (545) 

3.7 

(571) 

341.9 

(2S 

574 

Dow  Jones 

5.1 

104.1  (370) 

1 1.5 

(214) 

77.8 

145 

576 

Cleveland  Elec  Ilium 

5.0 

178.8  (181) 

25.1 

|  78) 

619.3 

W 

577 

Cincinnati  G  &  E 

5.0 

191.7  (159| 

18.1 

(127) 

454.2 

[2; 

578 

Philadelphia  Natl 

5.0 

132.7  (266) 

8.1 

(315) 

1251.2 

(  5 

579 

NCNB 

4.8 

153.6  (219) 

9.8 

(253) 

1485.3 

(  - 

580 

Mallinckrodt 

4.8 

92.0  (460) 

7.5 

(339) 

74.3 

(5C 

581 

Ark  Louisiana  Gas 

4.8 

203.0  (146) 

15.3 

(164) 

254.1 

(32 

582 

Entex 

4.8 

202.3  (148) 

7.5 

(339) 

436.3 

(2 

583 

Sun  Banks  of  Florida 

4.8 

68.0  (621) 

5.7 

(443) 

690.9 

118 

584 

San  Diego  Gas  &  Elec 

4.8 

201.1  (150) 

10.9 

;230) 

415.7 

(2f 

585 

Walter  E  Heller  Intl 

4.7 

164.1  (206) 

9.1 

1276) 

1218.0 

1  : 

586 

NICOR 

4.7 

370.1  |  61) 

21.6 

(  96) 

432.7 

(2« 

587 

Gearhart  Industries 

4.7 

50.9  (751) 

5.7 

;443| 

50.1 

(6; 

588 

Murphy  Oil 

4.7 

422.2  (  48) 

32.3 

(  48) 

495.6 

12: 

588 

Public  Service  Ind 

4.7 

138.6  (253) 

26.3 

70) 

603.0  (2C 

590 

First  Security 

4.6 

85.4  (506) 

8.2 

308) 

777.3 

lie 

591 

Maryland  National 

4.6 

90.6  (469) 

6.6 

391) 

880.3 

ui 

592 

DEKALB  AgResearch 

4.6 

118.5  (311) 

9.5 

264) 

174.6  |3( 

593 

Western  Co  No  Amer 

4:6 

99.7  (397) 

114 

219) 

157.3 

|3- 

594 

First  Pennsylvania 

4.5 

166.8  (200) 

-36.2 

817) 

1213.2 

1 

595 

AmeriTrust 

4.5 

125.2  (289) 

11.5 

214) 

1238.5 

1 

596 

Natomas 

4.5 

292.4  (  86) 

46.3 

26) 

399.6 

[2] 

596 

Teleprompter 

4.5 

45.2  (788) 

5.2 

473) 

85.6 

(4( 

598 

Duquesne  Light 

4.5 

154.5  (217) 

20.8 

101) 

547.4  (2: 

599 

United  Va  Bankshares 

4.5 

82.3  (523) 

7.0 

366) 

774.3 

11 

600 

Colonial  Penn  Group 

4.5 

179.7  (177) 

11.9 

207) 

232.6 

13' 

308 
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MAI 

MAKES 
COMPUTERS 

AND 


And  that  makes  MAI  —  Management 
i  Assistance  Inc.  —  one  of  the  most 
promising  computer  companies  around 

Why?  Because  by  befriending 
small  business,  we've  put  ourselves 
squarely  in  the  $4  billion  small- 
computer  market  —  forecast  to 
approach  $10  billion  by  1985. 

Way  back  in  1970,  we  rec- 
ognized that  harried  business 
owners  would  want  not  just 
computers,  but  solutions  to 
their  problems.  They  needed  a 
friend.  So  MAI  has  always  made 
a  point  of  understanding  each 
business  and  really  working  to 
meet  its  needs. 

That  means  we  provide  not 
only  the  right,  easy-to-use 
Basic  Four -  information  sys- 
tem, but  we  can  also  provide 
tailor-made  programs,  operator 
training  and  other  aids.  Be- 
yond that,  we  back  our  systems 
with  fast,  dependable  service 
through  our  Sorbus  Service  Division. 

Does  being  a  friend  pay?  More 
than  1 1,000  Basic  Four  systems  have 
been  installed  worldwide.  We're  solidly 


positioned  not  only  in  the  small  busi- 
ness computer  market,  but  also  in  the 
burgeoning  $6  billion  service  market. 

So  it's  nice  that  we  can  help  the 
beleaguered,  overtaxed,  over-regulated 
business  owner.  But  even  nicer  is  the 
fact  that  it's  so  rewarding. 


Basic  Four  -  System  510  makes  it  simple  to  switch  to 
computerized  accounting  or  upgrade  present  computer 
capabilities.  Since  programs  are  written  in  easy-to- 
understand  Business  BASIC,  an  operator  can  learn  to 
use  the  system  in  less  than  a  day. 

To  learn  more  about  what  MAI  does, 
write  for  our  Annual  Report:  Manage- 
ment Assistance  Inc..  560  Lexington 
Avenue,  New  York.  NY  10022. 


MM 


Our  business  is  helping  other  businesses  grow. 


RANKING  THE  FORBES  500'S-JOBS  AND  PRODUCTIVITY 


Employees  Per  employee  ($000]  

Rank  Company     (000|      Sales  |rank|  Profits  (rank|  Assets  (rank] 


601  Nalto  Chemical  4.4  139.8  (251)  16.4(152)'  94.4  |444| 

602  USLIFE  4.4  179.2(179)  19.6(111)  814.0  (160] 

603  A  E  Staley  Mfg  4.3  381.9(57)  17.0(138]  171.1  (368] 

604  HFAhmanson  4.3  318.9  (  77)  11.2(223)  3048.7  (  14] 
604  Medtronic  4.3  62.9  (665)  9.0  (277)  59.7.  (567) 


606  Virginia  Natl  Bshs  4.3  66.9  (6.32)  4.8(498)  629.5(201) 

607  N  Y  State  Elec  &  Gas  4.3  151.7(223)  20.7(102)  439.9(259) 

608  First  Union  4.2  91.4(463)  6.5(395)  774.4(169) 

609  Cox  Broadcasting  4.2  73.2(588)  13.4(186]  109.3(421) 

610  Ideal  Basic  Inds  4.2  108.9(349)  12.5(198]  200.3  (359) 


611  Gulf  States  Utils  4.2  239.1(1161  27.9(62]  695.9(188) 

612  BayBanks  4.2  73.8(582)  6.4(401)  771.0(172) 

613  Lubrizol  4.2  222.1  (126]  26.8  (  66)  156.7  (378) 

614  First  Wisconsin  4.1  124.0(297)  7.2(357)  1091.4(100) 

615  Trust  Co  of  Georgia  4.1  81.8(528)  8.5(295)  753.5(176) 


616  DETROITBANK  4.1  128.8(277)  8.5(295)  1382.4(62) 

617  Florida  Power  4.1  239.2(114)  16.8(143]  553.2(218) 

618  Amdahl  4.0  98.1  (413]  3.8(561)  96.9  (440) 

619  Pacific  Lumber  4.0  72.4(591)  10.5(236]  65.7  (543) 

620  Utah  Power  &  Light  4.0  152.7(222)  26.7(67]  525.7(228) 


621  Boston  Edison  4.0  224.2(123)  16.9(141)  451.2(253) 

622  Illinois  Power  3.9  225. 1  (122)  28.9  (  59)  628.6  (202) 

623  Reading  &  Bates  3.9  104.8(365)  18.5(118)  183.8(364) 

624  Dayton  Power  &  Light  3.9  167.3(197)  16.7(146)  433.6(262) 

625  Manufacturers  Natl  3.9  125.0(290)  7.2(357)  1238.0(75) 


626  Harris  Bankcorp  3.8  189.0(166)  8  0(319)  1798.1  (40) 

627  Alexander  &  Baldwin  3.8  115.1(321)  19.2(114)  174.8  (365) 

628  Fort  Howard  Paper  3.7  106.1(357)  18.3(124]  135.9(393) 

629  Mercantile  Texas  3.7  148.6(229)  12.7(1951  1463.1  (  53) 

630  CBT  3.7  88.5(488)  5.5  (455|  851.2(153) 


631  California  First  Bnk  3.7  102.5(377)  4.9(491)  972.6(120) 

632  Shawmut  3.7  93.0(452)  4.5  (523)  929.1  (131] 

633  Northern  Trust  3.7  167.4(196)  8.5(295)  1590.6  (  49) 

634  Combined  Internatl  3.7  207.1  (143)  26.2  (  71)  352.0  (296) 

635  Intl  Flavors  &  Frag  3.6  124.6(296)  17.6(130)  115.3(413) 


636  Phila  Suburban  3.6  94.1(439)  10.0(246]  118.2(410] 

637  First  Atlanta  3.6  93.1  (451)  6.6(391]  884.5  (142] 

638  Provident  Life  &  Acc  3.6  273.5(92)  18.7(117)  659.7(195) 

639  Oklahoma  Gas  &  Elec  3.5  201.1(150)  18.5(118)  497.1  (235) 

640  Pittsburgh  National  3.5  179.5(178)  13.7(181)  1769.0(42) 


641  Tesoro  Petroleum  3.5  1008.1  (    9)  29.7  (  56)  202.2  (357) 

642  Florida  Natl  Banks  3.5  58.4(704)  4.6(517)  705.3  (185) 

643  AmSouth  Bancorp  3.5  80.9  |534]  8.2(308)  787  4(164) 

644  Girard  3.5  1311  (269)  9.8(253)  1269.0  (  70) 

645  Banco  Popular  PR  3.4  81.9(527)  6.9(373)  767.9  (173) 


646  Wetterau  3.4  362.3(64)  4.0(544]  72.1  (516) 

647  Utd  Energv  Resources  3.4  1213.4  (    6)  48.5(23)  570.6(215) 

648  Industrial  National  3.4  119.1(309)  8.3(303)  1014.9  |1 11) 

649  National  City  3.4  153.8(218)  13.8(179)  1615.7(481 

650  Midlantic  Banks  3.4  91.8(461]  8.3(303)  1009.2  (113) 


651  First  Tennessee  Natl  3.3  88.9(485)  7.1(360)  870.6(147) 

652  So  Carolina  E  &  G  3.3  189.5(164)  19  1(115)  541.6  (222) 

653  Lincoln  First  Banks  3.3  105.1(363)  4.8(498]  1040.4(105] 

654  Mercantile  Bancorp  3.3  141.5(244)  11.5(214)  1407.8(58) 
654  Tidewater  3.3  78.1  (552)  10.0(246]  123.2  (406) 


Employees  Per  employee  ($000)- 


Rank  Company 

|000| 

Sales 

rank] 

Profits 

(rank) 

Assets 

ra 

656 

Prime  Computer 

3.3 

81.3 

(532) 

9.5 

(264) 

70.8 

13 

657 

Bank  of  Virginia 

3.3 

86.2 

(501) 

3.8 

(561) 

734.4  || 

658 

BanCal  Tri-State 

3.3 

1214 

(304) 

5.2 

(473| 

1177.6 

1 

659 

First  &  Merchants 

3.3 

78.3 

|550| 

4.5 

(523) 

705.8 

11 

660 

Commerce  Bancshrs 

3.2 

86.4 

14991 

8.4 

(300) 

856.4 

il 

661 

Fidelity  Union  Bncp 

3.2 

82.9 

(519| 

7.3 

(354) 

1019.5 

1 

662 

First  Union  Bancorp 

3.2 

131.9 

(268) 

9.7 

[257) 

1352.0 

( 

663 

State  Street  Boston 

3.2 

101  7 

(386) 

6.9 

(373) 

953.5 

1 

664 

U  S  Home 

3.2 

343.1 

(  70) 

14.1 

(175) 

229.6 

■> 

665 

Mitchell  Enrgy  &  Dev 

3.1 

223.2 

(124) 

32.3 

(  48) 

378.5 

2 

666 

Banc  One 

3.1 

96.3 

(424) 

10.5 

(236) 

906.2 

1 

667 

Dominion  Bankshares 

3.1 

82.7 

(521) 

6.5 

(395) 

812.4 

1 

668 

ROLM 

3.1 

65.0 

(646) 

5.6 

(448) 

38.1 

|1 

669 

Financial  General 

3.1 

79.1 

(545) 

5.4 

(462) 

795.4 

1 

670 

Flagship  Banks 

3.0 

69.2 

[613) 

7.1 

(360) 

783.3 

1 

671 

Northwestern  Finl 

3.0 

63.8 

(656] 

4.7 

(508) 

590.6 

2 

672 

Portland  Genl  Elec 

3.0 

162.5 

|208) 

28.6 

1  61) 

683.4 

A 

673 

Louisiana  Land 

3.0 

349.6 

|  69] 

59.8 

(  15) 

379.6  (J 

674 

Pioneer 

3.0 

303.2 

(  82) 

30.1 

(  54] 

233.8 

rail 

3.0 

46.9 

17751 

6.3 

(405] 

44.2  [i 

675 

First  Natl  State  Bcp 

3.0 

99.3 

|401) 

7.0 

(366) 

1306.2 

1 

677 

Computervision 

3.0 

75.6 

(569) 

7.9 

(325) 

56.5 

678 

Society 

3.0 

115.1 

(321) 

8.9 

(278) 

1160.4 

[ 

679 

United  Banks  of  Colo 

3.0 

97.1 

(416) 

8.0 

(319) 

927.2  (1 

680 

Fidelcor 

2.9 

1 13.9 

(326) 

3.9 

1551) 

1125.6 

1 

681 

South  Carolina  Natl 

2.9 

58.3 

(707) 

6.2 

(408) 

549.8 

i 

682 

Key  Banks 

2.9 

67.2 

(631) 

5.9 

(428) 

867.5 

683 

PennCorp  Financial 

2.9 

165.2 

(205) 

7.5 

|339) 

782.0 

684 

Huntington  Bshs 

2.9 

95.9 

(427) 

7.9 

1325) 

979.1 

Atlantic  Bancorp 

2.8 

67.8 

(624) 

5.6 

448) 

676.9  ( 

686 

American  Petrofina 

2.7 

765.3 

(  20| 

38.0 

(  34] 

433.1 

; 

687 

First  Natl  Bancorp 

2.7 

98.8 

(405) 

7.6 

1335) 

913.1 

688 

Freeport  Minerals 

2.7 

243.1 

(110] 

53.9 

(  19) 

326.2 

689 

Equitable  Bancorp 

2.7 

78.1 

(552) 

3.4 

1592) 

756.3 

/.no 
ovU 

Commercial  Metals 

2.7 

462.8 

1  371 

6.7 

389) 

80.5 

691 

United  Jersey  Banks 

2.7 

86.8 

(496| 

5.5 

(455) 

964.5 

i 

692 

Hartford  Natl 

2.7 

90.1 

(472) 

5.1 

477) 

1014.5 

i 

693 

Southwest  Bancshs 

2.7 

140.0 

(250) 

10.9 

(230) 

1540.1 

694 

Bancorp  Hawaii 

1.7 

89.4 

(479) 

9.3 

268) 

871.3 

695 

Tosco 

2.6 

902.2 

1  121 

1 7.4 

134) 

329.7 

696 

Kansas  City  Pwr  &  Lt 

2.6 

168.7 

(194) 

26.0 

72) 

582.3 

697 

First  Maryland  Bncp 

2.6 

98.6 

(407) 

7.8 

329] 

901.9 

698 

Central  Fidelity  Bks 

2.6 

74.2 

(580| 

5.8 

433) 

734.4 

i 

699 

Centran 

2.6 

136.2 

(259) 

9.3 

268) 

1381.3 

i 

/.no 

Central  Bancorp 

2.6 

86.0 

(503) 

6.9 

373) 

877.3 

i 

701 

First  Alabama  Bshs 

2.5 

83.5 

(516) 

10.0 

246) 

776.7 

702 

First  American  Bank 

2.5 

79.8 

(540] 

6.5 

395) 

947.9 

; 

703 

New  England  Merch 

2.5 

139.6 

|252) 

8.7 

287) 

1142.2 

1 

704 

American  Fletcher 

2.5 

1 16.8 

(317) 

7.6 

335) 

1058.8 

1 

705 

Marshall  &  Ilsley 

2.5 

99.9 

(396) 

8.0 

319) 

978.9 

706 

Transco  Companies 

2.5 

1064.7 

i  8) 

48.7 

22] 

1235.5 

1 

707 

Public  Service  N  M 

2.5 

1 14.3 

(323] 

29.1 

57) 

594.1 

708 

Texas  Oil  &  Gas 

2.4 

485.1 

(  33) 

57.7 

16) 

627.0 

1 

709 

First  Kentucky  Natl 

2.4 

96.1 

(425) 

8.8 

284) 

904.4 

710 

Homestake  Mining 

2.4 

128.2 

(280) 

43.1 

29] 

155.7 

310 
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The  cash-flow  view  of  a  growing  company 
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Potato  chip  quality  control  inspection  at  Jays  Foods.  Inc.  in  Chicago— a  typical  expanding  business  with  expanding  risk  management  needs 


A  business  built  with  an 
mtrepreneur's  dreams  and  drive 
equires  insurance  broker  plan- 
ling  that  capitalizes  on  every 
>ossibility,  avoids  every  pitfall, 
low  Alexander  &  Alexander 
ooks  at  a  potato  chip  manufac- 
urer  will  help  explain  how  we 
vill  look  at  your  business.  In  this 
:ase,  we  look  through  an  owner's 
:yes.  Study  the  insurance  costs  of 
:r  ispness  and  the  effects  of  the 
noney  crunch.  Probe  for  risks  in 
lelivery  routes  and  avenues  for 
lew  plant  financing. 

Personalized 
isk  management 

Only  by  working  from  a 
client's  point  of  view  can  we  be 
jure  a  company  gets  the  most 
comprehensive,  cost-efficient 
Drograms  possible. 


This  insider's  vantage  point 
enables  us  to  assume  the  function 
of  risk  manager  for  any  medium- 
sized  or  small  business.  Protect- 
ing against  an  owner's  personal 
liabilities;  planning  the  funding 
of  workers'  compensation,  profit 
sharing,  pensions;  dealing  with 
life  insurance,  acquisitions,  OSHA 
requirements;  and  handling 
claims  as  if  they  were  our  own. 

Each  industry  has  different 
needs.  For  insurance,  for  risk  man- 
agement, for  human  resources 
management,  for  financial  serv- 
ices. And  each  of  our  120  offices 
here  and  overseas  has  the  facilities, 
expertise  and  strength  to  fulfill 
the  requirements  of  any  company, 
large  or  small,  in  any  industry. 


We  think  a  big  reason  A&A 
has  become  one  of  the  largest 
and  most  trusted  insurance 
brokers  worldwide  is  that  we 
work  the  same  way  with  every 
client.  From  the  client's  point 
of  view. 


Alexander 
^Alexander 

From  the  client's  point  of  view. 


RANKING  THE  FORBES  500'S-JOBS  AND  PRODUCTIVITY 


Employees  Per  employee  ($000)- 


Rank  Company 

(()()()] 

Sales 

rank] 

Profit; 

(rank] 

Assets 

(rank) 

711 

Tele-Communications 

2.3 

53.3 

|737) 

3.5 

(586) 

1 49.3 

(383) 

712 

Provident  National 

2.3 

127.2 

{282) 

12.5 

(198) 

1  185.0 

(  85) 

713 

Toledo  Edison 

2.3 

173.2 

( •  86) 

29.0 

(  58) 

733.4 

(182| 

713 

Overseas  Shipholding 

2.3 

128.7 

(278] 

34.1 

|  41) 

460.3 

(249) 

715 

T(* k  A  m*1  ri nn  K v li ^ 
i  caui  nun  iivuii  u^ii^» 

2.3 

145.4 

(235| 

12.5 

(198) 

1457.4 

(  54) 

715 

United  Bank  Corp  NY 

2.3 

82.8 

(520) 

1 1.8 

(209) 

983.3 

(116] 

717 

First  Charter  Finl 

2.3 

415.3 

(  50) 

17.0 

(138) 

4207. 1 

1  6) 

718 

Southern  Bancorp  Ala 

2.3 

92.6 

(454) 

8.1 

(315) 

815.3 

(159) 

719 

Gt  Western  Financial 

2.2 

445.4 

(  42) 

1 7.5 

(131) 

4579.2 

(  4) 

720 

Equi  mark 

2.2 

130.6 

(272] 

4.3 

(535) 

1289.5 

(  69) 

721 

Indiana  National 

2.2 

1 14.2 

(324) 

7.5 

(339) 

1084.5 

(101) 

722 

Riggs  Natl  Bank 

2.2 

132.2 

(267) 

11.1 

(226) 

1 439.4 

|  57) 

722 

Central  Bancshares 

2.2 

97. 1 

(416) 

8.7 

(287] 

943.3 

(129] 

724 

Indianapolis  Pwr  &  Lt 

2.2 

153.5 

(220] 

25.6 

(  73) 

489.8 

(239) 

725 

First  Empire  State 

2.1 

91.4 

(463) 

4.6 

(5 1 7) 

867.9 

(149) 

726 

First  American 

2.1 

95.7 

(429) 

7.2 

(357) 

888.6 

(141) 

727 

Arizona  Bank 

2. 1 

101.0 

(393) 

7.3 

(354) 

961. 1 

(124] 

728 

Global  Marine 

2. 1 

104.7 

(366) 

21.4 

|  98) 

265.6 

(330) 

729 

Pioneer  Hi-Bred  Intl 

2. 1 

194.0 

(157) 

27.4 

(  63) 

164.0 

(373] 

730 

Idaho  First  Natl  Bk 

2.1 

89.4 

(479] 

10.0 

(246) 

910.1 

(136) 

731 

Turner  Construction 

2. 1 

858. 1 

(  14) 

3.4 

(592) 

151.8 

(382) 

732 

First  Hawaiian 

2. 1 

92.5 

(456] 

8.2 

(308) 

893.9 

(140) 

733 

First  Florida  Banks 

2. 1 

89.7 

(474) 

8. 1 

(315) 

990.9 

(115) 

734 

Marine 

2. 1 

88.3 

(489) 

5.6 

(448) 

951.3 

(127) 

735 

Third  National 

2.1 

98.9 

(404) 

6.4 

(401] 

914.1 

(134) 

736 

General  Re 

2.0 

546.4 

(  27) 

76.4 

1  9) 

1808.4 

(  39) 

737 

Old  Kent  Financial 

2.0 

97.7 

(414) 

10.1 

(243) 

970.7 

(121) 

738 

Republic  New  York 

2.0 

385.5 

/    C  C  I 

1  55) 

28.9 

/  cm 
(  59) 

3223.5 

(  12) 

739 

Brown-Forman  Dist 

2.0 

2 12.7 

(134) 

25.3 

(  76) 

231.7 

(350) 

740 

Donaldson,  Lufkin 

2.0 

244.1 

(109) 

4.4 

(531) 

1748.6 

1  43| 

741 

First  Natl  Charter 

2.0 

98.6 

(407] 

8.6 

[291 1 

1031.1 

(107) 

742 

Belco  Petroleum 

1.9 

429.4 

1  45) 

40.0 

[  32) 

513.8 

(231] 

743 

Tenn  Valley  Bancorp 

1.9 

1 16.3 

(3 1 8) 

4.2 

[539) 

1 1 13.5 

(  97) 

744 

Petrolite 

1 .9 

133.6 

(264) 

13. 1 

188) 

92.4 

1450) 

744 

United  Missouri  Bshs 

1.9 

87.3 

(493] 

9.9 

[252] 

1027.9 

(108) 

744 

Seatrain  Lines 

1.9 

661 .8 

(  22] 

-18.6 

816] 

480.7 

(242) 

747 

Indust  Valley  Bank 

1.9 

104.9 

[364) 

0. 1 

796] 

857.2 

(151) 

748 

Culien/Frost  Bankers 

1.9 

1 13.9 

(3261 

7.3 

354) 

1 133.0 

(  92) 

749 

Public  Service  N  H 

1.8 

190. 1 

[162) 

32.4 

47) 

678.7 

(191) 

750 

Natl  Central  Financl 

1.8 

108.6 

(351) 

9.2 

1273) 

1053.0 

(104) 

750 

Nationwide 

1.8 

353.8 

[  66] 

19.6 

1 11) 

1539.1 

(  51) 

752 

Noble  Affiliates 

1.8 

149.0 

[227) 

27.0 

64) 

244.6 

(343) 

753 

Hospital  Trust 

1.8 

102.4 

[379) 

4.6 

517] 

969.3 

(122] 

754 

Citizens  Fidelity 

1 .8 

1 1 1 .4 

[336) 

10.0 

246) 

1 127.8 

(  94) 

755 

American  B  &  T  Pa 

1.8 

113.7 

[329) 

11.1 

226) 

1094.9 

(  99) 

756 

Allied  Bancshares 

1.7 

169.2 

190] 

21.4 

98) 

1640.9 

|  47) 

757 

Boatmen's  Bancshs 

1.7 

108.7 

350] 

9.3 

268) 

1231.9 

1  77) 

758 

Imperial  Corp  of  Am 

1.7 

428.9 

46) 

24.4 

82] 

4415.5 

(  5) 

759 

General  American  Oil 

1.6 

1 44.3 

237] 

35.7 

38) 

284.3 

(322) 

760 

Zions  Utah  Bancorp 

1.6 

113.9 

326) 

10.6 

233) 

1023.9 

(109) 

761 

Sumitomo  Bank  Cal 

1.6 

123.1 

(298) 

6.7 

389) 

1213.4 

1  80) 

762 

First  National  Cine 

1.6 

120.4 

306) 

14.7 

170) 

1209.5 

I  82) 

763 

Merchants  National 

1.6 

149.6 

226) 

8.8 

284) 

1447.3 

(  56) 

763 

Continental  Bank 

1.6 

126.2 

285) 

12.6 

196) 

1205.7 

I  83| 

Employees  Per  employee  ($000)  

Rank  Company     (000)      Sales  (rank)  Profits  (rank)  Assets  jrai 


765  MCI  Communications 

1.6 

92.5 

(456) 

46 

(517) 

198.6  (36 

766 

Rowan  Companies 

1.5 

169.0 

(192) 

47.1 

(  24) 

317.6  (31 

767 

United  States  Trust 

1.5 

111.7 

(335) 

6.8 

(384) 

1382.8  |  6 

767 

Crown  Centra!  Petrol 

1  C 
1  .J 

844.6 

/    1  CI 
(  15) 

17  0 

1  la 

( 194) 

364.3  (28 

769 

Deposit  Guaranty 

1.5 

109.1 

(348) 

8.6 

1291) 

1120.0  |  9 

77ft 

First  United  Bancorp 

1.5 

141.2 

(246) 

13.0 

(191) 

1358.9  (  6 

771 

MGIC  Investment 

1.5 

207.9 

(141) 

55.7 

(  18) 

735.7  (171 

772 

First  Boston 

1.5 

393.7 

(  54) 

22.8 

1  90) 

4090.0  | 

773 

Northwest  Energy 

1  C 
1  .J 

vuy.u 

f  in 

17  1 

Of  .1 

77A  7  /ll 

774 

Commonwealth  Oil 

1.4 

888.3 

(  13) 

-10.3 

(814) 

424.1  (2(3 

77£ 

Union  Commerce 

1.4 

1 18.7 

(310) 

3.7 

(571) 

1139.4  |  91 

776 

Helmerich  &  Payne 

1.4 

140.2 

(249) 

33.4 

|  44) 

264.6  |33 

777 

Valero  Energy 

1.4 

1215.7 

(  5) 

45.9 

(  27) 

569.4  |21 

778 

American  Security 

1  A 

inn  7 

[I3ZJ 

1  7  C. 

/  1  1  1  1 

1 007  Q    1  1 

iyyj.8  |  j 

779 

Alaska  Interstate 

1.4 

193.8 

(158) 

46.8 

(  25) 

439.7  (26 

7fift 

Centl  Louisiana  Engy 

1.3 

775.1 

(  18) 

62.5 

(  13) 

797.4  (16 

781 

Gibraltar  Financial 

1.3 

327.5 

1  74) 

-4.1 

(810) 

3304.2  (  1| 

782 

Houston  Oil  &  Min 

1.3 

258.1 

(101) 

61.6 

(  14) 

834.1  (15 

783 

First  Oklahoma  Bncp 

1 .  L 

/ 1  uni 

1  Q  7 

iy.  / 

Mini 
[  1 1 U) 

1 007  C     1  J 

1*58/. 0  1  j 

784 

Petro-  Lewis 

1.2 

92.6 

(454) 

18.5 

(118) 

253.8  (33 

785 

red!  Natl  Mortgage 

1.2 

4248.7 

(  1) 

11.9 

(207) 

48888.0  ( 

786 

City  Federal  S  &  L 

1.2 

185.0 

(170) 

2.8 

(642) 

1967.4  (  3 

787 

Golden  West  Finl 

1.2 

420.2 

(  49) 

33.0 

1  45) 

4830.2  ( 

788 

Tucson  Electric  Pwr 

1  1 

1  .  1 

7  tin  i 
16V.  1 

1  89) 

[  ZD} 

077  7    /l  i 

789 

Tandem  Computers 

1.1 

98.4 

(410) 

9.6 

(259] 

86.4  (46 

790 

Dorchester  Gas 

1.0 

584.2 

(  24) 

33.5 

(  43) 

322.7  (3C 

791 

Apple  Computer 

1.0 

115.4 

(320) 

11.5 

(214) 

64.4  (54 

792 

Old  Stone 

1.0 

160.0 

(213) 

11.2 

(223| 

1737.5  (  4 

793 

First  Mississippi 

I  .u 

I  AO  7 

1 1  n^i 

1  1  VZi } 

11  O 

Zl.o 

1  "3 1 

794 

Fidelity  Financial 

0.9 

313.5 

1  79) 

-1.5 

[806] 

3169.6  (  I 

795 

Liberty  National 

0.9 

190.2 

(161) 

12.0 

(205] 

1975.2  |  3 

796 

Whitney  Holding 

0.8 

208.7 

(139) 

31.0 

(  51) 

2135.1  (  2 

797 

Western  Financial 

0.8 

213.1 

(133) 

3.8 

[561] 

2362.6  |  2 

798 

Fin  Corp  of  America 

n  u 
U.o 

7  7  7  n 

\  ■  ^  ^  J 

1  CQl 
l7V| 

799 

Tom  Brown 

0.8 

95.2 

|433| 

6.4 

[401] 

170.8  (3« 

800 

Amer  Savings  &  Loan 

0.8 

244.9 

(108) 

6.0 

(421| 

2537.3  (  2 

801TRANSOHIO  Financial 

0.7 

246.8 

(107) 

3.8 

561) 

2690.0  |  1 

802 

No  Calif  Savings 

0.7 

263.8 

(  98) 

5.0 

486) 

2656.1  (  2 

803 

Fin  Cp  Santa  Barbara 

n  7 
U.  f 

7  C7  O 

1 1U4) 

70/11 

7  711  C    /  1 

804 

Broadview  Financial 

0.7 

240.8 

(112) 

-3.1 

808| 

2689.0  (  1 

805 

Inexco  Oil 

0.7 

222.1 

(126) 

34.2 

40) 

825.8  (li 

806 

Cray  Research 

0.7 

93.2 

(449) 

16.7 

146) 

160.3  (3; 

807 

Mesa  Petroleum 

0.7 

504.3 

(  30) 

146.3 

2) 

2191.8  ( 

808 

Financial  Federation 

U.6 

7  7C  7 

OID.I 

[  i>8) 

4.8 

498) 

3884.5  ( 

809 

Energy  Reserves  Gp 

0.6 

267.7 

1  95] 

25.4 

74] 

465.5  (2' 

810 

Southland  Royalty 

0.5 

704.9 

(  21) 

119.8 

4] 

1178.8  (  J 

811 

Adobe  Oil  &  Gas 

0.4 

406.3 

I  53) 

56.4 

17] 

731.4  (U 

8 1 2Amer  Quasar  Petroleum 

0.3 

138.3 

[254) 

15.2 

165) 

646.8  [if 

813 

Sabine 

0.3 

373.8 

(  59) 

78.6 

8) 

760.1  (13 

814 

Delhi  Intl  Oil 

0.3 

104.4 

(368) 

18.4 

121) 

325.0  (3d 

815 

Pogo  Producing 

0.2 

1343.9 

(  4) 

329.5 

1) 

3374.5  (  : 

816 

Supron  Energy 

0.1 

470.0 

|  36) 

142.5 

3) 

1099.4  ( 

817 

Felmont  Oil 

0.1 

482.3 

34) 

117.1 

5) 

1033.4  (11 

818McRae  Consol  Oil&Gas 

0.1 

1594.2 

3] 

104.9 

6) 

1246.8  (  ' 
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Why 
Williams 


s  WorthWatching  in  the '80s. 


ne  good  reason  is  because  we're  rich  in 
sources.  During  the  '70s  we  set  out  to 
>sition  ourselves  as  a  resource-rich  growth 
impany  of  the  '80s.  We  have  been  successful 
ith  this  strategy  and  it's  paying  off  for  us,  as 
idenced  by  record  1980  net  income  of  $139 
illion,  double  that  of  the  previous  year. 

Today,  we  are  strong  in  natural  resources, 
ith  increasingly  valuable  reserves  of  phosphate 
ick,  oil,  natural  gas  and  coal.  These  resources 
ovide  us  considerable  promise  for  continued  prog 
ss  in  the  '80s  and  beyond.  So  extensive  are  these 
serves  that  each  of  Williams'  29,700,000 
itstanding  shares  of  common  stock 
[uates  to  an  ownership  of:  about 
[  tons  of  recoverable 
losphate  rock  reserves; 
1  and  natural  gas  reserves 


with  an  energy  equivalent  of  nearly  a  barrel  of  oil;  and 
some  75  tons  of  coal  reserves.  We  also  have 
many  other  valuable  assets  which  we  consider 
major  resources  for  the  '80s.  We  own  and  operate 
four  of  the  nation's  largest,  most  cost  effective 
chemical  fertilizer  manufacturing 

a  successful  oil  and  gas 
f  exploration  and  production 
company;  the  world's 
largest  independently  owned 
petroleum  products  pipeline 
system;  and  one  of  the  largest 
networks  of  metals  service  *f» 
centers  in  the  United  States,  k 
Yes,The  Williams  Companies 
is  indeed  a  resource-rich,  growth 
company  that  is  truly  "worth  watching  in  the  '80s." 
But  there  are  many  more  reasons  you  can  learn 
about  by  writing  L.  R.  Francisco,  manager- 
investor  relations,  The  Williams 
Companies,  One  Williams  Center, 
Tulsa,  OK  74172.  Ask  for  a  copy 
of  our  1980  Annual  Report. 


We  are  rich  in  resources. 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

lemlcal  Company  •  Williams  Exploration  Company 
Williams  Pipe  Line  Company  •  Edgcomb  Metals  Company 


Gould 
adds  pulmonary 
diagnostics  to  its 
medical  electronic 
capabilities. 


The  acquisition  of  SRL 
Medical  Inc.  opens  new  and 
promising  markets  for 
Gould's  medical  products 
division. 

SRL  Medical  is  a  leading 
manufacturer  of  compu- 
terized instrumentation 
systems  for  analysis  and 
diagnosis  of  pulmonary 
functions.  Its  broad 
product  line  has  been  developed  to 
meet  the  growing  needs  of  both  large 
and  small  hospitals  worldwide. 
Part  of  a  growing  market. 
The  worldwide  market  for  medical 
equipment  was  about  $3.1  billion  in  1980, 
and  is  forecast  to  grow  at  about  13%  a 
year  through  1984. 

The  specific  markets  served  by  Gould 
should  grow  even  faster.  They  totaled 
more  than  $200  million  in  1980  and  are 
estimated  to  grow  at  an  annual  rate 
exceeding  21%  through  1984. 


The  Gould  electronic 
"building  block"  strategy. 

We  make  the  electronic 
products  needed  to 
harness  the  power  of 
technology.  And  we're 
focusing  on  five  areas  where 
this  technology  has  great 
impact:  factory  automation, 
test  and  measurement 
equipment,  medical  instru- 
mentation, undersea  defense,  and 
advanced  components  and  materials. 

The  acquisition  of  SRL  Medical  clearly 
fits  into  this  strategy.  Gould  already 
manufactures  transducers,  which  convert 
blood  pressure  into  electrical  impulses, 
and  systems  used  in  coronary  and 
intensive  care  units. 

If  you'd  like  to  know  more  about 
Gould's  strategy  of  electronic  building 
blocks,  please  write  Gould  Inc.,  Investor 
Relations,  Department  C-4, 10  Gould 
Center,  Rolling  Meadows.  IL  60008. 


■>  GOULD 


An  Electrical  I  Electronics  Company 


The  Forbes/Wilshire  5000  Review 


!000 


 Market  value  of  Wilshire  5000: 

 $1,407.3  billion  as  of  4/15/81 


500 


Wilshire  5000  Equity  Index 

All  stocks  with  daily  price  quotations, 
weighted  by  market  value   


Dow  Jones  industrial  average 

The  sum  of  the  market  prices 
of  30  blue-chip  industrial  stocks 


Percent  change  in  last  two  weeks  ■ 


^  1  M  I  |  I  I  I  |  I  I  1 1  II  I  |  I  I  I  j  I  II  |  I  I  I  |  I  I  I  j  I  I  I 

71      '72      '73      '74     75      76      77      78  79 
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1980 


i  r 

1981 


s  the  rally  losing  steam?  The  Wilshire's  two-week 
lecline  marks  the  first  dip  since  January.  In  the  recent 
ally,  despite  the  Dow's  daily  flip-flops,  the  strength  of  the 
Vmex  and  NASDAQ  has  pulled  the  overall  market 
ihead — but  that  trend  seems  to  be  weakening. 

Investors  are  plainly  confused,  changing  their  minds 
egularly  about  whether  the  future  is  real  growth  and 
tability  or  double-digit  inflation  and  crippling  money 
:osts.  The  immediate  question  is  the  direction  of  interest 
ates:  Bears  think  the  recent  rebound  is  the  start  of  a  surge 
hat  will  set  the  prime  soaring  again.  Bulls,  on  the  other 
land,  see  rates  as  merely  wavering  from  a  downward  path. 


With  that  in  mind,  it  isn't  surprising  that  Wall  Street 
has  yet  to  chart  any  firm  course  for  1981.  The  recent 
reversal  of  leadership — away  from  last  year's  laggards  and 
back  to  the  sorts  of  stocks  that  led  the  1980  rally — 
underscores  this  confusion.  Once,  of  course,  energy  is- 
sues were  valued  as  the  ultimate  inflation  hedge.  Now, 
that  notion  has  been  rejected.  The  search  is  on  for  indus- 
tries— like  airlines,  consumer  goods  or  insurance — 
which  could  benefit  from  more  stable  price  levels.  But 
their  chance  to  lead  the  market  won't  come  easy:  First 
investors  must  agree  on  what  these  new  pacesetters  are. 
And  then  inflation  must  actually  appear  to  be  subsiding. 


Glose-up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

ASE  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.6 

0.8 

0.6 

4.2 

5.4 

in  last  52  weeks 

36.4 

29.9 

34.2 

51.6 

58.4 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility  * 

P/E  multiple 

Dividend  yield 

Growth  profile 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

low 

over  $40 

under  $4 

in  last  4  weeks 

7.1 

2.5 

4.1 

4.5 

2.8 

7.6 

6.6 

3.9 

2.6 

8.4 

in  last  52  weeks 

94.5 

23.6 

88.0 

41.2 

18.7 

68.8 

77.5 

37.6 

43.5 

65.7 

A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable. 
A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


lote:  All  data  for  periods  ending  4/15/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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WhereThe  Action  Is 


Looks  can  be  deceiving.  The  two  best  performing  groups 
over  the  past  year  are  raw  materials  and  transportation — 
each  up  well  over  50%.  But  both  are  special  situations. 
Takeover  bids  sent  shares  in  most  mineral-rich  companies 
soaring,  and  the  transportation  sector  got  a  double  boost. 
Western  railroads  led  1980's  rally  because  oil  holdings 
made  them  energy  plays;  airlines  are  strong  now  because 


they  should  benefit  if  an  oil  glut  pushes  fuel  prices  down. 

A  better  bullish  indicator  is  the  current  strength  in 
consumer  nondurables,  a  sector  that  includes  drug,  food 
and  merchandising  companies.  For  the  most  part,  these 
stocks  are -rising  because  business  is  good,  dividends  are 
solid  and  multiples  are  attractive.  Such  is  the  stuff  of 
lasting  gains.  Are  some  new  stars  about  to  twinkle? 


Note:  All  data  for  periods  ending  4/ 15/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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1955.  Robert  Beck,  newly  appointed  regional  supervisor  for 
The  Prudential  Insurance  Company  of  America. 


Bob  Beck, 
when  did  you  start  reading 

The  Wall  Street  Journal? 

"I  was  appointed  a  regional  supervisor  for 
Prudential  in  1955,"  says  Robert  Beck,  Chairman  and 
Chief  Executive  Officer  of  The  Prudential  Insurance 
Company  of  America.  "From  that  time  on,  I've  read  The 
Wall  Street  Journal  every  business  day. 

"I  don't  think  there  is  a  reasonable  substitute  any- 
where. There  is  really  nothing  on  a  daily  basis  that  gives 
you  the  coverage  and  the  education  you  can 
get  from  The  Wall  Street  Journal." 

The  Wall  Street  Journal,  written  by 
the  world's  largest  staff  of  business  news 
experts,  delivers  more  reliable,  more  use- 
ful business  news  faster  than  any  other  pub- 
lication. No  daily  business  section,  no 
weekly,  no  monthly  gives  you  what  f/, 
The  Journal  does  every  business  day. 

People  at  the  top,  like  Bob 
Beck,  and  people  who  want  to 
get  there,  need  the  kind  of 
business  news  found  only  in  The 
Wall  Street  Journal. 


Today.  Robert  Beck  is  Chairman  and  Chief  Executive  Of 
ficer  of  The  Prudential  Insurance  Company  of  America. 


The  Wall  Street  Journal. 

All  the  business  news  you  need.  When  you  need  it . 

Have  The  journal  delivered  every  business  day  One  year.  J7T.  Or.}6  weeks  for  S55  Call  toll  free  800-35S-9999  except  in  Hawaii  and  Alaska  (In  California. 
800-862-4999.)  Or  write:  The  Wall  Street  Journal.  200  Burnett  Road.  Chicopee.  Massachusetts  01021  €1981  How  Jones  &  Company,  iht  All  Rights  Reserved. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectuses. 


$550,000,000 

General  Motors  Acceptance  Corporation 

$400,000,000  6%  Debentures  Due  April  1,  2011 

Price  44.51%  and  Accrued  Interest 


$150,000,000  14%%  Senior  Subordinated  Notes  Due  April  1, 1991 

Price  99V4%  and  Accrued  Interest 

Interest  payable  April  1  and  October  1 


Copies  of  the  Prospectuses  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
ivith  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORATION    GOLDMAN,  SACHS  &  CO.     LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP  SALOMON  BROTHERS 

Merrill  Lynch,  fierce,  Fenner  &  Smith  Incorporated 

BACHE  HALSEY  STUART  SHIELDS      BEAR,  STEARNS  &  CO.       BL  YTH  EASTMAN  PAINE  WEBBER 

Incorporated  Incorporated 

DILLON,  READ  &  CO.  INC.      DONALDSON,  LUFKIN  &  JENRETTE     DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  Incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

SHE  ARSON  LOEB  RHOADES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARIS  AS  BECKER        WERTHEIM  &  CO.,  INC.       DEAN  WITTER  REYNOLDS  INC. 

Incorporated 
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omas  &  Nettleton  has  a  new  wrinkle  in 
'EITs.  Institutional  investors  didnt  seem  to 
are  for  it.  Individuals,  though,  should. 

A  NEW  BREED 
OF  REIT 


By  Ben  Weberman 


The  largest  mort- 
gage banking  com- 
pany in  the  U.S.,  Lo- 
mas  &  Nettleton  Fi- 
nancial Corp.,  has 
come  up  with  a  new 
wrinkle  in  real  es- 
tate investment 
trusts.  If  investors 
go  for  it,  it  would  be 
good  news  for  apart- 
lent  house  builders,  for  whom  the 
ipital  markets  have  had  only  bad 
ews  for  several  years  now.  The  Lo- 
las  &  Nettleton  REIT  would  gather 
loney  for  use  in  the  mortgage  market 
id  place  it  as  low-rate  mortgage 
ians  to  builders,  take  a  share  of  any 
icrease  in  rent  rolls  after  the  proper- 
'  is  occupied  and  then  take  a  share  of 
ay  gain  in  property  value.  L&N's 
rms  would  seek  to  protect  investors 
gainst  both  inflation  and  deflation, 
he  inflation  protection  comes  by 
ay  of  participating  in  rent-roll  in- 
eases  and  sharing  in  appreciation  of 
le  property's  value.  The  deflation 
rotection  has  two  aspects.  First,  a 
turn  averaging,  say,  12%  on  mort- 
iges  made  now  may  be  4%  or  so  less 
merous  than  the  current  going  rate 
I  you  can  find  a  lender),  but  it  would 
K)k  good  if  interest  rates  should  drop 
i  8%  or  10%.  Second,  the  deflation 
sk  arises  in  the  event  of  a  deep  de- 
■ession,  one  in  which  vacancies  rise 
lbstantially.  The  REIT  covers  this  by 
iaking  the  developer  responsible  for 
lortgage  payments,  regardless  of 
ntal  success. 

Is  there  a  market  for  L&N's  new 
rinkle  in  REITs?  Goldman,  Sachs  & 
o.  found  out  the  hard  way  that  if 
lere  is  a  market,  it's  likely  to  be  with 
idividual  investors,  not  with  institu- 
ons.  Goldman,  Sachs  assured  L&N 
lat  it  would  sell  6  million  shares  .it 
fO  each,  a  total  of  $.300  million,  in 

•n  Weberman  is  economics  editor  of  Forbes 
igazine. 


blocks  of  $150,000,  or  3,000  shares. 
But  it  quickly  learned  that  institu- 
tions with  that  kind  of  money  prefer 
to  do  their  equity  mortgage  financing 
directly.  As  a  result  Merrill  Lynch, 
Pierce,  Fenner  &  Smith  Inc.,  the  big 
retail  warehouse,  took  over  the  as- 
signment and  Goldman  resigned.  The 
offering  was  restructured  to  4  million 
shares  at  $25  each.  New  York  restricts 
sale  initially  to  blocks  of  $150,000  un- 
til 50%  of  the  offering  has  been  com- 
mitted to  mortgages.  Thereafter,  the 
stock  may  be  broken  up  into  smaller 
blocks  for  stock  exchange  listing. 

L&N  Housing  Co.,  to  give  the  new 
REIT  its  proper  name,  hopes  to  avoid 
problems  encountered  by  the  first 
generation  of  REITs.  It  will  not  bor- 
row short  term  to  lend  long  term. 
That  game  works  only  when  short 
rates  are  lower  than  long-term  yields. 

L<S\N,  furthermore,  will  not  invest 
money  in  projects  under  construction. 
This  avoids  the  need  to  take  over  un- 
finished housing  and  complete  it,  as 
so  many  REITs  did  in  the  early  1970s. 

The  preliminary  prospectus  estab- 
lishes stiff  ground  rules:  Lend  money 
only  on  first  mortgages;  invest  only 
with  experienced  developers;  invest 
only  in  rapidly  growing  Sunbelt  cities; 
and  only  for  construction  close  to  em- 
ployment centers  and  only  in  areas 
without  rent  control.  Southern  Cali- 
fornia will  get  no  cash. 

The  L&N  Housing  plan  calls  for 
multifamily  residential  rental  project 
loans  carrying  an  interest  rate  of  only 
11%  to  13%  (r.v  a  going  rate  of  15%  to 
16%  or  more  on  straight  credits).  The 
loans  will  run  for  seven  to  ten  years, 
drawing  monthly  interest  but  little  or 
no  amortization  during  the  period.  In 
return  for  this  cheap  money,  L&N 
receives  the  right  to  a  20%  to  25% 
share  in  any  increase  in  gross  rents 
and  also  picks  up  40%  to  60%  of  any 
increase  in  the  value  of  the  property 
realized  through  sale  or  refinancing. 

1  low  does  this  work  out?  Assume  a 
$5  million  mortgage  at  12%,  a  25% 
participation  in  any  increase  in  gross 


rents,  a  50%  participation  in  appre- 
ciation in  the  value  of  the  project. 
Assume,  too,  that  rental  income  rises 
from  $850,000  in  the  first  year  to  $1 .5 
million  in  the  seventh  year.  The  L&N 
25%  share  would  rise  from  $21,000  in 
the  second  year  to  $164,000  in  the 
seventh  year.  In  effect,  then,  the 
$600,000  interest  would  grow  to 
$764,000  annually  during  the  period. 

Now,  assume  the  $6  million  proj- 
ect— against  which  the  $5  million 
mortgage  had  been  arranged — grows 
m  market  value  to  $12.2  million  in 
seven  years.  Sell  it  at  that  value,  meet 
a  10%  selling  cost,  pay  off  the  $5 
million  mortgage,  and  the  net  profit 
comes  to  $6  million,  of  which  the 
REIT  is  entitled  to  half.  That  $3  mil- 
lion capital  gain  over  seven  years 
would  bring  the  compounded  rate  of 
return  on  the  initial  $5  million  mort- 
gage to  about  20%.  When  distributed 
to  stockholders,  part  would  be  taxed 
as  long-term  capital  gains. 

L&N  believes  these  are  reasonable 
assumptions.  Single-family  housing 
has  priced  itself  out  of  the  market  for 
first-time  home  buyers,  for  two-wage- 
earner  families  and  for  single-person 
households.  These  persons  need 
smaller,  more  affordable  homes  in 
which  to  get  started. 

One  objective,  stated  in  the  pro- 
spectus, is  that  each  project  will  be 
located,  designed,  constructed  and 
maintained  with  a  view  toward  facili- 
tating eventual  conversion  and  sale  to 
owner-occupants.  It's  not  unusual  in 
today's  market  for  an  apartment 
house  sold  to  owner-occupants  to  sell 
for  50%  more  than  the  house  was 
worth  as  rental  premises.  In  real  es- 
tate terms,  a  one-bedroom  apartment 
of  1,000  square  feet  built  at  a  cost  of 
$40,000  may  be  worth  $60,000  to 
$65,000  to  the  occupant.  Conversion 
is  the  name  of  the  game. 

The  explosive  growth  of  low-cou- 
pon and  zero  coupon  bonds,  de- 
scribed in  a  previous  column  (Forbes, 
Apr.  27),  is  a  good  reason  to  repeat  here 
a  warning  word  about  the  tax  and 
cash  flow  consequences.  The  securi- 
ties are  issued  at  a  price  of  about  45 
with  a  6%  or  so  coupon  repayable  at 
100  in  30  years,  or  at  a  price  of  about  2 
with  a  0%  coupon  repayable  .it  100  in 
8  to  10  years.  Annual  appreciation  of 
the  price  is  classified  as  interest,  not 
capital  gain,  by  the  Internal  Revenue 
Service.  Furthermore,  there  is  no  cash 
flow  but  only  increments  of  price 
Buyers  of  these  bonds  won't  be  able  to 
live  off  the  interest.  And  there's  no 
cash  flow  to  compound.  ■ 
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Sometimes  you  yearn  for  the  good  old  days 
when  you  wondered  whether  to  invest  in 
American  Tobacco  or  in  Coca-Cola. 


MUSINGS 


By  Heinz  H.  Biel 


Every  so  often  one 
**vV  should  get  away 
from  the  pressures 
of  daily  routines  to 
relax  and  do  some 
serious  reading  and 
thinking,  things  you 
can't  do  at  your  Wall 
Street  desk.  The  re- 
laxing part  is  easy:  I 
can  spend  a  lot  of 
time  doing  exactly  nothing.  A  truly 
good  book  is  priceless,  of  course.  I 
chose  Oriana  Fallaci's  A  Man,  an  ex- 
traordinary book,  plus  a  couple  of 
whodunits  for  complete  relaxation. 

However,  I  also  read  some  annual 
reports.  Those  of  us  who  belong  to 
the  generation  that  grew  up  when, 
for  instance,  radio  listening  meant 
getting  some  scratchy  sounds  on  ear- 
phones whenever  the  needle  hit  the 
right  spot  on  the  crystal  will  remem- 
ber that  an  annual  report  meant  just  a 
balance  sheet,  a  rather  condensed  in- 
come statement  and  perhaps  a  letter 
to  shareholders  that  usually  said  what 
the  shareholder  wanted  to  hear. 
(That's  the  only  thing  that  hasn't 
changed  over  the  years.)  Stockbro- 
kers hired  "statisticians"  to  gather 
the  available  information,  meager  as 
it  was.  Professional  securities  analy- 
sis did  not  come  into  being  until  the 
late  1930s. 

One  of  the  reports  I  read  while  on 
vacation  was  that  of  Exxon  Corp.  Its 
52  pages  bulge  with  information.  It 
answers  any  conceivable  question 
you  may  have,  if  you  know  where  to 
find  it.  But  the  Exxon  report  frus- 
trated me.  How  can  one  analyze,  or 
even  comprehend,  a  company  so 
huge  and  so  complex?  Exxon  is  doing 
a  business  of  well  over  $100  billion. 
Its  assets  total  $56  billion,  there  are 
more  than  400  million  shares  out- 
standing and  bonds  in  a  dozen  differ- 

Heinz  H  Biel  is  a  vice  president  of  the  N\'SE 
firm  of  Jem)  ley  Montgomery  Scott. 


ent  currencies.  It  has  177,000  people 
on  its  payroll  in  nearly  100  countries 
around  the  world. 

The  frustration  begins  right  on  page 
one  with  Financial  Highlights.  That 
should  be  easy,  you  think.  Wrong! 
There  are  two  sets  of  figures,  the  first 
is  unadjusted  for  inflation  and  the  oth- 
er is  adjusted  for  inflation.  One  gives 
the  return  on  shareholders'  equity  as 
23.6%,  the  other  as  12.6%.  Equity  per 
share  is  either  $58.81  or  $95.65.  Take 
your  pick. 

By  the  time  you  come  to  the  details 
of  financial  and  operating  data  of  this 
monstrous  company,  you  are 
swamped  by  vast  numbers  and  statis- 
tics and  ready  to  give  up  any  attempt 
at  evaluation.  This  goes  for  me,  too, 
and  I  am  not  exactly  a  neophyte  in  the 
field  of  corporate  finance.  Individual 
investors  might  as  well  save  their 
time,  look  only  at  reported  earnings 
per  share  (unadjusted)  and  the  divi- 
dend rate,  and  hope  that  they  can  put 
their  trust  in  the  integrity  of  the  com- 
pany's management  and  in  the  com- 
petence of  the  accountants. 

Even  Forbes  can  cause  frustration 
at  times.  Although  Editor  Jim  Mi- 
chaels does  his  level  best  to  have  the 
stories  written  in  such  a  way  that  a 
nonprofessional  can  understand  what 
it  is  all  about,  it  confounds  me  to  read 
about  "powerful  Nd-YAG  (neody- 
mium-doped  yttrium-aluminum-gar- 
net crystal)  lasers."  Come  to  think 
about  it,  it  may  be  easier  to  under- 
stand genetic  engineering.  Sometimes 
you  yearn  for  the  good  old  days  when 
you  wondered  whether  to  invest  in 
American  Tobacco  or  in  Coca-Cola. 

Investing  in  new  fields  of  science 
and  technologies  can  be  enormously 
profitable.  We  look  at  the  record  of 
some  of  those  companies  and  ask  our- 
selves: Why  didn't  I  buy  that  one  in- 
stead of  sitting  on  my  AT&T?  But 
what  we  see  are  only  the  ones  that 
have  succeeded.  A  far  larger  number 
never  make  it  and  fall  by  the  wayside, 
as  any  venture  capitalist  will  confirm. 

The  scourge  of  inflation,  which,  I 


am  afraid,  is  not  likely  to  abate  signif 
icantly  in  the  years  ahead,  aggravates 
the  difficulty  of  investing.  This  goes 
far  beyond  the  question  of  whether  to 
invest  in  bonds  or  stocks.  Bonds,  and! 
that  applies  to  all  dollar-denominated 
investments,  such  as  insurance  or  an 
nuities,  have  to  be  ruled  out  in  an  era 
when  money  is  losing  its  buying  pow- 
er as  fast  as  it  does  now.  However, 
even  stocks  are  not  immune  to  the 
inroads  of  inflation.  As  the  annual  re- 
ports of  Exxon  and  many  other  com- 
panies show,  "inflation  accounting" 
can  have  a  material  effect  on  the  num- 
bers you  are  looking  at. 

This  is  a  rather  controversial  sub- 
ject, and  there  is  no  unanimity  among 
corporate  managers,  accountants  or 
securities  analysts,  as  to  whose  fig- 
ures are  more  valid  as  a  basis  for  in- 
vestment appraisal.  What  does  mat- 
ter, however,  is  that  the  concept  of 
growth  has  to  be  adjusted  to  inflation. 
Record  sales  and  record  earnings  often 
are  only  a  meaningless  reflection  of 
rising  prices,  unless  the  increases  ex- 
ceed the  rate  of  inflation.  That  is  why 
you  have  such  low  price/ earnings  ra- 
tios for  the  stocks  of  so  many  "nice" 
companies  that  year  after  year  report 
higher  sales,  higher  profits  and  higher 
dividends,  but  whose  actual,  real 
growth  may  be  only  5%  or  so.  That 
isn't  good  enough  these  days. 

As  soon  as  the  corporate  growth 
rate  rises  above  the  inflation  rate, 
there  seems  to  be  no  limit  for  the 
earnings  multiples  of  such  stocks.  You 
can  buy  IBM  at  10  times  current  earn- 
ings and  get  a  5.7%  dividend  return, 
but  the  multiples  for  stocks  like  Am- 
dahl, Cray  Research  or  Tandem  Com- 
puters are  in  the  40-to-60  range. 
These  are  indeed  stiff  premiums  for 
rapid  growth,  but  so  long  as  inflation 
remains  a  serious  threat  to  conven- 
tional investing,  even  conservative 
investors  may  have  to  leaven  their 
portfolios  with  stocks  of  this  charac- 
ter, despite  the  far  greater  risk  and  the 
absence  of  meaningful  dividends. 

There  is  general  agreement  that  a 
2Vi  -month  interregnum  from  Elec- 
tion Day  to  the  inauguration  of  a  new 
president  is  too  long  and  not  benefi- 
cial-for  the  country.  Such  time  lags  are 
rare  in  corporate  life.  Yet,  RCA  Chair- 
man Ed  Griffiths,  who  resigned  in: 
January,  effective  July  1,  seems  toi 
want  to  stay  on  as  a  lame  duck  until 
the  bitter  end,  while  his  successor 
Thornton  Bradshaw  twiddles  his 
thumbs.  This  is  not  in  the  best  inter- 
est of  the  company,  and  the  poor  ac- 
tion of  the  stock  is  clear  evidence  that 
shareholders  are  concerned.  ■ 
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Want  to  know  more  about  a  progressive  company 
which  has  raised  its  dividend  22  consecutive  years? 
Send  for  our  new  annual  report... today! 


MM  healthy  dividend  record  is 

only  one  sign  of  a  company's 
growth. 

Keeping  a  company  growing 
takes  people  with  a  knack  for  inno- 
vation and  an  eye  for  the  future. 

With  the  help  of  people  such 
as  these.  United  Telecom  has 
evolved  from  a  $415  million  com- 
pany a  decade  ago  to  one  with 
revenues  of  nearly  $2  billion  in 
1980.  The  next  decade  is  just  as 
promising. 

If  you're  interested  in  knowing 
more  about  the  people  and  the  com- 
pany behind  this  growth  story,  we'd 
like  to  send  you  our  annual  report. 

Just  fill  out  and  mail  us  the 
coupon,  and  we'll  see  that  you  get 
a  copy  by  return  mail.  New  York 
Stock  Exchange  symbol,  UT. 
Newspaper  listing:  UniTel. 


"I 


Mail  to: 

D.F.  Forsythe 

United  Telecommunications,  Inc. 
Box  11315,  Kansas  City,  Missouri 
64112 

Please  send  me  a  copy  of  your 
latest  annual  report: 

Name  

Address  

City  

State  


Zip_ 


Company 
Title  


United  Telecom  ■■ 

United  Telecommunications,  Inc  HHI 

Programmed  far  the  future 

Telephone  Services  •  Computerized  Distribution  Services 
Computer  Services  •  An  affirmative  action  employer. 
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Hang  on  to  your  good  domestic  (or  friend- 
ly) oil  company  stocks.  Today's  glut  could 
turn  into  tomorrow's  shortage  as  fast  as 
you  can  shut  off  a  pipeline  valve. 

CAPITAL  GAINERS 


By  Ann  C.  Brown 


At  the  moment  it 
looks  like  there  are 
enough  votes  in 
Congress  to  go  along 
with  a  substantial 
cut,  from  70%  to 
50%,  in  the  tax  on 
unearned  income 
(which  could  lower 
the  max  tax  on  long- 
term  capital  gains 
from  28%  to  20%).  Chairman  Rosten- 
kowski  and  other  Democrats  on  the 
House  Ways  &  Means  Committee 
have  indicated  they  are  willing  to  of- 
fer that  as  a  tradeoff  for  turning  the 
Reagan  Administration's  proposed 
three-year  tax  reduction  program  into 
a  one-year  cut.  These  are  just  prelimi- 
nary rounds,  to  be  sure.  The  real  toe- 
to-toe  slugging  is  yet  to  come.  But 
these  signs  that  both  political  parties 
recognize  that  investors  have  been 
playing  against  house  odds  are  encour- 
aging. Keep  your  fingers  crossed. 

Personally,  I'd  like  to  get  my  hands 
on  whoever  it  was  who  coined  the 
phrase  "unearned  income"  in  the  first 
place.  Talk  about  loaded  words.  Rarely 
is  there  such  a  thing  as  unearned  in- 
come. In  all  but  a  few  dumb-luck 
cases,  all  income  is  earned — some  by 
the  sweat  of  a  brow,  some  by  the  cool 
of  a  brain.  Even  those  fortunate 
enough  to  inherit  money  do  so  by  the 
grace  of  someone  somewhere  at  some 
time  who  managed  to  save  more  than 
he  spent  (after  income  taxes),  and 
who  freely  chose  to  pass  on  his  "post- 
poned spending"  (after  estate  taxes)  to 
biS  children,  grandchildren  or  others. 

Since  I  labor  mightily  day  in  and 
day  out  to  try  to  help  savers  earn 
income  on  so-called  unearned  in- 
come, I  consider  myself  an  expert  in 
the  field.  Money  not  currently  spent  is 
seldom  an  idle  commodity  It  is  the 
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money  that  goes  into  the  formation  of 
new  businesses  or  the  expansion  or 
modernization  of  existing  ones.  It  is 
the  money  that  assists  others  to  buy 
homes,  cars,  go  to  college,  etc.,  via 
banks  and  other  lending  institutions. 
It  is  the  money  that  helps  pay  for 
defense,  Medicare,  disaster  relief  and 
other  large  and  complex  national  proj- 
ects through  funding  of  U.S.  Treasury 
obligations.  Moreover,  it  is  money 
that  is  subject  to  being  lost — not  just 
the  income  but  the  principal  as  well — 
through  both  private  and  public  mis- 
management (inflation,  for  example, 
and  the  resultant  loss  of  purchasing 
power).  Income  on  money  saved/in- 
vested is  anything/?///  unearned. 

In  spite  of  so  many  uncertainties — 
the  outcome  of  the  tax-cut  and  bud- 
get-cut packages,  the  enigmatic  Fed- 
eral Reserve  policy  and  the-Russians- 
are-coming,  the-Russians-are-going 
Polish  problem — the  stock  market 
has  turned  in  a  highly  creditable  per- 
formance. Even  the  attack  on  Mr. 
Reagan's  life  seems  to  have  had  sever- 
al noteworthy  side  effects  on  the  psy- 
che of  the  American  people.  First,  it 
proved  the  70-year-old  President  is 
physically  strong  and  very  possibly 
able  to  be  a  viable  candidate  for  a 
second  term  (after  all,  Adenauer  was 
still  governing  West  Germany  well 
into  his  late  80s).  Second,  the  noise 
media  notwithstanding,  Messrs. 
Bush,  Haig,  Weinberger,  Meese  and 
Baker  kept  the  government  running 
remarkably  smoothly  after  a  to-be-ex- 
pected bit  of  initial  confusion.  And 
third,  Mr.  Reagan  exuded  courage, 
calm  and  confidence  throughout  the 
ordeal — winning  the  respect,  if  not 
the  admiration,  of  some  of  his  more 
ardent  detractors.  There's  a  feeling  in 
the  spring  air  that  maybe,  just  maybe, 
the  country  has  finally  put  behind  it 
the  disheartening  decades  of  Vietnam, 
Watergate  and  the  Kennedy  and  King 
tragedies. 

The  stock  market  caught  a  whiff  of 
this  refreshing  breeze  and  fluttered 
back  and  forth  over  the  once-awe- 


some 1000  level  on  the  DJI.  Of  my  las) 
eight  recommendations,  six  are  at 
new  highs  as  of  this  writing  (Capital 
Cities  Communications,  Dow  Jones, 
Dun  &  Bradstreet,  Multimedia,  A  C 
Nielsen  and  Commerce  Clearing 
House).  Lagging  a  point  or  two  ig 
Time  Inc.,  whose  earnings  estimate 
for  1982  has  been  lowered  from  $8.5C 
per  share  to  $7.50  per  share  ft&  $5.73 
in  1981)  due  to  an  anticipated  ini 
crease  in  spending  in  its  video  area; 
the  issuance  of  preferred  stock  and  a 
less  buoyant  rebound  in  its  paper  ant 
forest  products  operations. 

Taking  a  beating  are  some  of  m> 
favorite  energy  and  energy-relatec 
stocks,  which  have  been  clobbered  in 
anticipation  of  disappointing  first- 
quarter  earnings  reports.  Engelhard 
Minerals  &  Chemical  (43)  is  now  exi 
pected  to  show  1981  earnings  ol 
around  $6  to  $6.50,  instead  of  the  pre- 
viously anticipated  $9  per  share,  due  tc 
a  steep  drop  in  its  highly  profitable 
commodities  trading  business.  The  re- 
cession in  Europe  has  been  deepening, 
there  have  been  losses  in  sugar  trading 
and  the  oil  trading  business  is  current- 
ly dead  in  the  water.  Business  is  ex- 
pected to  turn  up  later  in  the  year,  and 
the  long-term  outlook  is  for  a  five-yeal 
growth  rate  of  25%  or  better.  The  com- 
pany has  recently  announced  a  spinofl 
of  its  industrial  operations  to  be 
named  Engelhard  Corp.,  which  i& 
viewed  as  a  very  positive  move. 

Hang  on  to  your  good  domestic  (o: 
friendly)  oil  company  stocks.  Remem 
ber,  OPEC  is  scheduled  to  meet  agair 
on  May  25,  and  today's  glut  could  turr 
into  tomorrow's  shortage  as  fast  a; 
you  can  shut  off  a  pipeline  valve 
Saudi  Arabia  has  been  keeping  its  pro 
duction  at  10-plus  million  barrels  £ 
day  and  should  come  under  ver> 
heavy  pressure  from  a  number  of  the 
other  exporting  countries  for  a  20%  tc 
25%  cutback.  The  Saudis  have  made 
their  point  to  their  tentmates  and  wil! 
probably  slow  the  flow  and  raise  theii 
prices  slightly  to  meet  those  of  the! 
greedies  on  the  way  down.  My  top 
picks  in  the  oil  group  aieAmerada  Hess 
(31),  Union  Oil  of  California  (35),  Texan 
Eastern  Corp.  (51),  Woods  Petroleum 
(27)  and  the  more  speculative  Beard 
Oil  (23). 

Also  keep  your  oil  service  stocks 
Schlumberger  (97),  NL  Industries  (64j 
pre-split),  Hughes  Tool  (74)  and  Parker 
Drilling  (29)  in  particular.  Still  looking 
good  axe  Baker  International  [40],  Haiti- 
burton  (68),  Smith  International  (52 
and.  Rowan  Cos.  (17).  A  year  from  now 
this  spate  of  selling  could  prove  to  be  a 
tempest  in  an  oil  drum.  ■ 
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HE  WHO  IS  AFRAID 
TO  MAKE  MISTAKES  IS 
AFRAID  TO  SUCCEED. 


Edison,  the  Wright  Brothers,  Alexander 
Graham  Bell.  They  all  made  mistakes  before 
they  reached  their  goals. 

It's  the  same  for  successful  Commodity 
and  Financial  Futures  traders.  For  them, 
being  very  right  once  can  more  than  com- 
pensate for  several  mistakes. 

Successful  traders  follow  the  maxim  of 
"cutting  losses  and  letting  profits  run."  They 
strive  to  identify  a  price  movement  and,  if 
right,  stay  with  it.  If  wrong,  to  trade  rapidly. 
Always  according  to  plan,  of  course. 


Central  to  this  strategy  is  a  highly  liquid 
market.  One  with  a  large  volume  of  trad- 
ing. To  allow  easy  entry  to  and  exit  from 
the  market. 

And  at  the  Chicago  Board  of  Trade, 
the  world's  leading  and  largest  Futures  ex- 
change, that's  precisely  what  we  offer  you. 

If  you  have  the  financial  ability  to  par- 
ticipate in  this  market,  further  exploration 
could  prove  quite  rewarding. 

For  our  information  package  Call  800/621-4641. 

In  Illinois  800/572-4217.  Or  ask  your  broker. 


§i  Chicago  Board  of  Trade 


The  Contrarian 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS.  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


■  Take 

Common 
Stock 

in  the ' 80's. 

Investors  are  now  taking  a 
hard  look  at  common  stocks  as 
the  investment  vehicle  of  the 
'80's.  And  the  thought  that 
real  values  can  be  missed  by 
overemphasizing  timing  and 
cycles. 

We  at  Penn  Square  think 
this  makes  sense.  After  all,  it's 
what  we've  been  saying  for 
24  years. 

for  more  information,  including  management 
charges  and  expenses,  write  or  call  us  for  our 
prospectus.  Read  it  carefully  before  you  invest  or 
send  money. 

800/523-8440 

In  PA,  call  collect.  215/376-6771 


i 


Penn  Square  Mutual  Fund 

B    Sth  &  Washington  Sts  .  PO  Box  1419.  Reading.  PA  19603  B 

|       Name  :  

I Address    ■ 

Citv  State  Zip   ( 


A  cardinal  rule:  Have  at  least  a  dozen 
baskets  for  your  low  price /earnings  eggs — 
not  all  of  them  will  turn  out  golden. 

THE  YEAR  OF 
THE  TORTOISE 


By  David  Drernan 


Investment  experience  since  1957. 

Over  SI 50,000,000.  in  assets.  FM  ■ 


"Yes,  the  statistics 
favoring  low  price/ 
earnings  stocks  are 
impressive,"  an  in- 
terviewer on  the  ra- 
dio commented  re- 
cently, "but  aren't 
such  companies  out 
of  favor  with  good 
reason?  You  have  to 
wait  forever  for  a 
turnaround."  A  good  question,  and 
one  that  has  been  put  to  me  numerous 
times.  My  reply  is  that  you  rarely  do 
have  to  wait  "forever."  True,  one 
should  have  the  patience  to  wait,  but 
markets  are  incurably  manic-depres- 
sive, which  makes  the  wins  come  a 
lot  faster  than  you  might  think, 
thanks  to  rapid  changes  in  investor 
perceptions. 

Take  the  42  stocks  recommended 
in  this  column  over  the  last  12 
months.  All  were  low  P/Es  and  the 
majority  were  large  capitalizations. 
They  might  seem  ho-hum,  particular- 
ly since  the  period  was  a  tough  one  for 
outdistancing  the  S&P's  500.  Yet, 
measured  from  the  time  of  the  recom- 
mendations, the  group  did  approxi- 
mately twice  as  well  as  the  S&P's  or 
the  Dow.  Naturally,  not  every  stock 
was  a  winner,  which  is  the  reason  for 
a  cardinal  rule  of  the  low  price/earn- 
ings strategy — have  at  least  a  dozen 
baskets  for  your  low  P/E  eggs,  not  all 
of  which  will  turn  out  golden.  Broad 
diversification  will  keep  you  out  of 
trouble  and  bring  you  results  more  in 
line  with  the  superior  returns  demon- 
strated over  the  years. 

A  second  rule  I  follow,  as  important 
today  as  through  the  year,  is  to  stay 
fully  invested.  The  market  was  cheap 
12  months  ago,  and  though  it  has 
moved  up  substantially,  it  is  still 

David  Dreman  is  managing  director  of  Dre- 
rnan, Gray  &  King,  Investment  Counsel,  New 
York,  and  autlxyr  of  Contrarian  Investment 
Strategy  and  Psychology  and  the  Stock  Market. 


cheap.  Relative  to  most  categories  of 
investments,  good-grade  common 
stocks  are  very  much  on  the  bargain 
counter.  If  you  had  stayed  fully  invest- 
ed a  year  ago,  you  would  have  done 
about  2Vi  to  3  times  as  well  in  stocks 
as  in  money  market  funds  or  long- 
term  bonds — and  this  before  taxes  on 
interest.  You  would  have  done  better 
than  in  collectibles  and  many  times 
better  than  trading  your  worldly  pos- 
sessions in  for  bags  of  gold  at  $700  to 
$800  an  ounce,  as  several  leading 
gurus  of  the  gloom-and-doom  set  rec- 
ommended at  the  time. 

But  back  to  a  brief  update  of  some 
of  the  selections.  The  market  has 
been  anything  but  manic  on  the  oils: 
The  four  internationals  recommended 
in  the  Dec.  22  issue— Gulf,  Shell 
Transport,  Royal  Dutch  and  Texaco — 
were  the  worst  performing  group, 
down  almost  25%  to  the  present  level. 

Does  this  mean  they  should  be  sold 
here?  Definitely  not.  It  is  precisely 
during  this  sort  of  overreaction  that 
good  money  is  usually  made.  The  rea- 
sons for  recommending  oil  stocks  are 
still  there:  Excellent  earnings  progress 
and  the  prospects  of  good  increases  in 
the  years  ahead;  high  and  expanding 
dividends;  and  strong  financial  re- 
sources. Currently  trading  at  multi- 
ples only  one-third  to  one-half  those 
of  the  general  market,  the  oils  are 
more  of  a  bargain  than  ever. 

Remember,  one  of  the  glories  of  low 
P/E  stocks  is  that  they  are  so  far  down 
that  just  coming  up  to  average  creates 
substantial  profits  in  them;  if  they  go 
on  from  merely  average  to  selling  at  a 
premium,  the  profits  can  be  sensa- 
tional. This  happened  with  the  bro- 
kerage group,  which  I  recommended 
on  June  23,  1980.  At  the  time,  they 
were  in  the  darkest  corners  of  inves- 
tors' doghouses,  priced  at  multiples  of 
3  or  4  times  earnings,  with  some  trad- 
ing at  half  of  book  value  and  yielding 
over  6% .  Exchange  volume  was  down 
at  the  time,  meaning  any  pickup 
would  result  in  higher  earnings, 
which  is  exactly  what  happened. 
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TAX  FREE  BONDS. 

Ask  the  man  who  owns  them. 


F8 

NAME 


ADDRESS. 


"I  know  that  what  counts  is  the  bottom  line. 
I've  never  found  an  investment  that  offers  me 
the  soundness  or  the  return  that  I  get  from  muni- 
cipal bonds. 

"I  know  going  in  that  the  interest  on  munici- 
pals is  tax  free.  In  my  50%  tax  bracket,  a  bond 
that  pays  me  12%  tax  free  is  the  equivalent  of 
some  other  investment  paying  24%.  Based  on 
Dow  Jones  figures,  that  24%  is  almost  five  times 
the  growth  I  could  have  gotten  in  the  stock  mar- 
ket over  the  last  three  years. 

"What  particularly  sold  me  on  tax  frees  is 
their  stability.  Both  principal  and  interest  are 
guaranteed.  I  don't  have  to  worry  about  follow- 
ing charts  every  day.  I  know  my  investment 
is  secure. 

"When  it  comes  to  tax  frees,  1  rely  on  the 
people  at  Multi-Vest.  Municipal  bonds  are  their 
only  business.  Dealing  with  the  specialists  at  MVS 
has  given  me  my  investment  objective  —  a  better 
bottom  line." 

For  the  story  on  how  tax  free  bonds 
can  work  for  you,  talk  to  the 
specialists  at  MVS.  It's  their 
business  to  know. 


Alulti  -  Vest  Securities,  Inc . 


MVS 


CITY/STATE/ZIP. 


63  WALL  STREET 
—  NEW  YORK  10005 
212  425-0366 
800-221-5136 
Members:  NASD/SIPC 
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M(  )NKY&  INVESTMENTS 


Is  buttering  up  the  boss  the  best  way  to  get 
ahead?  Myth  says,  "yes."  Facts  say,  "no" 

LUNCH  WITH 
THE  BOSS 


By  Srully  Blotuick 


HOW    MANY  TIMES 

have  you  heard  the 
cliche,  "It's  not 
what  you  know,  it's 
who  you  know"? 
Well,  it  is  false.  Pur- 
suing it  is  a  waste  of 
time  and  energy. 

To  see  why,  start 
by  asking  yourself 
how  many  people 
you  know  well  who  are  in  a  position 
to  boost  your  earnings  significantly.  If 
you  are  at  all  typical,  you'll  come  up 
empty  on  this  one.  Some  commonly 
encountered  replies:  "I  once  met 
Johnny  Carson,  but  he  probably 
wouldn't  remember  me,"  and,  "I  have 
a  relative  who  told  me  he  has  a  friend 
who's  a  pal  of  David  Rockefeller." 

Are  you  doomed  to  obscurity,  then, 
because  you  don't  socialize  with  the 
executive  jet  set?  The  overwhelming 
majority  of  people  think  you  are.  The 
most  frequently  heard  comment: 
"Once  they  got  to  know  me,  I'm  sure 
I'd  move  ahead  faster." 

Suppose  you  could,  after  much  time 
and  energy,  mingle  with  the  mighty. 
Would  that  bring  you  power  and 
wealth?  Would  it  be  worth  the  effort? 

Long  ago,  I  decided  to  examine  ce- 
lebrity-collecting as  a  business.  The 
expenditure  of  time  and  money  was 
recorded  as  carefully  as  possible  for  a 
wide  variety  of  people  so  that,  for  the 
first  time,  return  on  investment  cal- 
culations could  be  made.  It  is  a 
straightforward  approach — Graham 
and  Dodd  applied  to  socializing. 

In  a  sample  consisting  of  1,500  peo- 
ple, a  cross  section  of  middle-class 
America  in  1960,  most  had  given  the 
matter  a  great  deal  of  thought.  In  fact, 
they  had  a  plan.  They  may  not  have 
been  able  to  hobnob  right  away  with 

Dr.  Srully  Blotuick  is  a  practicing  psy  chologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


someone  wealthy  and  well  known, 
but  they  had  an  alternative  in  mind. 
"Maybe  I'll  run  into  Frank  Sinatra  one 
day,  get  to  know  him,  and  he'll  set  me 
up  in  business,"  one  said.  "And  until 
then?"  we  asked.  "I  have  a  better  idea 
for  now,"  he  replied.  "I'm  going  to 
have  lunch  with  the  boss." 

Lunch  with  the  boss.  It  was  men- 
tioned surprisingly  often  as  an  impor- 
tant objective  by  people  who  worked 
in  offices  with  over  60 — and  especial- 
ly 200  or  more — employees  in  the 
same  location.  (In  businesses  with 
few  workers,  for  example,  suburban 
real  estate  offices  and  auto  dealer- 
ships, it  usually  happened  as  a  matter 
of  course.)  More  than  half  of  those 
who  worked  in  large  offices— 367  of 
712 — considered  it  "a  key  goal." 

Determined  people  that  they  were, 
a  goodly  number  accomplished  what 
they  set  out  to  do.  Almost  one-third — 
119  of  the  367 — wound  up  having 
lunch  with  the  boss  in  their  first  three 
years  on  the  job. 

Did  it  help?  To  a  last  man  and 
woman,  they'd  sworn  it  would.  To  see 
if  it  did,  we  compared  the  earnings 
records  of  the  119  lucky  lunchers  with 
another  119  chosen  at  random  from 
those  who  did  not  think  lunch  with 
the  boss  was  "a  key  goal." 

When  the  results  were  in,  it  was 
obvious  something  had  gone  wrong. 
Those  who'd  tried  hard  to  befriend 
the  boss  earned  less  than  the  others 
after  10  years,  and  significantly  less  at 
the  15-  and  20-year  check  points. 

Without  referring  in  any  way  to  the 
people  in  the  sample,  I  had  inter- 
viewed most  of  the  supervisors  in- 
volved. What  emerged  was  that  at- 
tempting to  socialize  with  the  boss 
may  do  more  harm  than  good.  Why? 
Because  there  is  a  strong  tendency 
among  people  in  responsible  positions 
to  be  on  guard  against  brown-nosing. 

Executives  in  the  $50,000-plus 
range  displayed  a  startling  degree  of 
suspicion  of  their  own  motives  when 
it  came  to  hiring  and,  more  impor- 
tantly, promoting  someone  they  per- 


sonally knew  well.  "Sometimes  we 
have  a  beer  together  after  work,"  said 
a  $68,000-a-year  production  manager, 
speaking  for  the  rest,  "and  that  makes 
me  look  twice  as  hard  at  his  output. 
He's  got  to  be  better  than  the  others  if 
I'm  going  to  move  him  up.  He's  my 
friend." 

That  comment,  representative  of 
what  I  heard  over  and  over  again, 
would  have  appalled  and  infuriated 
the  people  being  referred  to.  "It's  go- 
ing to  make  it  easier  for  me  to  get  to 
the  top  if  I'm  buddies  with  the  boss," 
they  insisted,  "and  I'm  going  to  get 
there  quicker,  too." 

Is  socializing  with  the  boss  a  com- 
plete waste  of  time?  No,  not  if  your 
boss  earns  $39,000  or  less  per  annum. 
Supervisors  in  this  income  range  actu- 
ally encouraged  their  subordinates  to 
court  them.  "I  like  it  when  people 
butter  me  up,"  one  $35,000-a-year  de- 
partment manager  said.  "I  see  it  as  a 
sign  of  respect."  (In  a  continuing 
study  of  executives  earning  $100,000 
and  up,  not  a  single  one  agreed  with 
that  remark.  Most  winced  at  the  very 
thought.  As  one,  who  earns  over 
$250,000,  told  me,  "Good  God,  man. 
You've  got  to  be  kidding.") 

There  is  one  case  in  which  lunch 
with  a  boss  earning  over  $50,000  is 
useful:  when  it  is  a  working  lunch 
Most  high-level  executives  took  pains 
to  point  out  that  they  didn't  consider 
the  midday  hours  a  break  time.  One 
whose  remuneration  package  exceeds 
$600,000  per  year,  said:  "I  have  to 
insist  at  times  that  junior  people  join 
me  at  lunch  so  that  we  can  accom- 
plish things  I  couldn't  find  time  for  in 
my  morning  or  afternoon  schedule. 
The  conversation  may  be  more  re- 
laxed than  it  would  be  in  the  office, 
but  make  no  mistake,  we're  still 
working.  They're  not  climbing." 

Recently,  a  very  ambitious  33-year- 
old  asked  me  if  he  should  try  to  have 
lunch  with  his  boss.  "Sure,"  I  replied, 
"if  the  person  earns  less  than; 
$50,000."  I'd  barely  finished  my  sen-* 
tence  when  he  snapped:  "Why  would 
I  want  to  have  lunch  with  anyone 
who  earns  less  than  50  gees?  Anyway, 
I  think  he  earns  more  than  that."  I 
suggested,  then,  that  they  make  it  a) 
working  lunch.  "No,"  he  replied,  "1 
want  him  to  talk  about  his  family. 
And  I  want  him  to  get  to  know  me 
personally,  not  just  as  a  worker." 

As  I  said,  he's  a  very  aggressive 
young  man,  and  he'll  probably  be  able 
to  wangle  it.  But  even  if  he  gets  his 
boss  to  pick  up  the  tab  for  the  meal, 
guess  who's  going  to  wind  up  paying 
for  it  in  the  long  run?  ■ 
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OUR  PRODUCT 
LINE  NAY  NOT  BE 
THAT  EXCITING.. 


Masco  products,  like  faucets,  ventilators,  humidifiers,  gearshift  levers  and  oil 
drilling  equipment,  may  not  exactly  qualify  as  glamorous. 

On  the  other  hand,  a  company  that  has  more  than  tripled  its  earnings  every 
five  years  and  whose  after-tax  margins  are  better  than  10  percent  (twice  that  of  the 
average  manufacturing  company)  could  hardly  be  considered  an  ugly  duckling.  In 
fact  we're  almost  unique.  Of  all  companies  listed  on  the  New  York  Stock  Exchange, 
having  22  consecutive  years  of  increased  sales,  net  income  and  earnings  per  share, 
look  who  leads  the  pack  in  average  annual  earnings  per  share  growth  for  the 
period  1959  -  1980. 


1 .  MASCO  CORPORATION  29.7% 

2.  Xerox  Corporation  28.4 

3.  Baxter  Travenol  Laboratories  19. 1 

4.  Dr.  Pepper  Co.  18.7 

5.  Air  Products  &  Chemicals,  Inc.  18.3 

6.  Petrolane  Inc.  17.2 

7.  Johnson  &  Johnson  15.8 

8.  Philip  Morris  Inc.  15.4 

9.  Bristol-Meyers  Co.  15.2 
10.  Jostens,  Inc.  13.6 

Source:  Standard  &  Poor's  Corporation 


We  don't  want  to  spoil  our  annual  report  for  you  with  its  strategies  for  future 
growth.  Nor  the  forecast  that  calls  for  a  doubling  of  sales  over  the  next  five  years. 
The  report  illustrates  that  nothing  succeeds  like  success,  if  you  keep  in  mind  what 
made  you  successful  in  the  first  place.  For  your  copy,  write  to:  John  C.  Nicholls,  Jr., 
Treasurer;  Masco  Corporation;  Department  113;  21001  Van  Born  Road;  Taylor, 
Michigan  48180. 


...BUT  OUR 
BOTTOM  LINE  IS 
ANOTHER  MATTER 

MASCO  CORPORATION 


A  SPECIAL  FORBES  ADVERTISING  SERVICE  FOR  INVESTORS  AND  THE  FINANCIAL  COMMUNITY 

N  New  York  Stock  Exchange      A  American  Stock  Exchange       O  Over-the-Counter      P  Pacific  Stock  Exchange 


ALOHA  AIRLINES,  INC.  (A,  P) 

(ALO)  HONOLULU,  HI  Aloha  Airlines,  Inc ,  (AS£,  PSE)  today 
reported  net  earnings  of  (4,889,000  or  $2.29  per  share  The 
announcement  was  made  by  Edward  E  Swofford,  presi- 
dent of  the  interisland  air  carrier.  The  1980  results  are  a 
marked  improvement  over  the  $1,233,000  or  $.58  (58 
cents)  per  share  recorded  in  1979.  The  1980  pretax  earn- 
ings of  $5,611,000  included  a  gain  of  $3,148,000  on  the 
sale  of  flight  equipment. 

"1980  was  a  difficult  year,"  Swofford  said  Aloha 
was  faced  with  a  deteriorating  economy  which  resulted  in 
decreased  traffic,  increased  costs,  and  thus  the  need  to 
increase  fares 

"In  spite  of  Aloha's  9.5  percent  decline  in  traffic,  we 
achieved  an  acceptable  earnings  level.  This  was  accom- 
plished by  increasing  our  market  share  to  an  all  time  high, 
initiating  of  cost  controls  early  in  the  year,  and  reducing  our 
fleet  to  meet  the  erosion  in  intensland  traffic,"  Swofford 
said 

Swofford  also  reported  fourth  quarter  net  earnings  of 
$6,000,  a  substantial  turnaround  from  the  $1.5  million  loss 
reported  for  the  same  period  in  1979. 

"The  fourth  quarter  is  typically  the  weakest  for  Aloha 
due  to  the  decreased  pleasure  travel  from  Hawaii's  major 
markets.  In  addition,  the  1979  fourth  quarter  was  adversely 
impacted  by  a  discount  fare  war,"  Swofford  said 

"Our  success  in  1980  was  based  on  a  total  team  effort 
by  all  the  employees  of  Aloha  Airlines,"  Swofford  said. 
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(Contact:  Alvin  R.  Koo,  Vice  President-Public  Relations, 
Aloha  Airlines,  P.O.  Box  30028,  Honolulu,  Hawaii  96820. 
Phone:  (808)  836-4206 ) 


AMETEK,  Inc.  (N) 

AMETEK  RECEIVES  PATENT  ON  PHOTOVOLTAIC  SOLAR  CELL 
Paoli,  PA  (April  7,  1981)  AMETEK,  Inc.  (NYSE)  announced 
that  the  basic  patent  on  its  solar  photovoltaic  device  was 
issued  today  According  to  the  industrial  manufacturer,  the 
importance  of  the  patent  lies  in  the  simplicity  of  its  process 
and  very  low  cost  of  the  material  used  to  convert  sunlight 
to  electricity.  The  company  expects  a  subsequent  patent  on 
the  details  of  the  process  to  be  granted  shortly. 

AMETEK  said  that  in  addition  to  these  U.S.  patents, 
foreign  patent  protection  is  being  sought.  The  development 
effort  which  produced  the  solar  cell  was  led  by  Dr.  Ferenc  J. 


Schmidt,  an  electrochemist  who  is  a  vice  president-techni- 
cal director  of  AMETEK.  and  Dr  Gabor  F.  Fulop,  a  nuclear 
physicist  who  is  director  of  the  company's  Applied  Materi- 
als Laboratory. 

The  basic  patent  covers  a  solar  photovoltaic  device  made 
up  of  very  thin  films  of  a  common  semiconductor,  cadmium 
telluride,  and  other  materials  which  can  be  applied  to 
almost  any  surface.  The  thin  film  coatings  are  applied  by 
electrodeposition,  basically  the  same  process  as  electro- 
plating, by  which  chrome,  silver  and  other  metals  are 
plated  throughout  industry.  The  basic  photovoltaic  com- 
pound used  in  AMETEK's  cell  is  composed  of  cadmium  and 
tellurium,  both  of  which  are  common  by-products  of  metal 
refining  and  readily  available  in  the  United  States. 

The  company  reported  that  it  has  produced  solar  cells  in 
a  laboratory  batch  process  that  have  achieved  efficiencies 
in  excess  of  eight  percent  in  converting  the  sun's  energy  to 
electricity,  with  the  majority  of  test  cells  in  the  five  to  six 
percent  range.  The  company  expects  improvements  in 
efficiency  as  development  continues,  noting  that  efficien- 
cies of  up  to  18  percent  may  be  obtainable  with  this 
material,  which  has  a  theoretical  efficiency  of  26  percent. 

Efficiency  figures  are  based  on  standard  tests  which 
measure  the  percentage  of  the  total  light  energy  falling  on 
a  solar  cell  which  the  cell  can  convert  into  electrical 
energy.  An  array  of  AMETEK's  cadmium  telluride-based 
cells,  because  of  the  low  cost  of  the  materials  employed 
simplicity  of  the  low  temperature  production  process  and 
minimum  energy  required  in  it,  should  cost  less  than  $12 
per  square  foot,  and  produce  electricity  at  less  than  $2.50 
per  peak  watt  of  generated  powers,  based  on  the  com- 
pany's average  five  to  six  per  cent  efficiency  today.  By 
comparison,  the  common  photovoltaic  solar  material  avail- 
able today  is  silicon  which,  despite  efficiencies  of  ten  to 
twelve  percent,  is  quite  expensive  because  of  the  very  high 
cost  of  energy  required  in  its  production.  An  assembled 
solar  array  of  silicon  currently  costs  about  $100  per  square 
foot,  and  should  produce  electricity  at  a  cost  of  about  $10 
per  peak  watt. 

AMETEK  stressed  that  its  photovoltaic  program  is  still  in 
the  laboratory  development  stage,  and  noted  that  the 
company  has  begun  preparing  a  pilot  plant  facility  for 
photovoltaic  work,  where  equipment  is  now  being  installed 
to  develop  manufacturing  processes  for  the  cadmium  tellu- 
ride cell. 

(Contact:  Darrah  E.  Ribble,  Jr.,  AMETEK,  Inc.,  Station 
Square  Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


AYEROK  PETROLEUM  LTD.  V 

VANCOUVER,  B.C.,  Canada,  April  9,  1981— 
Drilling  Up-Date — New  Acquisitions 

Ayerok  Petroleum  Ltd.  management  is  pleased  to  an- 
nounce the  the  acquisition  (subject  to  regulatory  approval) 
of  10%  working  interest  and  7Vi%  net  revenue  interest  in 
an  8900-acre  prospect,  Crockett  County,  Texas.  The  pros- 
pect offers  a  program  to  drill  up  to  5  offsetting  deep  gas 
wells  against  presently  producing  wells.  Estimated  re- 
serves are  125  billion  cubic  feet  of  deep  well  gas.  Pay  back 
on  two  producing  wells  is  estimated  to  be  2.7  months. 

Nail  Ranch  oil  prospect— Mitchell  County,  Tex- 
as. Ayerok  has  a  50%  working  interest  and  35%  net 
revenue  interest  on  640  acres  of  this  excellent  oil  prospect. 
The  first  of  two  test  wells  will  be  spud  in  on  May  15,  1981 
and  the  second,  45  days  later.  80-acre  spacing  permits  a 
further  six  development  wells.  Wells  adjacent  to  the  pros- 
pect and  in  the  vicinity  are  currently  producing  150-250 
B.O.P.D.  from  all  the  formations  to  be  penetrated. 

Paint  Rock  prospect — Concho  County,  Texas. 
Estimated  combined  gas  flow  from  two  successful  gas 
wells  (Hutchinson  1  and  Cole  1)  is  l,000mcf/day.  Both  are 
expected  to  be  individual,  long  term  natural  flowing  pro- 
ducing gas  wells.  A  tentative  agreement  has  been  reached 


with  Sun  Gas  Co..  to  purchase  the  gas.  Hook-up  should 
within  2-3  weeks  and  cash  flow  within  sixty  days 
independent  study  is  being  conducted  to  verify  the  numbej 
of  additional  wells  to  be  drilled.  (Present  estimates  mdi 
cate  6  development  and  possibly  6  offset.)  Annual  estimat 
ed  cash  flow  after  payback  to  Ayerok  on  Hutchinson  1  an 
Cole  1  is  approximately  U.S.  $350,000  00 

Clear  Creek— Yukon  territory.  Ayerok  and  Bry  Petro 
leum  Ltd  share  equally  100%  in  43  placer  gold  claims. 
CAN  $100,000.00  stripping  program  has  just  been  complet 
ed  in  preparation  for  bulk  sampling  and  limited  product : 
based  on  results  obtained  Previous  findings  indicated 
estimated  gross  CAN  $17.50  per  yard  in  gold  values  (CAI 
$500  per  oz.  gold)  with  net  CAN  $10.00  per  yard  Reserve 
are  estimated  at  30  years  on  5000  yards  per  day  and  12 
production  years. 

(Contact:  Norman  Newsom.  President.  Ayerok  Petroleur 
Ltd.,  1004-789  W.  Pender  St..  Vancouver,  B.C.  Canada  V6i 
1J2  (604)  669-3332.) 


DAON  DEVELOPMENT  CORPORATION 

(DAON  F)  VANCOUVER.  B.C.  Despite  record  high  intere; 
rates  that  have  plagued  the  real  estate  developmer 
industry  in  both  the  United  States  and  Canada.  Dao 
continued  to  enjoy  record  results  during  1980  in  terms 
earnings,  cash  flow  and  total  assets.  This  was  achieve 
while  still  improving  its  capital  base  and  liquidity  position 
over  the  previous  year.  (All  figures  are  quoted  in  Canadia 
dollars.) 

Total  revenue  increased  by  31%,  earnings  per  shar 
increased  by  20%,  cash  flow  by  15%  and  total  assets 
37%  from  1979.  Shareholders'  equity,  on  an  historic  coj 
basis  rose  by  32%  and  now  stands  at  $159  million. 

Following  its  established  procedure,  the  Company  corn 
missioned  an  independent  valuation  of  all  Daon's  interest 
in  real  estate  at  fiscal  year-end,  October  31,  1980.  Base 
on  this  appraisal  and  the  quoted  market  value  of  liste 
securities,  the  total  market  value  of  Daon's  holdings  e> 
ceeded  book  value  by  $469  million.  On  a  common  shar 
basis,  the  net  market  value  of  assets,  after  provision  f( 
estimated  taxes,  increased  by  32%  over  1979  from  $7.46 1 
$9.81  per  share  at  October  31,  1980. 

In  direct  response  to  the  unusually  high  levels  of  Ion' 
term  mortgage  rates,  the  Company  has  sold  interests 
certain  of  its  income  properties  under  development.  Tf 
Company  completed  in  fiscal  1980  the  marketing  of  tr 
Daon  Centre  Limited  Partnership,  representing  50%  ownet 
ship  in  the  Company's  new  headquarters  building 
Vancouver,  B.C.;  and  early  in  fiscal  1981,  the  marketing  I 
Daon  Shopping  Centres,  Alberta,  representing  a  52%  owr 
ership  in  three  regional  shopping  centres. 

Financial  HlfMifMs: 

(in  thousands,  except  per  share  amount 
Twelve  Months  Ended  October  31.  1980  I  960  197 
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Daon  Development  Corporation  is  an  integrated  re 
estate  investment  and  development  company  operating 
Canada,  and  through  Daon  Corporation,  a  wholly-own 
subsidiary,  in  the  United  States.  Approximately  two-thirc 
of  the  Company's  property  assets  are  located  in  the  U  S 

(Contact:  Mac  D.  Campbell,  Senior  Vice-President  ar 
Chief  Financial  Officer,  Daon  Development  Corporatio 
999  West  Hastings  Street,  Vancouver.  B.C.  Phone:  (60 
688-2171.) 
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POINT  CORPORATION  N 

NEW  YORK,  April  2,  1981   At  a  video  press 

ence  held  today  in  New  York  City,  Datapoint  Corpora- 
nnounced  the  additon  of  a  powerful  ISX®  Information 
ling  Exchange  and  KSX®  Key  Switching  Exchange  to 
mily  of  integrated  electronic  office  products.  With 
additions,  Datapoint  becomes  the  first  electronic 
vendor  to  offer  both  a  digital  voice/data  private 
h  exchange  (PBX)  and  coaxial-based  local  networking 
e  in  the  integrated  office  environment, 
te  ISX  is  a  very  powerful  and  complete  business 
lone  facility  that  provides  its  user  with  an  integrated 
s  of  efficiently  communicating  voice,  data,  text,  fac- 
,  graphics  and  other  digitized  information  both  within 
eyond  the  local  information  network,"  explained  Dan 
sage,  Vice  President  and  Group  Executive  of  Data- 
s  Office  Systems  Group. 

hen  the  ISX  is  coupled  with  Datapoint's  Attached 
irce  Computer®  (ARC®)  local  coaxial  network,  users 
se  both  coaxial  cable  and  regular  telephone  wiring  to 
nit  voice  and  data  not  only  throughout  the  entire  local 
but  to  branch  sites  and  offices  located  around  the 

i  ISX  is  compatible  with  a  variety  of  industry-stan- 
and  Datapoint -offered  telephone  sets  and  video  data 
rials,  any  combination  of  which  can  be  used  in  the 
nation  network.  In  its  largest  configuration,  the  sys- 
an  support  a  combination  of  up  to  20,000  telephones 
ata  terminals. 

3  smaller  switching  exchange  being  offered  by  Data- 
is  the  KSX  Key  Switching  Exchange,  which  can  be 
>ured  to  support  offices  that  normally  require  the  use 
m  8  to  128  telephones. 

atapoint  has  established  a  proven  track  record  in 
ing  to  market  innovative  electronic  office  systems  and 
:ectures,"  related  Hosage.  "The  ISX  and  ARC  provide 
•itical  global  and  local  communications  pathways  that 
for  the  further  integration  of  advanced  office  sys- 
In  the  future,  Datapoint  will  continue  to  broaden  the 
i  of  its  product  line  and  provide  additional  functions 
ting  in  the  integrated  environment." 
intact:  TJ.  Moldenhauer,  Datapoint  Corporation,  9725 
joint  Drive,  Mail  Station  H33F,  San  Antonio,  TX  78284. 
i:  (512)  699-4428.) 


RLAKE  DEVELOPMENT  CORP.  VSE 

VANCOUVER,  B.C.,  Canada,  March  25,  1981— Inter- 
)evelopment  Corp.  is  actively  engaged  in  the  explora- 
and  development  of  oil  and  gas  resources,  in  the 
i  States  and  Canada. 

erlake  announced  completion  of  a  firm  underwriting 
500,000  shares  plus  200,000-option,  netting 
0,000. 

>  Gas  Exploration 

as — Pawnee  County.  Burdett  Prospect: 

erlake  has  a  9%  Wl  in  this  prospect.  Completed 
ig  resulted  in  32  potential  gas  wells.  455  MMCF  in 
proven  reserves  are  attributable  to  the  company's 
1st,  and  its  share  of  projected  reserves  is  approximate- 
00  MMCF. 

tierlands — Pawnee  County: 

erlake  has  a  7'/2%  Wl  in  approximately  14,000  acres 

ent  to  Burdett  Prospect — a  site  in  which  the  company 

dy  has  a  working  interest.  Reports  from  John  Blain 

leering  Ltd.  indicate  probable  reserves  of  900  MMCF 

utable  to  the  company. 

York — Chautauqua  Prospect: 

erlake  owns  a  2%  Wl  in  this  prospect.  Preliminary 

ation  of  total  reserves  of  the  first  six  wells  drilled  is 

MMCF,  of  which  the  company's  net  interest  is  51 

F.  Twelve  further  wells  will  be  drilled,  commencing 

1981. 

tana — Roosevelt  Cnty.,  Big  Muddy  Field  Creek: 

erlake  has  entered  into  an  agreement  with  Anador 
jrces  Inc.  for  10%  Wl  in  a  test  well.  Currently  drilled  to 
feet.  The  well  is  100  feet  from  a  well  with  reserves  of 


approximately  400,000  bbl.  oil  and  is  being  drilled  to 
12,000  feet.  An  economic  evaluation  by  John  Blain  Engi- 
neering Ltd.  estimates  recoverable  reserves  as  high  as 
800,000  bbl.  oil. 

New  Mexico — San  Juan  Basin: 

Interlake  has  a  25%  Wl  in  a  320-acre  parcel  in  the  San 
Juan  Basin  in  New  Mexico.  Drilling  is  expected  to  com- 
mence June,  1981. 
Alberta— Huxley: 

Interlake  purchased  an  11.25%  net  revenue  interest  in  a 
well  4-27-34-24  W4M,  and  in  an  undrilled  Section  34-34- 
24  W4M.  Total  proven  and  probable  reserves,  attributable  to 
the  company,  are  905  MMCF.  The  well  is  expected  to  be  on 
stream  mid-1982. 
Destiny— 7-We!l  Program: 

Interlake  has  a  10%  Wl  in  a  7-well  program  in  Colorado, 
Oklahoma,  and  Texas.  Four  wells  have  been  drilled  and  will 
be  on  stream  within  the  next  few  weeks,  by  which  time  the 
economic  evaluation  will  be  completed. 

(For  information  on  further  developments  contact:  Gary 
Bilodeau,  Pres.  or  Jim  Andrews,  G  A  B.  Management  Ltd., 
980-789  West  Pender  St.,  Vancouver,  B.C.,  V6C  1H7.  Phone: 
(604)  669-6118.) 

■■^■■^■■■miiHBHMBBBBilillH 

UNITED  ENERGY  RESOURCES,  INC.  N 

(UER)  HOUSTON,  TX.  United  Energy  Resources,  Inc.,  today 
announced  1981  capital  expenditure  programs  totaling 
$463  million,  compared  with  expenditures  of  $358  million 
during  1980. 

"Capital  expenditures  for  1981  will  augment  the  com- 
pany's interstate  and  intrastate  natural  gas  transmission 
systems  and  broaden  the  earnings  base  in  its  growing 
energy  exploration,  development  and  service  operations,"  J. 
Hugh  Roff,  Jr.,  United's  Chairman,  President  and  Chief 
Executive  Officer  said. 

United  Energy  is  the  Houston-based  Transmission  com- 
pany of  United  Gas  Pipe  Line  Company,  United  Texas 
Transmission  Company,  Cotton  Petroleum  Corporation, 
United  Energy  Services  Company,  Petrounited,  Inc.,  and 
other  energy-related  companies. 

United  Gas  Pipe  Line  Company's  1981  capital  budget 
includes  $230  million  for  Interstate  Gas  Transmission 
System  projects,  up  from  $105  million  in  1980.  These 
capital  expenditures  in  1981  will  include  $77  million  for 
additional  investment  in  joint  venture  gas  supply  projects 
and  $153  million  for  new  onshore  and  offshore  gas  supply 
facilities,  maintenance  and  system  reinforcement. 

United  Texas  Transmission  Company's  1981  budget  pro- 
vides $48  million  in  capital  expenditures  for  Intrastate  Gas 
Transmission  projects.  This  compares  with  $106  million 
spent  by  United  Texas  in  1980,  when  construction  was 
completed  on  the  company's  286-mile  30-inch  pipeline 
from  Laredo  to  Katy,  Texas.  United  Texas'  1981  expenditures 
include  $23  million  for  construction  of  additional  pipeline 
capacity,  $11  million  for  new  gas  supply  facilities,  and  $14 
million  for  system  maintenance  and  reinforcement. 

Cotton  Petroleum  Corporation,  United's  Oil  and  Gas 
subsidiary,  plans  1981  capital  expenditures  of  $160  million 
for  exploration,  production  and  acreage  acquisition.  This 
compares  with  $131  million  in  1980  capital  expenditures. 

United  Energy's  1981  capital  budget  also  includes  ex- 
penditures for  United's  well  servicing  and  contract  drilling 
operations  (United  Energy  Services  Company)  and  liquids 
terminaling  and  marketing  (Petrounited,  Inc.).  United  Ener- 
gy Services'  1981  expenditures  will  be  for  maintenance  and 
for  purchase  of  a  drilling  rig  and  five  new  additions  and 
modifications  to  its  existing  terminaling  facilities  at  Bay- 
port,  Texas  and  Sunshine,  Louisiana. 

Completion  of  the  capital  expenditures  program  as 
budgeted  for  1981  and  participation  in  future  capital 
projects  and  new  investments  will  depend  upon  a  number 
of  factors,  including  the  issuance  of  governmental  appro- 
vals and  the  availability  and  cost  of  financing  at  the  time. 

(Contact:  C.  Ray  Holland,  Public  Relations  Director, 
United  Energy  Resources,  Inc.,  P.O.  Box  1478,  Houston,  TX 
77001.  Phone:  (713)  237-5373.) 
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Forbes  has  over  690,000  subscribers 
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Forbes'  subscribers  have  an  invest- 
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60  Fifth  Avenue 
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If  financial  prudence  is  restored,  shift  rap- 
idly into  the  longest- term,  best-protected 
quality  bonds  you  can  find. 

A  MATTER  OF 
DELICATE  TIMING 


By  Ashby  Bladen 


The  financial  tur- 
moil of  1980  has 
precipitated  a  funda- 
mental change  in 
the  thoughts  and 
habits  of  many  in- 
vestors, both  indi- 
vidual and  institu- 
tional. Today  most 
business  and  finan- 
cial managers  are 
basing  their  strategies  upon  the  as- 
sumption that  the  inflation  will  con- 
tinue to  be  severe  and  will  cause  peri- 
odic credit  crunches,  but  that  it  will 
neither  accelerate  into  hyperinflation 
nor  degenerate  into  a  general  shrink- 
ing of  credit.  That  suggests  that  inter- 
est rates  will  remain  high  on  average, 
and  will  probably  reach  new  peaks 
with  each  successive  crunch. 

So,  many  investors  are  maintaining 
an  unprecedented  degree  of  liquidity. 
Individuals  are  buying  money  market 
funds  and  certificates  of  deposit.  Insti- 
tutional investors  are  buying  publicly 
traded  bonds  and  are  shortening  ma- 
turities, in  spite  of  the  fact  that  long- 
term  interest  rates  are  already  at  new 
historic  peaks  in  this  country.  Life 
insurance  companies,  for  example, 
used  to  estimate  their  investment  re- 
quirements for  the  year  ahead  and  ar- 
range forward  commitments  to  cover 
them  so  that  they  would  not  accumu- 
late unwanted  cash  balances.  But  this 
year  the  backlog  of  forward  commit- 
ments is  declining  rapidly,  and  several 
companies  are  holding  enormous 
amounts  of  short-term  investments. 

In  my  opinion  such  strategies  are 
dangerous  because  permanent,  limit- 
ed inflation  is  the  least  likely  outcome 
of  all.  It  will  eventually  turn  into 
runaway  inflation.  There  no  longer 
exist  any  significant  limits  to,  or 

Ashby  Bladen  is  senior  vice  president-invest- 
ments for  the  Guardian  Life  Insurance  Co.  of 
America,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


brakes  upon,  the  inflationary  overex- 
pansion  of  debt  like  those  that  were 
provided  in  the  19th  century  by  the 
linkage  between  financial  instru- 
ments and  precious  metals.  And  in  a 
system  that  lacks  such  limits  or 
brakes,  the  only  thing  that  ever  did  or 
could  keep  the  rate  of  debt  formation 
moderate  and  noninflationary  was  the 
prudent  self-interest  of  borrowers  and 
lenders  alike  in  avoiding  financial 
trouble.  People  used  to  realize  that 
borrowing  and  lending  are  inherently 
risky  activities  that  should  be  engaged 
in  moderately,  and  mainly  for  the  pur- 
pose of  financing  productive  real  in- 
vestments like  tools,  factories,  roads 
and  bridges  that  provide  their  own 
means  of  repayment  by  increasing  the 
productivity  of  human  efforts. 

The  problem  is  that  20  years  of 
well-intentioned  but  unwise  political 
policies  have  inadvertently  under- 
mined that  prudent  self-interest.  By 
promising  to  stabilize  the  economy  to 
a  greater  degree  than  was  really  possi- 
ble, by  subsidizing  credit  for  a  great 
many  borrowers,  and  by  bailing  out 
every  overextended  borrower  whose 
failure  would  cause  unemployment, 
the  politicians  have  convinced  every- 
one that  the  risks  involved  in  being 
overindebted  have  been  substantially 
reduced,  while  the  risk  of  inflation 
has  increased.  So  the  people  have  con- 
cluded that  the  way  to  keep  up  with 
inflation  is  to  borrow  heavily  and  buy 
real  things.  In  these  circumstances 
the  only  thing  that  is  likely  to  cause 
them  to  cut  back  on  their  inflationary 
borrowing  and  spending  is  a  financial 
crisis  that  inflicts  bankruptcy  upon 
irresponsible  borrowers  and  severe 
losses  upon  imprudent  lenders. 

A  crisis  is  inevitable  sooner  or  later 
because  debts  cannot  forever  rise  fast- 
er than  the  incomes  from  which  they 
are  presumably  to  be  repaid.  The 
sooner  the  crisis  develops,  the  less 
permanent  damage  inflation  and  fi- 
nancial excess  will  have  inflicted 
upon  our  economy.  Conversely,  if  we 
continued  to  follow  the  policies  of  the 


last  20  years,  we  would  surely  end  up 
with  hyperinflation,  which  would 
eventually  collapse  of  its  own  weight 
when  people  are  no  longer  willing  to 
accept  financial  instruments  in  ex- 
change for  real  things.  The  hyperinfla- 
tion in  Germany  ended  in  1923,  when 
the  farmers  ceased  to  be  willing  to 
ship  food  to  the  cities  in  exchange  for 
worthless  money.  Thus  the  real  alter- 
natives that  confront  us  are  a  finan- 
cial crisis  in  the  near  future,  or  hyper- 
inflation and  eventual  disaster.  (I  say  a 
crisis  in  the  near  future  because  it  is 
clear  that  the  Reagan  Administration 
now  has  the  best  opportunity  that  has 
developed  in  20  years  to  decisively 
break  the  inflation.  If  it  tries  and  fails, 
another  such  opportunity  is  unlikely 
to  develop  until  we  are  a  good  deal 
closer  to  disaster  than  we  are  now.) 

It  is  important  for  investors  and 
financial  managers  to  realize  that  the 
present  level  of  interest  rates  is  com- 
patible only  with  the  current  belief 
that  inflation  will  remain  severe,  but 
will  not  culminate  either  in  hyperin- 
flation or  in  a  crisis.  If  we  do  slip  into 
hyperinflation,  then  interest  rates  will 
go  through  the  roof.  In  Germany  in 
1923  the  annual  rate  of  interest  on 
demand  loans  went  above  10,000%. 
However,  I  believe  it  is  far  more  likely 
that  this  Administration  will  succeed 
in  endmg  the  inflation;  and  in  that 
case  high-grade,  long-term  bonds 
bought  at  current  prices  will  turn  out 
to  have  been  tremendous  bargains. 

If  I  am  right,  then  we  face  a  delicate 
problem  of  timing.  I  continue  to  rec- 
ommend liquidity  in  anticipation  of  a 
crisis.  If  the  crisis  does  develop  and 
appears  to  be  restoring  financial  pru- 
dence, then  I  would  shift  "rapidly  to 
the  longest-term,  most  call-protected 
high-grade  bonds  that  I  could  find.  In 
the  meantime,  the  liquid  investments 
that  I  recommend  to  individual  inves- 
tors are  federally  insured  bank  depos- 
its for  small  sums,  and  U.S.  Treasury 
bills  for  large  sums. 

Institutional  investors  have  more 
complicated  problems.  Large  institu- 
tions cannot  change  course  on  a  mo- 
ment's notice,  and  so  they  have  tc 
worry  about  the  risk  that  when  it 
becomes  obvious  that  the  rate  of  debt 
formation  is  slackening,  the  high- 
grade  bond  market  will  be  up  1C 
points  the  next  day.  And  since  they 
have  liquid  liabilities,  they  are  likely 
to  be  badly  squeezed  during  the  cri- 
sis. I  believe  that  they  should  contin- 
ue to  hold  some  highly  liquid  assets, 
but  I  am  very  skeptical  about  a  gener- 
al policy  of  shortening  maturities  at 
this  late  date.  ■ 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


April  13,  1981 


$389,129,000 

Ijp  Sun  Company,  Inc. 

10%%  Subordinated  Exchangeable  Debentures  Due  2006 

Exchangeable  for  Common  Stock  of 

Becton,  Dickinson  and  Company 


Price  100% 

(Plus  accrued  interest  from  April  1,  1981  to  date  of  delivery.) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only 
such  of  the  underwriters,  including  the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

Incorporated 

Morgan  Stanley  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Shields 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Wertheim  &  Co.,  Inc. 
ABD  Securities  Corporation 
Alex.  Brown  &  Sons 


Warburg  Paribas  Becker     Merrill  Lynch  White  Weld  Capital  Markets  Group 

A.  G.  Becker  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Bear,  Stearns  &  Co.       Dillon,  Read  &  Co.  Inc 
E.  F.  Hutton  &  Company  Inc. 
L.  F.  Rothschild,  Unterberg,  Towbin 


Arnhold  and  S.  Bleichroeder,  Inc. 

F.  Eberstadt  &  Co.,  Inc. 


Atlantic  Capital 

Corporation 


EuroPartners  Securities  Corporation 


Hambrecht  &  Quist 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Lazard  Freres  &  Co. 


Shearson  Loeb  Rhoades  Inc. 

Dean  Witter  Reynolds  Inc. 
Basle  Securities  Corporation 
A.  G.  Edwards  &  Sons,  Inc. 
Hudson  Securities,  Inc. 


Robert  Fleming 

Incorporated 

Kleinwort,  Benson  McLeod  Young  Weir  Incorporated  Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc 

Incorporated 

New  Court  Securities  Corporation  Nomura  Securities  International,  Inc.  Oppenheimer  &  Co.,  Inc 


Thomson  McKinnon  Securities  Inc. 


Tucker,  Anthony  &  R.  L.  Day,  Inc. 


Advest,  Inc. 


American  Securities  Corporation 


Wood  Gundy  Incorporated 
Bacon,  Whipple  &  Co. 


Robert  W.  Baird  &  Co. 

Incorporated 

William  Blair  &  Company 
Burns  Fry  and  Timmins  Inc. 
Daiwa  Securities  America  Inc. 
Foster  &  Marshall  Inc. 
Ladenburg,  Thalmann  &  Co.  Inc. 


A.  E.  Ames  &  Co. 

Incorporated 

Bateman  Eichler,  Hill  Richards  Sanford  C.  Bernstein  &  Co.,  Inc. 

Incorporated 

Blunt  Ellis  &  Loewi  Boettcher  &  Company  J.  C.  Bradford  &  Co. 

Incorporated 

Butcher  &  Singer  Inc.  Crowell,  Weedon  &  Co.  Dain  Bosworth 

Incorporated 

Dominion  Securities  Inc.      Fahnestock  &  Co.      First  of  Michigan  Corporation 


Interstate  Securities  Corporation  Janney  Montgomery  Scott  Inc. 

McDonald  &  Company      Midland  Doherty  Inc. 

Prescott,  Ball  &  Turben 


Legg  Mason  Wood  Walker 

Incorporated 

Montgomery  Securities  The  Nikko  Securities  Co.  The  Ohio  Company 

International,  Inc. 

Rauscher  Pierce  Refsnes,  Inc.  Robertson,  Colman,  Stephens  &  Woodman 


The  Robinson-Humphrey  Company,  Inc. 
Underwood,  Neuhaus  &  Co. 

Incorporated 


Rotan  Mosle  Inc. 


Sutro  &  Co. 

Incorporated 

Yamaichi  International  (America),  Inc. 


Financial  Strategy 


When  in  doubt. 


Foreword  by  Hon.  Aron  Steuer 
Why  do  lawsuits  double  every 
decade? 

Who  is  paying  for  the  explosion? 
|  1 

I  at  your  bookstore  or  directly  from 
Solgraphics  Ltd  . 
1434  St  Catherine  St.  West. 
Montreal  Quebec.  Canada  H3G  1  R4 

Please  send  me   copies  $  . 

is  enclosed  Price  $4  95  includes  postage 
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Name 
Address 
State 
Zip  Code 


Heart  Disease 

dies  with  the  patient 

Huntington's 

Disease 

kills  on  and  on  and  on. 


NATIONAL 

HUNTINGTON'S  DISEASE 

ASSOCIATION 


Suite  501. 1441  Broadway 
New  York.  NY  10018 
212-966-4320 


"Showers  of  Diamonds'  ' 
Fountains  by  RAIN  JET» 
Extremely  beautiful  prismatic 
Fountain  Assemblies  in  bowls 
up  to  8-ft.  with  lights,  or  Foun- 
tain Heads  only.  Patented, 
energy-saving  design  —  water 
recirculates.  Write  or  phone 
for  Full-Color  Literature. 

Dealer  Inquiries  Invited 

RAIN  JET  CORP..  Dept.  FS 

301  S  Flower  St  .  BurbankajCA  91503 

Toll-free  800  423-2379 
Calif.:  213  849  2251  Collect 


lli  MSREL'L'8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
**T*        AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


Engelhard  is  that  pleasant  opportunity  for 
the  patient  investor,  an  outstanding  com- 
pany wrongly  perceived  by  the  market. 

A  DOUBLE  PLAY 
STOCK 


By  John  Train 


There's  no  better 
way  to  make  money 
in  stocks  than  by 
|Y  finding  a  double 
f^Tll  play.  By  that  I  mean 
an  investment  situ- 
ation that  is  down- 
graded by  the  mar- 
ket on  bad  news. 
When  investors  re- 
alize that  the  news 
isn't  that  bad,  they  bid  the  stock  up  to 
a  higher  multiple  of  higher  earnings. 

You  don't  often  get  as  attractive  a 
double  play  as  Engelhard  Minerals  & 
Chemicals.  I  first  recommended  this 
stock  when  it  was  in  the  30s  in  mid- 
1980  and  on  Oct.  23,  when  it  was  up 
in  the  50s,  I  wrote:  "Buy  a  share  in 
Engelhard  next  time  it  drops." 

Well,  it  has  dropped,  into  the  low 
40s.  If  you  don't  own  the  stock,  here's 
a  chance  to  buy  it.  Engelhard  looks 
like  a  real  double  play,  that  pleasant 
opportunity  for  the  patient  investor. 
Engelhard  experiences  market  ups 
and  downs  that  have  little  to  do  with 
the  long-range  course  of  its  basic  busi- 
ness. Victims  of  modern  portfolio  the- 
ory may  be  scared  off  by  this  volatil- 
ity— "beta" — instead  of  taking  advan- 
tage of  it.  But  if  you  know  your  facts, 
these  market  fluctuations  can  play 
into  your  hands. 

Engelhard,  quite  irrationally,  gy- 
rates with  the  price  of  gold.  The 
thinking  seems  to  go  like  this:  "En- 
gelhard? Ah  yes,  bullion  .  .  .  Gold- 
finger!  South  Africa  .  .  .  apartheid  .  .  . 
SWAPO  .  .  .  oh,  oh!" 

In  reality,  the  prosperity  of  Engel- 
hard has  little  to  do  with  bullion 
prices  and  less  with  South  Africa,  al- 
though Harry  L.  Oppenheimer  (who 
incidentally  is  one  of  the  most  liberal 
employers  in  that  country  and  an  out- 

/ohu  Train  is  president  of  Train.  Smith.  Invest- 
ment Counsel,  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


spoken  opponent  of  the  odious  fea- 
tures of  the  present  regime)  holds  an 
indirect  interest  in  the  company. 

What  the  public  sometimes  forgets 
about  Engelhard  is  that  nine-tenths  of 
its  profits  ordinarily  derive  from  the 
Philipp  Brothers  division,  which  is 
the  world's  largest  and  most  skillful 
trader  of  ores  and  commodities,  in- 
cluding oil.  It  doesn't  take  positions  in 
the  materials  it  trades:  Everything  is 
back-to-back. 

Its  traders,  who  receive  a  princely 
compensation,  handle  150  commod- 
ities out  of  50  offices,  using  a  unique- 
worldwide  information  system. 

As  a  concept,  you  could  call  Engel- 
hard a  play  on  world  prosperity  but 
also  on  world  confusion.  The  old 
concessionary  oil  and  natural  resourc- 
es companies  have  a  colonialist  and 
exploitative  ring  to  the  Arab  or  Afri- 
can countries,  so  quite  often  the  new 
governments  like  to  turn  to  a  neutral- 
sounding  name  to  handle  their  com- 
modities dealings.  Philipp  Brothers 
sounds  modest  and  low-key. 

Also,  whenever  there  is  chaos  in 
the  world,  involving  a  breakdown  of 
commercial  relations  between,  say, 
Red  China  and  South  Korea,  trade  is 
interrupted.  After  a  while,  though,  the 
coal  (in  this  case)  resumes  its  flow,  but 
indirectly:  It  has  to  be  siphoned 
through  cutouts.  During  the  original 
Arab  oil  embargo,  for  example,  Hol- 
land was  not  supposed  to  get  oil.  In 
fact,  however,  it  did,  through  a  series 
of  exotic  transfers.  Arranging  these 
swaps  is  a  delicate  job,  one  that  Phii- 
lpp  Brothers  executes  to  perfection. 

Another  familiar  problem  in  the 
world  is  simply  that  many  developing 
companies  are  running  out  of  cash, 
thanks  to  their  oil  bills.  They  have  to 
eat,  though,  so  Philbro  (as  it's  called) 
arranges  complicated  multimarket 
barter  transactions  for  them — bilater- 
al, triangular  or  even  quadrilateral. 

Statistically,  Engelhard  is  one  of  the 
cheaper  stocks  around.  Its  compound 
growth  rate  is  a  good  25%,  yet  the 
price/earnings  ratio  is  still  only  about  , 
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6  times  recent  earnings.  Return  on 
equity  is  around  30%.  It's  unreason- 
able to  expect  a  better  bargain  than 
that  for  a  high-growth  enterprise  with 
a  unique  business  franchise. 

Just  recently,  the  stock  has  been 
knocked  down  by  lower  bullion  prices 
(in  the  irrational  manner  I  describe 
earlier)  as  well  as  by  a  poor  quarterly 
report.  However,  the  comparisons 
were  distorted  by  the  surge  in  oil  prof- 
its from  the  Iraq-Iran  war,  versus  a 
soft  world  trade  picture  now.  The 
long-term  growth  of  the  company  is 
intact. 

The  stock  was  also  adversely  affect- 
ed in  the  market  by  a  prominent  bro- 
kerage house  changing  its  earnings  es- 
timate from  much  too  high  to  rather 
low.  Engelhard's  results  in  the  trading 
activity  are  a  leveraged  function  of 
world  trade.  That  shouldn't  have  been 
news,  but  it  was.  This  year  the  com- 
pany should  earn  less  than  last,  but  be 
back  up  to  last  year's  rate — about  $8 — 
by  the  fourth  quarter.  If  world  trade 
recovers  in  1982,  up  to  $10  would  be 
conceivable.  And  some  day  the  $4- 
per-share  Beaufort  Sea  exposure  the 
company  acquired  from  the  Hunts 
should  become  useful. 

That's  the  earnings  part  of  Engel- 
hard's double  play.  The  other  factor 
that  has  confused  the  market  is  Engel- 
hard's decision  to  split  up  its  busi- 
nesses into  two  separate  companies. 
The  gold-related  and  industrial  activ- 
ity will  be  called  Engelhard  and  spun 
off  to  the  present  shareholders,  who 
will  receive  four-tenths  of  a  share 
each  of  the  new  stock.  The  present 
corporation — which  will  conduct  the 
trading  business  and  hold  the  Beaufort 
Sea  assets — will  be  renamed  Philipp 
Brothers.  The  gold  and  industrial  busi- 
ness will  give  today's  shareholder  a 
value  of  about  one-fourth  of  the  pres- 
ent stock  price  from  that  source,  leav- 
ing three-fourths  attributable  to  the 
trading  business.  At  that  point,  how- 
ever, whoever  wants  to  buy  into  the 
trading  business  will  have  a  clean  in- 
vestment that  he  can  understand,  so 
it  should  also  sell  in  the  market  at  a 
better  price.  Frankly,  I'd  rather  own 
the  Philbro  part  of  Engelhard  than 
Merrill  Lynch:  It  has  a  more  domi- 
nant position  in  a  more  specialized 
business.  A  hot  broker,  or  indeed  an 
entire  branch,  can  break  away  from  a 
stock  exchange  firm,  set  up  on  its 
own,  and  do  well.  But  how  does  an 
Engelhard  breakaway  group  put  to- 
gether the  dozens  of  foreign  offices 
and,  indeed,  the  billions  of  dollars  of 
financing  to  get  a  solid  position  in 
that  intricate  business?  ■ 


Now  you  can  defer  current  taxes*  on 
FDIT's  high  money  market  yields  with 
Fidelity  Income  Plus. 

With  this  variable  annuity  plan,  you 
can  speed  up  accumulation  of  assets  for 
retirement  or  other  long-term  goals. 
100%  of  your  income  dividends  will  com- 
pound without  current  taxes  until 
withdrawn. 

The  plan  offers  these  important 
benefits: 

□  Tax-deferred  compounding. 

□  Low  annual  cost. 

□  No  sales  charge. 

□  Your  choice  of  FDITor  five  other  funds. 

□  Tax-free  exchanges  within  the  plan. 

□  $5,000  minimum,  no  maximum. 

For  more  information  on  FDITand 
Fidelity  Income  Plus,  call  today. 

Fidelity  Income  Plus  has  been  filed  in  all  states  except  New- 
York  and  Rhode  Island,  but  may  not  yet  be  available  in  all 
states  where  filed. 

*The  Internal  Revenue  Service  has  issued  a  revenue  ruling  in 
Sept.  1980  which  questions  the  tax  deferred  status  of  variable 
annuities  funded  by  savings  and  loan  accounts.  Fidelity  Income 
Plus  has  received  an  opinion  of  tax  counsel  that  this  ruling 
does  not  affect  the  tax  status  of  Fidelity  Income  Plus.  Fidelity 
Income  Plus  is  the  Fidelity  Variable  Annuity  Account,  a  sepa- 
rate account  of  Pacific  Fidelity  Life  Insurance  Company. 


FIDELITY 

INCOME  HUi ' 

(The  Fidelity  Variable  Annuity  Account) 


I 
I 

[ 

! 
I 
I 

I  P.O.  Box  832,  Dept.  JB  051181 

J  82  Devonshire  St.,  Boston,  Mass.  02103 

|  For  more  complete  information, 
j  including  fees  and  expenses, 
j  please  write  or  call  for  prospec- 
|  tuses.  Read  them  carefully  before 
I  you  invest  or  send  money. 


J  Fidelity  Over  $9  billion  o(  assets  under 

|  ■    Group  mana«ement 


s 

LI 


WE'RE  FIGHTING  FOR  YOUR  LIFE 

Eat  Less 
Saturated  Fat 

American  Heart  Association  f. 
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Commodities 


Corn  prices  this  year  depend  on  two  unre- 
lated and  uncontrollable  factors — the 
weather  and  the  Soviets. 

THE  DILEMMA 
IN  CORN 


By  Stanley  W.  Angrist 

I  The   outlook  for 

'i  tnc   U.S.   corn  croP 

mr^  ^^^k     now  being  planted  is 

W  uncertain.    1  he  big 

^f*o^l^B   question  is:  Will  the 
V-^.     jPi    U.S.' great  corn-pro- 
v  alte^*    MA    ducing  an  as  receive 

V  x^^M  adequate  moisture 
during  the  growing 
*0T  season?  March  was 
 ™          '  not  encouraging. 

The  outlook  for  corn  this  year  is 
greatly  colored  by  what  happened  to 
last  year's  corn  crop,  which  was  dev- 
astated by  a  great  drought  that  blan- 
keted much  of  the  Midwest.  The  1980 
average  corn  yield  dropped  to  91  bush- 
els per  acre — 18.7  bushels  less  than 
the  record  1 979  yield,  and  four  bushels 
below  the  preceding  five-year  average. 

Poland  could  also  greatly  influence 
corn  prices  in  the  coming  months. 
The  future  of  the  U.S.  grain  embargo 
and  chances  of  renewing  the  five-year 
grain  pact  between  the  U.S.  and  the 
U.S.S.R.  depend  more  on  what  the 
Soviets  do  in  Poland  than  whether 
they  withdraw  from  Afghanistan.  But 
there  is  no  doubt  that  the  Soviets 
want  the  embargo  lifted  and  the  grain 
pact  renewed — probably  at  a  higher 
level  of  sales  than  the  8-million-ton 
limit  of  the  previous  pact. 

U.S.  farmers  are  unhappy  about  the 
embargo  and  the  possibility  that 
Washington  will  allow  the  grain  pact 
to  expire.  They  see  a  valued  U.S.  cus- 
tomer slipping  away  to  Argentina. 
The  U.S.S.R.  will  buy  about  9  million 
tons  of  Argentine  agricultural  com- 
modities in  1981,  double  the  annual 
quantity  specified  as  the  minimum  in 
the  U.S.S.R./Argentina  agreement, 
which  runs  through  1984.  In  1980  the 
Soviets  bought  7.6  million  tons  of 
grains  and  oil  seeds  from  Argentina, 
vs.  1.8  million  tons  in  1979. 


Stanley  W.  Angrist  is  ct  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


In  my  last  column  I  misstated 
the  sources  of  John  Train's  conclu- 
sions on  commodities  trading.  I 
also  misstated  his  general  opinion, 
which  is,  that  while  a  very  few 
large  speculators  make  money,  the 
vast  majority  lose  it.  Mr.  Train  has 
carried  out  many  in-depth  studies 
of  both  the  markets  themselves 
and  speculators  of  various  types. 
His  perceptions  of  the  commod- 
ities markets,  while  quite  different 
from  mine,  are,  like  mine,  derived 
from  investigation  and  experience. 
Basically,  I  was  defending  com- 
modities trading,  not  arguing  with 
either  Train's  views  or  his  meth- 
ods of  analysis. 


\  1(  )\     &INV  ESTM KNTS 


If,  as  estimated,  10. 5  million  acres  anj 
not  harvested  as  grain  in  1981  [rs.  1 ) 
million  in  1980),  73.5  million  acre! 
would  remain  to  produce  corn. 

Now  comes  the  tricky  part.  Whai 
does  one  assume  as  a  yield  for  this 
acreage?  The  answer  to  that  question 
is  knowable  only  if  one  knows  tht 
weather.  Does  one  assume  that  lasl 
year's  drought  was  a  rare  event  and 
so,  assume  a  yield  near  1979's — a  rec 
ord  109.7  bushels  per  acre?  Or  doej 
one  conclude  that  we  are  entering  i 
long-term  drought  period  and  use  lasi 
year's  91  bushels  per  acre? 

Probably  the  most  reasonable  ap- 
proach to  an  answer  is  to  use  the  mos' 
recent  five-year  average  of  96  bushel; 
per  acre.  This  yields  a  crop  of  onl) 
7,056  million  bushels.  A  more  gener 
ous  estimate  of  102.9  bushels  per  acre 
would  lead  to  a  crop  of  7,564  million 
bushels.  The  U.S.  Department  of  Ag 
riculture's  latest  corn-use  projectior 
for  1980-81  is  7,650  million  bushels. 

The  table  shows  the  tight  situatior 
that  will  exist  in  the  corn  market  dur 
ing  the  coming  year.  In  Bache's  estii 
mate,  which  presumes  good  weather 
a  yield  of  102.9  bushels  per  acre  ha! 
been  assumed  for  the  1981  crop.  Ever 
a  slight  drop  in  yield  from  this  leve 
would  have  a  disastrous  impact  on  the 
I  endmg  stocks  level. 


A  balance  sheet  for  corn 


The  outlook  for  corn  is  one  of  continued  strong  usage  and 
tight  supplies.  Even  a  hint  of  drought  would  make  corn  fly. 


1977  78 

1978  79 

1979  80 

1980/81* 

1981  82* 

Supply 

Carry  in,  Oct.  1 

886 

1,1 11 

1,304 

1,617 

716 

Productiont 

6,506 

7,269 

7,940 

6,649 

7,564 

Total  supply 

7,392 

8,380 

9,244 

8,266 

8,280 

Demand 

Seed,  food,  etc. 

550 

575 

650 

750 

800 

Feed 

3,783 

4,368 

4,544 

4,200 

4, 1 50 

Exports 

1,948 

2,133 

2,433 

2,600 

2,700 

Total  usage 

6,281 

7,076 

7,627 

7,550 

7,650 

Carry  out,  Sept.  30 

1,111 

1,304 

1,617 

716 

630 

As  a  percentage 
of  production 

17% 

18% 

20% 

11% 

8% 

All  figures  ore  in  millions 

of.busbels 

"Estimates  are 

>\  Bacbe  Halsey  Stuart  Shields  t/ncludes 

imports 

All  bets  are  off,  however,  if  the  So- 
viets move  into  Poland.  The  embargo 
would  remain,  the  grain  pact  would 
not  be  renewed  for  a  while,  and  even 
Argentina  would  be  pressured  by  the 
U.S.  to  curtail  its  Soviet  sales.  And 
grain  prices  would  go  into  the  tank. 

But  what  about  the  crop  prospects 
themselves?  The  fundamentally  bull- 
ish Mar.  1  planting  intentions  report 
indicated  that  84  million  acres  would 
be  planted  to  corn.  As  usual,  some 
part  of  the  total  will  be  cut  green  and 
go  to  silage — "not  harvested  as  grain. " 


The  most  conservative  way  to  trade 
on  these  facts  is  by  way  of  a  lon$ 
July  short  September  corn  spread 
with  September  at  least  at  an  8-cent 
per-bushel  premium.  In  the  event  oj 
unfavorable  weather,  July  could  move 
to  at  least  a  12-cent  premium  to  Sep' 
tember,  providing  a  gross  profit  o. 
SI, 000  per  spread.  I  would  risk  nc 
more  than  4  cents  ($200)  from  m> 
entry  point  on  a  close-only  basis.  The 
margin  on  such  a  spread  would  be 
about  $100;  the  round-turn  commis 
sion  is  about  $70  per  spread.  ■ 
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"Despite  worldwide 
economic  instability, 
1980 was  the 
best  year  in  ITTs 

61-year  history." 


So  begins  the  Chairman's  "Letter  to 
Shareholders"  in  our  latest  Annual  Report, 
which  surveys  a  remarkable  twelve- 
month achievement. 

Our  sales  and  revenues  reached 
$23.8  billion,  an  all-time  high. 

And  net  income  too  was  a  record - 
$894  million,  or  $6.12  per  common 
equivalent  share.  (Including  a  $.62  per 
share  gain  on  the  sale  of  Rayonier's 
British  Columbia  properties.) 

Looking  behind  the  statistics,  major 
earnings  improvements  were  scored  by 
two  of  our  industry  groups:  Telecommuni- 
cations and  Electronics  and 
Consumer  Products  and 
Services. 

And  in  telecommunica- 
tions, there  was  an  espe- 
cially noteworthy  order  for 
ITT's  System  12'"  digital 
switching  system.  The 
order,  placed  by  Telmex, 
the  Mexican  national  tele- 
phone company,  was  for 
over  500,000  equivalent 
lines  — the  largest  single 
order  for  digital  switches 
ever  received  by  an  interna- 
tional manufacturer. 

During  the  year,  we  sold 


sixteen  of  our  companies,  reducing  our 
debt  and  reinvesting  the  proceeds  to  pro- 
vide a  stronger  base  for  continued  growth 
in  the  years  ahead. 

Which  helps  explain  why  ITT's  Board 
of  Directors  authorized  the  17  th  consecu- 
tive increase  in  the  dividend  —  to  a  new 
equivalent  annual  rate  of  $2.60  per  share 
from  the  $2.40  per  share  in  1980. 

In  1980  we  committed  over  $1  billion 
to  new  facilities  and  equipment  — matched 
by  another  $1.1  billion  for  R&D  and  en- 
gineering (almost  half  of  it  ITT  funded). 
And  finally,  we've  streamlined  our 
management  to  shorten 
lines  of  communication  and 
make  our  ITT  companies 
more  responsive  to  their 
markets. 

If  you'd  like  to  know 
more  about  our  1980  per- 
formance, and  our  plans  for 
a  promising  and  profitable 
future,  send  for  your  copy 
of  our  Annual  Report. 

Write:  Department  of 
Investor  Relations  -AR06, 
International  Telephone  and 
Telegraph  Corporation, 
320  Park  Avenue,  New 
York,  New  York  10022. 


©  1981  International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N  Y  10022. 


Since  1978  Forbes  has  run  lists  of  companies 
expected  to  have  the  best  earnings  gains.  Our 
April  1980  list  outperformed  all  of  the  market 
averages  by  a  wide  margin. 

Will  history 
repeat  itself? 


By  Steve  Kichen 


Imperfect  though  they  may  be,  earn- 
ings estimates  have  tremendous  influ- 
ence on  Wall  Street.  The  research  profes- 
sionals who  earn  six-figure  salaries,  and    against  the  experts. 


the  figures  they  crank  out  can  alert  in- 
vestors to  potentially  undervalued  or 
overvalued  situations.  Beyond  that,  plen- 
ty of  fortunes  have  also  been  made  by 
taking  a  contrarian  position  and  betting 


Statistical  Spotligh 


If  a  single  earnings  prediction  is  u  I 
however,  shouldn't  a  consensus  I 
mate — reflecting  the  combined  thit 
of  several  analysts — be  even  better? 
all,  it  was  teamwork  that  built  the 
shuttle.  And  the  Edsel. 

So,  regardless  of  how  you  want 
it,  here  is  Forbes'  fourth  annual  rai 
of  companies  that  the  pros  predict 
post  the  greatest  earnings  gains  ove 
coming  year.  We  get  our  material 
Lynch,  Jones  &  Ryan's  Institut 
Brokers  Estimate  System  (IBES),  v 
gathers  over  14,000  estimates  from 
dreds  of  analysts  and  reports  cons« 
estimates  on  over  2,200  companies 

Of  the  100  companies  on  last 
list,  18  finished  the  period  within 
the  IBES  estimates.  A  total  of  30  co 
nies  came  within  10%,  and  slightly 
half  came  within  25%.  On  the 
hand,  20%  of  the  estimates  were  c 
more  than  half.   Previous  lists 
shown  similar  results.  The  progno 


The  golden  ones 


Ninety  companies  that  institutional  analysts  predict  will  enjoy  an  earnings  gain  of  better  than  45%  this  year. 


1980 

Average  of 

Increase 

P/E 

Recent 

earnings 

estimates 

trom 

based  on 

Variati 

stock 

per 

for  1981 

1980  to 

1981 

INJurnber  oi 

in 

Company 1 

price 

share2 

earnings2 

1981 

estimates 

estimates 

us  t  i  mat 

Wickes  Cos 

16 'A 

$0.50 

$2.91 

481.9% 

5.7 

4 

38.89 

Kaiser  Steel 

AAWa 

i  i  n 

1 . 1  u 

^  OA 

ft 

O.J 

o 

1  A  A 

Springs  Mills 

22  Vb 

1.20 

3.89 

224.0 

5.7 

4 

6.7 

Inland  Steel 

33% 

1.38 

4.27 

209.4 

7.9 

12 

14.4 

(a) 

Applied  Data  Research 

20% 

0.64 

1.80 

181.2 

11.5 

3 

14.7 

Arvin  Industries 

16% 

0.844 

2.324 

177.0 

7.2 

4 

10.2 

Ponderosa  Systems 

12% 

0.60 

1.65 

175.0 

7.8 

5 

11.1 

Triangle  Pacific 

20  Vh 

0.74 

2.00 

170.3 

10.1 

3 

25.0 

(a) 

Texas  Air 

14'/4 

0.64 

1.68 

163.2 

8.5 

6 

31.3 

(o) 

Coherent 

26% 

0.65 

1.71 

163.1 

15.6 

5 

4.8 

Easco 

23  % 

0.974 

2.434 

150.5 

9.6 

5 

13.6 

Echlin  Manufacturing 

13% 

0.55 

1.33 

141.3 

10.5 

13 

12.2 

Amstar 

25% 

3.32 

7.82 

135.6 

3.2 

5 

6.5 

(o) 

Magnuson  Computer  Systems 

27  Vi 

0.54 

1.26 

133.8 

21.8 

4 

20.8 

Standard  Motor  Products 

227s 

1.11 

2.57 

131.7 

8.9 

7 

10.0 

Allegheny  Ludlum  Industries 

48  Vz 

4.11 

8.98 

118.5 

5.4 

4 

22.1 

Lockheed 

27% 

1.504 

3.274 

118.0 

8.5 

12 

12.1 

Shaklee 

28 

1.92 

4.17 

117.0 

6.7 

3 

3.5 

Brunswick 

18 

1.01 

2.19 

116.9 

8.2 

9 

16.8 

National  Steel 

29l/s 

1.65 

3.53 

114.4 

8.2 

12 

19.4 

Equitable  Life  Mtg,  Rlty  Inv 

12'/4 

0.55 

1.17 

113.6 

10.4 

4 

18.9 

Peabody  International 

7% 

1.66 

3.54 

113.1 

2.1 

4 

8.7 

Cessna  Aircraft 

317/8 

1.504 

3.194 

112.4 

10.0 

8 

65 

Tyler  Corp 

26'/s 

1.41 

2.91 

106.6 

9.0 

8 

5.9 

Farah  Manufacturing 

12% 

0.62 

1.27 

104.3 

9.8 

3 

36.5 

Textron 

34% 

2.30 

4.67 

103.1 

7.4 

7 

5.9 

SEDCO 

39Vi 

1.08 

2.20 

102.4 

18.0 

16 

11.5 

Raymond  International 

23% 

1.214 

2.394 

97.5 

9.9 

5 

10.9 

io) 

Magma  Power 

50'/2 

0.89 

1.75 

96.6 

28.9 

3 

0 

Seagram  Co 

55l/s 

3.67 

7.17 

95.3 

7.7 

5 

8.8 

(a) 

Amdahl 

38% 

0.80 

1.55 

94.0 

25.0 

15 

17.7 

San  Diego  Gas  &  Electric 

12 

1.01 

1.96 

93.7 

6.1 

8 

5.5 

PSA 

34% 

3.58 

6.93 

93.5 

5.0 

7 

11.1 

(a) 

RG  Barry 

9 

0.62 

1.18 

90.9 

7.6 

3 

6.5 

First  Chicago 

16% 

1.34 

2.55 

90.7 

6.4 

21 

14.3 

■All  companies  listed  on  the  New  York  Stock  Exchange  except  those  labeled  (a)  American  Stock  Exchange,  (o)  over-the-counter  market.  2For  fiscal  years  endingj 
through  May  of  the  following  year.  'Percentage  range  around  the  average  in  which  about  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  the  greater 
agreement  among  the  analysts.    4Fully  diluted  earnings  per  share.    E:  Estimate 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  April  10,  1981 


$300,000,000 

Cities  Service  Company 

7%  Debentures  Due  2011 


Price  49.941% 

plus  accrued  interest  from  April  15,  1981 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Blyth  Eastman  Paine  Webber 

Incorporated 

Goldman,  Sachs  &  Co.      Merrill  Lynch  White  Weld  Capital  Markets  Group      Salomon  Brothers 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette         Drexel  Burnham  Lambert         E.  F.  Hutton  &  Company  Inc. 

Securities  Corporation  Incorporated 

Kidder,  Peabody  &  Co.         Lazard  Freres  &  Co.  L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated 

Shearson  Loeb  Rhoades  Inc.       Smith  Barney,  Harris  Upham  &  Co.       Warburg  Paribas  Becker 

Incorporated  A.  G.  Becker 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


tions  have  generally  outperformed  the  value.  The  biggest  winners:  Tanc 

market,  this  one  left  just  about  everyone  Computers,  up  283%,  and  Compute 

else  in  the  dust.  Had  you  put  $1,000  in  sion,  up  272%. 

tors  aren't  perfeet — but  their  predictions    each  of  the  100  stocks  in  Forbes'  Golden  Here  are  90  stocks  that  current  I 

are  often  remarkably  close.                      Ones  III  </\l>r  2H,  l()HO),  your  $100,000  consensus  figures  indicate  will  sfc 

Last  year's  list,  however,  was  even    investment    would    be    worth    nearly  earnings  gains  of  more  than  45% 

more  noteworthy  for  its  price  perfor-    $180,000   today — excluding  dividends.  1981 .  Will  this  list  do  as  well  as  the  L 

mance.  Although  previous  IBES  selec-    Only  4  stocks  out  of  100  declined  in  If  only  we  could  predict  the  future. 


1980 

Average  of 

Increase 

P/E 

Recent 

earnings 

estimates 

from 

based  on 

Vanatior 

slock 

per 

for  1981 

1980  to 

1981 

Number  of 

in 

Company' 

price 

share2 

earnings2 

1981 

estimates 

estimates 

estimates 

Central  Tire  &  Rubber 

25'/s 

$1.65 

$3.12 

89.7% 

8.0 

9 

27.0% 

Transway  International 

29% 

2.62 

4.82 

84.0 

6.2 

6 

8.4 

AE  Staley  Manufacturing 

24% 

3.51 

6.42 

82.8 

3.8 

1 1 

11.3 

(o) 

Tandem  Computers 

84% 

1.06 

1.91 

80.3 

44.4 

14 

8.3 

Macmillan 

17 

0.75 

1.34 

78.3 

12.7 

4 

13.1 

(o) 

Bohemia 

27% 

2.62E 

4.67 

78.1 

5.9 

3 

22.3 

Sinimonds  Precision  Products 

17 

1.16 

2.05 

77.5 

8.3 

5 

7.2 

E-Systems 

455/s 

1.87 

3.29 

76.0 

13.9 

5 

16.5 

M  Lowenstein 

19'/8 

1.14 

2.00 

75.0 

9.6 

3 

0 

Overhead  Door 

13V4 

0.82 

1.43 

74.8 

9.2 

3 

4.0 

Oscar  Mayer 

28'/2 

1.38 

2.41 

74.5 

1 1.8 

6 

14.5 

Penn  Central 

45  Va 

2.72 

4.71 

73.0 

9.6 

3 

30.9 

Texas  International  Co 

38 

0.81 

1.39 

72.1 

27.3 

4 

13.0 

(o) 

Limited  Stores 

12!/2 

0.62 

1.06 

71.4 

11.8 

4 

8.9 

(o) 

May  Petroleum 

33  Vi 

0.80 

1.37 

71.2 

24.5 

5 

18.4 

(a) 

Petro-Lewis 

21'/4 

1.09 

1.87 

70.5 

1 1.4 

3 

12.4 

(<>) 

Tom  Brown 

46% 

0.6  IE 

1.04 

70.4 

44.5 

6 

31.9 

Redman  Industries 

11 'A 

0.71E 

1.21 

70.2 

9.5 

6 

20.2 

Nevada  Power 

187/8 

1.58 

2.68 

69.8 

7.0 

6 

4.2 

(o) 

Triad  Systems 

38 

0.80 

1.34 

67.5 

28.4 

5 

12.2 

McDonnell  Douglas 

42 

3.15 

5.27 

67.3 

8.0 

14 

6.2 

Rubbermaid 

32  Vi 

1.84 

3.06 

66.4 

10.6 

9 

5.6 

First  Mississippi 

23% 

0.98 

1.63 

65.9 

14.5 

7 

4.1  1 

Hoover  Universal 

21% 

1.90 

3.15 

65.8 

6.7 

5 

8.5 

lo) 

McCormick  &  Co 

L9'/4 

1.31 

2.15 

64.1 

9.0 

3 

4.0 

Delta  Air  Lines 

72% 

4.69 

7.65 

63.2 

9.5 

13 

6.3 

Data  Terminal  Systems 

13% 

0.53E 

0.86 

62.7 

15.3 

5 

25.5 

Parker  Drilling 

""ft 

29% 

1.524 

2.474 

61.8 

11.8 

17 

4.7 

Wainoco  Oil 

27 

0.71 

1.15 

61.5 

23.6 

4 

16.7  ! 

Tandycrafts 

10% 

0.59 

0.95 

61.0 

11.2 

6 

5.8 

(o) 

CPT 

50  v4 

1.36 

2.19 

60.9 

23.2 

8 

7.9 

McDermott 

35% 

2.254E 

3.574 

58.4 

10.0 

13 

10.4 

James  River 

28% 

2.68E 

4.24 

58.1 

6.7 

4 

17.4 

GDV 

14% 

1.82 

2.87 

57.5 

5.1 

3 

4.4 

(a) 

Flow  General 

33% 

0.674 

1.054 

57.5 

32.0 

5 

4.8 

Savannah  Electric  &  Power 

9% 

1.22 

1.90 

55.7 

5.1 

3 

5.3 

Harnischfeger 

16'/« 

0.53 

0.82 

55.7 

19.5 

4 

14.4  , 

Zapata 

27% 

2.18 

3.40 

55.6 

8.1 

9 

10.8 

Commodore  International 

34% 

1.56 

2.42 

55.5 

14.2 

4 

2.1  I 

Champion  Spark  Plug 

10% 

0.96 

1.49 

54.9 

7.3 

8 

13.4 

(o) 

Simpson  Industries 

13 

0.84 

1.30 

^4.8 

10.0 

5 

11.2 

Purolator 

56% 

3.03 

4.68 

54.5 

12.1 

5 

7.8  1 

Sealed  Power 

29  lA 

2.45 

3.78 

54.2 

7.7 

7 

17.3 

(o) 

Applicon 

36% 

1.00E 

1.53 

53.4 

23.9 

8 

11.5 

Western  Co  of  North  America 

51% 

2.48 

3.78 

52.2 

13.6 

16 

(a) 

Crutcher  Resources 

26 

1.42 

2.16 

52.1 

12.0 

5 

Modular  Computer  Systems 

14 

0.794 

1.194 

51.1 

11.7 

8 

30.7 

Denny's 

30 

1.95 

2.94 

50.8 

10.2 

14 

3.8  1 

Cearhart  Industries 

42 '/4 

1.84 

2.77 

50.7 

.  15.2 

10 

12.9  1 

BankAmerica  Realty  Investors 

25% 

1.44 

2.17 

50.5 

11.9 

3 

16.7 

Archer-Daniels-Midland 

17% 

2.03 

3.05 

50.2 

5.7 

15 

5.2 

Consolidated  Freightways 

37% 

3.204 

4.804 

50.1 

7.9 

13 

7.8 

McGraw  Edison 

45  Vi 

3.12 

4.66 

49.3 

9.7 

11 

7.3 

(a) 

Paradyne 

43 

0.74 

1.10 

49.1 

39.0 

8 

6.7 

Monsanto 

71% 

7.04 

10.50 

49.1 

6.8 

21 

9.7 

"All  companies  listed  on  the  New  York  Stock  Exchange  except  those  labeled  (a)  American  Stock  Exchange,  (o)  over-the-counter  market.  2For  fiscal  years  ending  Ju 
through  May  of  the  following  year.  'Percentage  range  around  the  average  in  which  about  two-thirds  of  analysts'  estimates  fall.  The  lower  the  percentage,  die  greater  I 
agreement  among  the  analysts:    4Fully  diluted  earnings  per  share.    E:  Estimate.  Source:  Institutional  Brokers  Estimate  System;  Lynch,  Jones  &  Rya\ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  April  16,  1981 

750,000  Shares 

Southwest  Airlines  Co. 

Common  Stock 

($1.00  par  value) 


Price  $53,125  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Bache  Halsey  Stuart  Shields 

Incorporated 

Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Oppenheimer  &  Co.,  Inc. 
Shearson  Loeb  Rhoades  Inc. 
Wertheim  &  Co.,  Inc. 


Bear,  Stearns  &  Co. 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fennerfic  Smith  Incorporated 


L.  F.  Rothschild,  Unterberg,  Towbin 


Salomon  Brothers 


Smith  Barney,  Harris  Upham  &  Co.       Warburg  Paribas  Becker 

Incorporated  A.  G.  Becker 


Dean  Witter  Reynolds  Inc. 


Rotan  Mosle  Inc. 


The  baby  boomers  are  nearing  30.  And  on 
Wall  Street  some  folks  think  that  means  great 
news  for  fiberglass  manufacturers. 


A  house 
divided 


By  Newcomb  Stillwell 


DEMOGRAPHY  BEING  DESTINY,  the 
baby-boom  generation  regularly 
shakes  America  with  its  de- 
mands. Now  that  its  members  are  reach- 
ing those  untrustworthy  years  around  30, 
they  want  houses.  And  because  there  are 
so  many  baby  boomers,  the  implications 
for  construction  are  awesome.  A  gaggle 
of  economists  projects  that  annual  hous- 
ing starts  will  have  to  average  over 
2.5  million  for  the  rest  of  the  de- 
cade to  meet  the  need.  That  com- 
pares with  1.3  million  last  year. 

Before  you  call  your  broker,  how- 
ever, consider  something  else. 
Houses  don't  come  as  cheap  as 
Davy  Crockett  hats,  Hula  Hoops, 
Earth  Shoes  and  Frisbees,  and  long- 
suffering,  gray-flanneled  Dad  isn't 
around  anymore  to  pick  up  the  tab. 
That  means  actual  demand  may  be 
somewhat  less  than  those  numbers 
imply.  Says  analyst  Timothy  Jones 
of  Dean  Witter  Reynolds,  "It's  like 
Cadillacs:  There's  a  certain  de- 
mand at  $18,000  and  a  hell  of  a 
demand  at  $10,000." 

Still,  the  impact  of  the  baby 
boom  on  construction  has  sparked 
a  controversy  among  investors.  It  cen- 
ters on  what  may  be  the  most  leveraged 
beneficiaries  of  an  upturn  in  housing:  the 
fiberglass  manufacturers.  These  compa- 
nies, and  in  particular  industry  leaders 
Owens-Coming  Fiberglas  Corp.  and  Cer- 
tainTeed  Corp.,  have  lots  of  excess  ca- 
pacity. Since  some  65%  of  their  output 
ends  up  in  insulation,  roofing  and,  to  a 
lesser  extent,  bathtubs,  a  population- 
pushed  housing  turn  could  do  wonders 
for  their  operating  rates  and  anemic 
earnings! 

Some  of  the  numbers  floating  around 
Wall  Street  are  staggering.  Jonathan 
Goldfarb  of  Merrill  Lynch,  a  leading  bull, 
estimates  that  Owens-Coming  will  earn 
$5.50  a  share  next  year  and  $8  to  $8.50  in 
1983.  That  compares  with  $1.78  last 


year,  and  Goldfarb's  estimate  of  $2.70  for 
this  year.  "Assume  the  market  multiple 
18  months  from  now  is  8,"  he  says,  "8 
times  8  is  64,  and  even  if  the  stock  only 
goes  halfway  there.  ..."  The  man  is 
excited:  Recently  Owens-Corning  traded 
at  only  28  and  change. 

Goldfarb,  moreover,  isn't  even  count- 
ing on  housing  to  turn  up  as  much  as 
some  economists  predict.  "I  don't  think 
housing  starts  can  exceed  2  million  for 


an  extended  period,"  he  says.  "Nonethe- 
less, I  do  think  the  cyclical  peak  can  hit  2 
million  in  1983."  Some  of  the  other  as- 
sumptions built  into  those  estimates  are 
slightly  less  conservative.  He  expects  a 
modest  recovery  in  the  market  for  plea- 
sure boats  and  figures  domestic  auto  pro- 
duction will  hit  9  million  to  9.5  million 
units  in  1983,  up  from  6.4  million  last 
year.  Both  use  considerable  amounts  of 
fiberglass-reinforced  plastics.  "And," 
says  Goldfarb,  "the  number  of  fiberglass 
parts  in  cars  is  increasing  to  make  them 
lighter,  so  there's  a  kind  of  double  lever- 
age there." 

For  similar  reasons  there's  some  "dou- 
ble leverage"  in  roofing,  too,  where  fiber- 
glass mat  products  are  gaining  market 
share  on  organic  mat  products.  The  rea- 


The  Streetwalker 


son:  They  require  20%  to  30%  less 
phalt,  which  has  gotten  expensive  w 
increases  in  the  price  of  oil. 

The  big  question  mark,  though,  is 
rofitting — adding  extra  inches  of  ins 
tion  to  an  existing  house  to  cut  util 
bills.  Goldfarb  thinks  there  are  still  a 
of  people  out  there  who  haven't  dc 
this  yet,  and  what  with  natural  gas  pr» 
rising,  he  expects  3.9  million  homes 
be  retrofitted  in  1982  and  1983,  up  fro 
his  3.45  million  1980  estimate. 

Another,  if  slightly  less  thunderi 
bull  is  Stephen  Albert  of  Kidder, 
body.  He  sees  Owens-Corning  earn 
$2.50  this  year  and  $5  next.  If  you  h 
an  eye  for  an  even  more  leveraged  pi 
he  finds   CertainTeed  attractive- 
speculative.  Currently  trading  at 
over  $14  a  share — half  its  1977  high- 
has     suffered     several  managem 
changes,  and  last  year  had  a  31 -cent  d 
cit.  Noting  the  54%  interest  held 
France's  Saint-Gobain-Pont-a-Mouss 
he  says,  "The  stock  is  thinly  traded,  ; 
the  earnings  numbers  could  come 
very  big."  On  the  order  of  $1.25  a  sh 
this  year,  and  $3.25  next. 
Ah,  yes,  the  controversy.  Think 
Cadillacs,  Dean  Witter's  Jone 
not  convinced  that  the  long-aw 
ed  turn  is  at  hand.  "I  find  it  in» 
esting  that  people  are  talking  ab 
1982  and  1983,  when  they  cj 
even  tell  what's  going  to  hap 
next  quarter,"  he  says.  "You 
throw  those  housing  start  numli 
out  the  window  as  long  as  you  h 
mortgage  rates  at  15%,  and 
available  at  that.  And  if  anyone 
tell  me  what  mortgage  rates  will 
in  1983,  I'd  like  to  meet  him."  j 
also  not  so  optimistic  on  retrc 
ting:  "There  are  a  lot  of  more  c 
effective  ways  to  cut  utility  b 
storm  windows,  caulking,  ther 
doors,  furnace  adjustments 
anyway,  half  the  U.S.  is  soutl 
the  Mason-Dixon  line."  Geo 
phy,  too,  is  destiny. 

Jones'  projections  match  his  ske 
cism.  His  housing-starts  estimates 
close  to  Goldfarb's  in  the  short  tern 
1.4  million  this  year  and  1.7  mil 
next,  but  taking  retrofitting  and  the 
er  markets  into  account,  he  sees  Ow 
Coming  earning  only  $2.35  in  1981 
$4  in  1982.  "Those  numbers  ma> 
stretching  it,"  he  says,  "and  I'm 
making  1983  estimates."  Jones  c 
however,  have  a  grudging  buy  hold 
ommendation  on  CertainTeed,  whic 
figures  will  earn  $1  this  year  and  $2  r 
"Five  presidents  in  five  years,  or  w 
ever."  Explosive  laugh.  "But  the  thii 
selling  at  a  30%  discount  to  book." 

Gloomier  still  is  Laurence  Hirschl 
of  First  Boston.  He  doesn't  think  de 
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ic  pressures  will  turn  up  in  housing 
until  the  second  half  of  the  decade, 
eason:  interest  rates.  "Money  mar- 
anditions  just  won't  allow  the  de- 
to  be  realized,"  he  says.  "My  esti- 
for  Owens-Corning  is  $2.20  to 
this  year.  Frankly,  that  is  awfully 
ed  optimistic,  and  I  haven't  any 
vhat  1982  will  be."  Not  a  buy,  by 
hance?  "Isn't  a  $28  stock  price  on 
in  earnings  a  little  rich?"  Such  is 
jsult  when  a  man  hangs  around 
\1  Wojnilower. 

dfarb  dismisses  all  this.  "Every 
I  say  something  positive,  they  all 
imething  negative,"  he  notes.  "But 
what  makes  it  a  ball  game."  Gold- 
batting  average  is  good:  Ruthian 
its  like  calling  the  turn  in  U.S. 
:  and  a  couple  of  others  a  year  ago 
that  institutional  clients  don't 
lis  thinking  lightly.  On  the  other 
you  have  to  be  careful  with  those 
soomers:  They  might  all  decide  to 
i  tents. 

hi n king  mail's  retread 

roblems,"  Henry  }.  Kaiser  used  to 
say,  "are  only  opportunities  in 
work  clothes."  Shrewd  investors 
>een  profitably  heeding  that  advice 
ars.  Lately,  though,  it  seems  that 
problems  have  been  proliferating 
,  opportunities  have  been  getting 


The  gospel  according  to  Goodman 


Good  investment  advice,  like  fine  wine  or  great  art,  stands  the  test  of 
time.  In  1935  Joseph  Goodman  began  writing  a  Forbes  column,  which 
appeared  regularly  until  his  death  in  1958.  Goodman,  who  ran  a  fair-size 
Philadelphia  brokerage  house,  was  always  popular  with  readers — in  large 
measure  because  of  his  terse,  often  accurate  trading  recommendations. 
Last  month  a  subscriber  mailed  us  a  dog-eared  list  of  Goodman 
aphorisms.  Remarkable,  he  wrote,  how  relevant  they  are  today.  We 
think  so  too. 

1)  Never  buy  a  stock  that  won't  go  up  in  a  bull  market.  The  smart  money 
is  out  of  it. 

2)  Never  sell  a  stock  that  won't  go  down  in  a  bear  market.  The  smart 
money  is  into  it. 

3)  Don't  buy  the  sympathy  stock.  Don't  buy  a  weak  railroad  because  a 
strong  one  has  started  to  move.  Everybody  does  this,  and  it  is  rarely 
profitable.  Buy  the  company  that  is  going  up. 

4)  When  a  bull  market  peaks,  sell  the  stock  that  has  gone  up  the  most.  It 
will  fall  back  the  fastest.  Also,  sell  the  stock  that  has  gone  up  least.  It 
didn't  go  up;  therefore,  it  must  go  down. 

5)  When  a  bear  market  begins  to  bottom  out,  buy  the  stock  that  has  gone 
down  most.  Also,  buy  the  stock  that  has  gone  down  least. 

6)  Never  place  a  limit  on  your  orders;  make  them  at' market.  Many  a 
profit  became  a  loss  by  holding  out  for  an  eighth  of  a  point. 

7)  Never  sell  a  stock  that  has  long  been  inactive  just  at  the  moment  it 
begins  to  move  ahead. 

8)  No  man  ever  makes  himself  poor  by  taking  a  profit. 


E.  I.  du  Pont  de  Nemours 
and  Company 

has  acquired 

New  England  Nuclear 
Corporation 

The  undersigned  acted  as  financial  advisor  to 
E.  I.  du  Pont  de  Nemours  and  Company  in  this  transaction. 


The  First  Boston  Corporation 


April  14, 1981 


MAY  il,  1981 
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Value  Line  looks  at . . . 

Major  Stocks  With 
P/E's  Under  5  And 
Yields  Over  7% 

Plus  the  potential  to  double  in  price, 
we  estimate,  within  3  to  5  years. 

Among  1700  major  stocks  under  its  continuing  review,  The  Value  Line  investment 
Survey  finds  . . . 

•  1 13  stocks  are  selling  at  less  than  5  times  estimated  current  earnings...  compared  with 
past  P/E  ratios  up  to  10  times  or  higher.  (Value  Line  3/27/81). 

•  21  of  these  low-P/Estocksalso  offer  Appreciation  Potentialsinthe  next  3  to  5  years  of 
more  than  150%  . . .  based  on  Value  Line's  estimates  of  their  earnings  and  P/E  ratios  in 
that  future  span.  ( 5  offer  long-term  Appreciation  Potentials  of  more  than  200%.) 

•  In  addition,  a  significant  minority  of  these  "combination"  stocks  currently  yield  from  7% 
to  23.0%  based  on  our  estimate  of  dividends  in  the  12  months  ahead.  (In  many  of  these 
stocks,  moreover,  we  look  for  sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

But  we  urge  you  not  to  leap  into  stocks  like  these,  good  as  they  may  sound,  without  also 
checking  Value  Line's  current  ratings  for  Probable  Price  Performance  and— most  im- 
portantly— Safety.  This  is  easy  to  do: 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of  EACH  of 
1700  stocks  relative  to  all  the  others,  as  follows  . . . 

a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years— showing  the  future  "target" 
price  range  and  percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  latest  quarterly  results  against  a  year  ago. 

PLUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months— including  22  series  of  vital  financial  and  operat- 
ing statistics  going  back  15  years  and  estimated  3  to  5  years  ahead.  About  130  new  full-page 
Reports  like  this  are  issued  each  week  . . .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  are  Invited  to  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10 weeks  for  only  $33— about  HALF  the  regular  rate— if  no 
member  of  your  household  has  had  a  Value  Line  subscription  in  the  last  two  years. 
You  receive,  as  a  bonus,  Value  Line's  2000  page 
Investors  Reference  Service  incuding  our  latest  full- 
page  Ratings  &  Reports  on  each  of  1700  stocks— fully 
indexed  and  looseleaf-bound  for  your  quick  and  easy 
reference. .  and  systematically  updated  by  new  full- 
page  Reports  in  the  weeks  ahead.  (It  takes  only  30 
seconds  to  replace  the  old  Reports  with  the  new  in 
your  binder.)  All  this  material  is  so  organized  that  you 
can  quickly  find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  interested  in  buying  selling,  or  equally  import- 
ant, holding. 

And— as  an  extra  bonus— you  will  also  receive  Evaluating  Common  Stocks, 
by  Arnold  Bernhard,  Value  Line's  founder  and  research  chief.  This  96-page 
book  explains  how  even  inexperienced  investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Performance  in  next  12  months),  the 
other  for  Safety.  This  book  is  YOURS  TO  KEEP  even  if  you  return  the  other 
material  under  your  money-back  guarantee. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


ITh«M  Paem  Ar*  Rsducad  From  Actual  8'-. 


Evaluating 
Common 
Stocks 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  711  Third  Avenue,  New  York,  N.Y.  10017 

Department  916AI; 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$33  to  The  Value  Line  Survey  (limited  once 
to  any  household  every  two  years)  and 
send  me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  sub- 
scription lor  $330  and  send  me  the  two 
bonuses  listed  above.  There  are  no 
restrictions  with  this  annual  subscription. 

SPECIAL  EXTRA  BONUS 
A   pocket-size  CREDIT 
CARD   LCD  CALCULA- 
TOR given  to  you  when  |__Ji; 
you  order  The  Value 
Line  Investment  Survey  for  one  year 
(N  Y  residents  add  sales  tax  ) 


□  My  payment   is  enclosed.   □  Please  charge 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  

Account  #  

This  subscription  is  tax-deductible  and  non-assignable 


Signature 


Name 


VI 


Address 


Apt  No. 


City 


State 


Zip 


The  Streetwalker 


more  and  more  inscrutable.  Take  th 
industry's  woes,  astronomical  oil  p: 
or  the  coal  strike:  problems,  certa 
but  opportunities? 

Of  course  they  are,  at  least  acco: 
to  Louis  Hannen  of  Wheat,  First  Se 
ties  in  Richmond.  Today's  problem 
thinks,  have  created  a  sweet  opporti 
for  Spruce  Pine,  N.C. -based  Brad  R, 
Inc.,  a  $162  million  (sales)  purvey 
new  and  retreaded  tires,  and  a  forme 
times-earnings  highflyer  that  is  & 
thing  of  a  retread  itself.  "The  com 
could  earn  $2.50  a  share  within  the 
couple  of  years,"  says  Hannen.  T 
about  twice  1980  profits. 

To  appreciate  this  potential,  you 
to  understand  Brad  Ragan's  rather  ai 
business.  Roughly  60%  of  its  reve 
come  from  contracts  the  compan> 
with  mines  or  contractors.  Ragan 
vides  new  or  retreaded  tires  for  e 
movers  and  other  monster  machir 
and  its  wares  are  hardly  28-inch-di 
ter  tube-type  whitewalls.  They  ca 
twice  a  man's  height,  and  carry 
tags  of  as  much  as  $40,000. 

Ragan  gets  most  of  its  new  off 
road  tires,  which  account  for  22c 
revenues,  through  a  distributorshii 
rangement  with  Goodyear.  It  make 
own  retreads — many  using  its  pr 
etary  computer-controlled  pro 
which  chops  away  at  13  of  Ragan 
tire  centers.  The  company  also  reti 
over-the-road  tires  for  truckers  and 
chain  of  36  retail  stores  in  the  Carol 
These  sell  auto  tires  and  accessorii 
well  as  home  appliances  like  telev 
sets  and  refrigerators. 


To  appreciate  its  potent 
you  have  to  understand  B 
Ragan's  rather  arcane  bi 
ness.  Its  wares  are  har 
28-inch  diameter  tube-t] 
whitewalls.  They  can 
twice  a  man's  height,  c 
they  carry  price  tags  of 
much  as  $40,000. 


But  back  to  those  dismal  econo 
problems.  Largely  unnoticed  amid 
recent  welter  of  tire  industry 
downs  was  one  that  is  very  good  r 
for  Brad  Ragan:  On  Mar.  16  Unit 
announced  that  it  will  stop  making 
the-road  heavy  construction  tires, 
royal  represented  some  5%  to  10c 
the  nation's  off-the-road  tire  capa 
and  the  production  halt  will  substar 
ly  reduce  all  the  burdensome  overc£ 
ity  left  from  the  salad  days  of  ii 
state  highway  construction.  Says  1 
nen,  "As  you  get  supply  and  den 
into  a  better  balance,  inevitably  you 


342 


FORBES,  MAY  11 


pricing  and  better  margins." 
it  consider  how  astronomical  oil 
have  helped  Brad  Ragan.  They 
lad  a  major  impact  on  the  price  of 
stic  rubber,  now  running  at  more 
latural  rubber.  Retreads,  however, 
much  higher  proportion  of  natural 
r  than  new  tires,  partly  because  it 
the  retread  stick  better  to  the  tire 
is.  That  means  prices  of  new  tires 
ing  faster  than  the  cost  of  retreads. 
,  wider  margins. 

the  leverage  is  the  key.  Ragan's 
:  margins  have  been  running  at 
ome  3.3%,  down  from  7%-to-10% 


deeper  miners  have  to 
the  more  overburden  must 
hi  led  away.  Which  means 
of  wear  and  tear  on  the 
zles'  tires.  "This  com- 
i,"  says  Hannen,  "will  be 
ijor  beneficiary  of  the  de- 
an of  America's  natural 
trees." 


the  interstate  program  was  in  full 
,  Any  improvement  on  that  de- 
d  level  has  a  big  impact  on  earn- 
iays  Hannen,  "If  they  get  margins 
)nly  6%,  earnings  would  be  $2.50  a 
even  if  volume  stayed  flat."  Long 
of  course,  there's  no  reason  to  be- 
t  should  stay  flat:  The  deeper  min- 
ive  to  dig,  the  more  overburden 
3e  hauled  away.  Which  means  lots 
ir  and  tear  on  the  vehicles'  tires, 
company,"  says  Hannen,  "will  be 
3r  beneficiary  of  the  depletion  of 
ca's  natural  resources."  Talk  about 
.  of  gloom. 

i,  of  course,  brings  us  to  that  third 
m:  the  coal  strike.  Since  some 
f  Brad  Ragan's  revenues  depend  on 
al  industry,  the  strike  is  definitely 
ws  for  the  company.  It  may  not  be 
/estors:  Ragan's  shares  started  to 
up  on  news  of  the  Uniroyal  an- 
ement,  only  to  be  beaten  back 
by  the  strike.  That  could  provide 
ortunity  to  get  in  relatively  cheap- 
th  a  low  2-to-5  debt-to-equity  ratio 
strong  current  ratio  of  3,  Ragan's 
:s  are  well  battened  down  for  the 
There  is  also  a  new  management 
n  place. 

innen  is  right,  there  will  be  plenty 
d  news  when  the  coal  miners  go 
:o  work.  Recently,  Brad  Ragan's 
:raded  near  $9  a  share,  a  hefty  50% 
nt  from  book  value,  but  earnings 
$2.50  level  could  support  a  stock 
lose  to  $20.  The  one  big  risk  is  the 
Fhe  Ragan  family  owns  some  45% 
2.3  million  shares  outstanding, 
doesn't  leave  too  much  for  every- 
se.  Still,  if  you're  careful,  there's 
ig  like  scarcity  to  drive  up  a 
-Newcomb  Stillwell 
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Don't  just  lie  there. 


The  Rowe  Price  Tax-Free  Income  Fund  can 
help  you  get  out  from  under. 

•  Tkx-Free —no  income  tax  for  the  IRS*. 

•  No-  Load — no  sales  charge  or  redemption  fee. 

•  Prompt  Liquidity— just  call  free  or  write 
a  check. 

•  Low  Minimum— as  little  as  $1,000. 

•  Easy  To  Purchase— send  coupon  or  call 
toll  free  1-800-638-5660.  In  Md. 
1-800-492-1976.  In  Balto.  547-2308. 


Rowe  Price  Tkx-Free  Income  Fund,  Inc. 

100  E.  Pratt  St.  Baltimore,  Maryland  21202 


I  City. 


~  Zip . 


I  For  more  complete  information,  including  management 

I  fee  and  other  charges  and  expenses,  obtain  a  prospectus. 

I  Read  it  carefully  before  you  invest.  'Income  may  be 

I  subject  to  state  and  local  taxes. 


HIGH  BLOOD  PRESSURE 
IS  HELPING  TO  KILL  ONE-SEVENTH 

OF  AMERICA'S  ADULTS. 
AND  THEY  DON'T  EVEN  KNOW  IT. 

Every  year,  hundreds  of  thousands  of  Americans  die 
needlessly  from  heart  disease,  strokes  and  kidney  failure.  Many 
more  are  crippled  for  life.  They  didn't  know  they  had  High 
Blood  Pressure. 

It  strikes  like  a  time  bomb.  The  victim  feels  fine,  but  all  the 
while  the  time  bomb  is  ticking  away.  And  then,  suddenly,  it 
explodes. 

But  treating  High  Blood  Pressure  is  usually  as  simple  as 
taking  a  pill  every  day.  And  you  can  lead  a  longer,  healthier  life. 

So  when  you  finish  reading  this,  see  a  doctor  or 
visit  a  clinic. 

Because,  it's  a  lot  better  to  know  if  you  have  High  Blood 
Pressure  than  to  die  from  ignorance. 


HIGH  BLOOD  PRESSURE. 
Treat  it. ..and  live. 

The  National  High  Blood  Pressure  Education  Program, 
U.S.  Department  of  Health,  Education,  and  Welfare. 

A  Public  Service  of  this  Magazine  &  The  Advertising  Council  R»T» 


jf^lN  THE  WOF^LD:  WITH  AMERICAN  STYLE. 
Any  journalistic  victory  of  style  over  content  is 
won  at  thefeader's  expense.  In  Newsweek 
International,  the  accent  may  be  distinctly- 
even  delightfully— American.  But  the  words 
speak  of  the  world,  and  they  engender  a  par- 
•   ticularly  positive  response. 


Illustration.  Shigeo  Okamoto 


THE  INTERNATIONAL  NEWSMAGAZINE 


Unique  to  Newsweek  International:  a  staff  of  business  editors 
whose  particular  skill  is  to  internationalize  the  world's  news;  to 
communicate  with  five  continents  in  the  particular  American  style 
of  the  sixth.  One  more  reason  why,  each  week,  more  than 
2,000,000  readers  in  1 93  countries  turn  to  Newsweek  Interna-  w~ 
tionalas  the  magazine  to  fill  their  needs.  As  do  more  than  600 
advertisers.  Shouldn't  you  be  among  them  ? 

SALES  OFFICES  New  York-  Chicago- Los  Angeles- San  Francisco- London  •  Amsterdam 
•  Frankfurt/  Main  •  Geneva  •  Paris  •  Rome  •  Hong  Kong  -  Manila  •  Sydney-  Tokyo 
CONTACT:  Harold  L  Leddyjr.  444  Madison  Avenue.  New  York  NY  10022 
Tel:  212/350-2565  Telex  RCA  23401 1 / ITT  420395/ WUI 620364 
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Flashbacks 


"The  more  things  change. . . ." 
tems  from  past  issues  of  Forbes 

:y  years  ago  in  Forbes 

readers  know,  Forbes  has  been  vig- 
>ly  advocating  the  exacting  of  less 
)us  discount  rates  from  commercial 
iwers.  This  evoked  protests  from 
in  bankers,  who  were  able  to  draw 
tsome  pictures  of  the  horrors  of  pos- 
'inflation'  were  such  a  course  adopt- 
ur  stand  has  been  that  the  desirabil- 

doing  anything  and  everything  pos- 
to  bring  about  more  active  business 
employment  should  weigh  more 

any  danger  of  restarting  infla- 
.  .  .  We  are  glad,  therefore,  to  be 
to  record  that  rates  charged  the  bet- 
iass  of  commercial  borrowers  have 

appreciably  reduced,  as  have  also 

interest  rates.  At  the  beginning  of 
nonth  prime  short-term  paper  was 
able  at  7%,  and  in  some  instances 

many  has  gone  back  to  work  as  has 

ther  nation  in  Europe  [says  steel- 
•i  Charles  M.  Schwab].  Her  working 
e  are  economizing,  sacrificing,  and 
ving  themselves  into  real  produc- 
Believing  as  I  do  that  the  strength 
>rosperity  of  a  nation  depend  upon 
fficiency  of  its  labor,  I  had  some- 

of  a  shock  in  contemplating  this 
»ht:  Is  it  possible  that  after  having 
the  war,  we  of  the  allied  nations, 
everything  in  our  hands,  will  allow 
lany  to  win  the  peace  through  the 
s  of  her  labor?  Germany  can  today 

ton  of  steel  in  England  at  a  price 
i  ton  cheaper  than  what  it  costs 
ind  to  make  it.  Germany  is  today 


ht  sendee  in  1930 

cabin  attendant— the  copilot. 


selling  pneumatic  tools  in  Detroit  where 
formerly  we  made  such  machinery  and 
shipped  it  to  Germany  to  sell  there 
cheaper  than  she  could  make  it." 

Fifty  years  ago 

"Business  began  to  require  sobriety  be- 
fore prohibition  was  thought  possible. 
Railroads  and  industries  found  sober  em- 
ployees necessary  to  safe  and  profitable 
operation.  Besides,  those  employers  who 
were  anxious  to  improve  the  condition 
of  their  men  by  increasing  their  wages 
soon  discovered  that  no  business  can  af- 
ford to  pay  high  wages  to  intemperate  or 
drinking  workmen.  The  Ford  Motor  Co. 
raised  its  minimum  wage  first,  and  then 
undertook  to  insure  the  sober  use  of  it.  If 
the  impossible  should  occur — I  mean  the 
return  of  legalized  liquor — its  first  effect 
would  be  a  widespread  reduction  of 
wages  due  to  the  demoralization  of  labor 
which  liquor  always  causes." 

— Henry  Ford 

"Transcontinental  &  Western  Airlines 

has  recently  announced  the  opening  of  a 
new  all-air  passenger  and  express  service 
between  New  York  and  Chicago.  The 
schedule  will  call  for  an  eight-hour  run 
and  passenger  fare  is  set  at  $56  one  way." 

"In  practically  every  previous  major 
business  depression,  wages  have  come 
down  fairly  rapidly  along  with  living 
costs.  President  Hoover  requested  at  the 
beginning  of  the  present  depression  that 
corporations  try  to  hold  up  their  wage 
scales,  and  they  have  done  it  in  a  noble 
manner.  Now  it  appears  that  this  idealis- 
tic policy  has  not  softened  the  business 
depression  to  any  appreciable  extent  and 
has  perhaps  made  business  even  worse, 
because  corporation  profits  have  been  re- 
duced by  the  high  v/age  payments  in  the 
face  of  constant  public  decline  in  buying. " 

To  those  who  lived  through  it,  one  of 
the  more  dismaying  aspects  of  the  Great 
Depression  must  have  been  the  way  it 
seemed  to  defy  the  conventional  wisdom 
on  how  depressions  should  be  managed. 
In  the  short,  sharp  depression  of  1920- 
21 — still  vivid  in  the  memory  of  most 
adults  in  the  early  1930s — all  that 
seemed  necessary  to  correct  the  previous 
inflationary  excesses  was  to  slash  prices 
and  costs,  especially  wages,  for  a  few 
months  in  order  to  get  demand  rolling 
again.  So  observers  like  EditorB.C.  Forbes 
were  obviously  skeptical  about  President 
Hoover's  plea  that  wage  levels  be  main- 
tained— and  especially  so  when  any  wage 
cuts  could  be  justified  on  the  ground  that 
prices  had  fallen  enough  to  prevent  any 
real  drop  in  the  standard  of  living. 

Alas  for  both  viewpoints,  the  roots  of 
the  Great  Depression  were  deep  enough 
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so  that  neither  course  seemed  to  do 
much  good.  Despite  presidential  appeals, 
persistent  wage  cuts  went  on  anyway, 
with  each  cut  being  a  constant  and  anxi- 
ety-producing reminder  that  the  next  cut 
might  be  the  job  itself. 

TWenty  five  years  ago 

"Automakers  last  year  used  an  average 
of  35  pounds  of  aluminum  in  each  car 
that  rolled  off  Detroit's  assembly  lines 
[vs.  10  pounds  in  1946).  Predicts  Chevro- 
let's chief  engineer,  E.N.  Cole:  100 
pounds  of  aluminum  in  each  car  by  1970, 
200  pounds  by  1980.  Engine  blocks 
alone,  which  General  Motors  and  Ford 
are  now  beginning  to  make  out  of  alumi- 
num, could,  as  Henry  Kaiser  is  always 
fond  of  pointing  out,  absorb  the  alumi- 
num industry's  entire  present  output." 

How  did  engineer  Cole's  prediction 
work  out?  Pretty  well,  as  25-year  predic- 
tions go,  though  General  Motors — by  it- 
self over  half  the  auto  industry — has  not 
yet  reached  that  200-pound  usage  figure: 
The  average  GM  1981  model  has  146 
pounds  of  aluminum.  But  it  also  has  (for 
the  same  reason  aluminum  is  used)  some 
200  pounds  of  weight-saving  plastics. 

Engineer  Cole  also  did  pretty  well  by 
himself  in  later  years.  The  ink  was  hard- 
ly dry  on  the  Forbes  article  above  when 
he  became  general  manager  of  Chevrolet 
in  July  1956.  From  there  he  went  on  to 
become,  in  1961,  GM  group  vice  presi- 
dent in  charge  of  cars  and  trucks;  execu- 
tive vice  president  in  1965;  and  presi- 
dent in  1967.  After  his  1974  retirement 
from  GM,  he  poured  some  of  his  undi- 
minished energy  into  International 
Husky,  a  company  dedicated  to  building 
a  vast  new  air  cargo  network  using  huge 
new  freight  planes.  And  shortly  before 
his  untimely  death  in  an  air  crash  in  May 
1977  he  had  bought  control  of  Checker 
Taxi  Co.,  which  he  planned  to  turn 
around  with  a  new  diesel  taxi  design 
based  on  the  Volkswagen  Rabbit. 

"Since  1947  the  number  of  scientists  and 

engineers  employed  has  gone  from 
575,000  to  900,000,  the  Chase  Manhat- 
tan Bank  points  out.  .  .  .  Engineers  now 
start  at  $400  a  month  in  contrast  to  less 
than  $250  nine  years  ago.  It  is  estimated 
that  there  is  a  current  need  for  45,000 
engineers  a  year.  We  graduate  only 
23,000.  Four  hundred  men  trained  as  nu- 
clear scientists  graduate  each  year. 
Twelve  hundred  are  needed. 

"The  most  challenging  aspect  of  the 
problem  lies  in  the  fact  that  today  only 
16%  of  university  students  major  in  sci- 
ence or  engineering,  down  25%  since 
1950,  while  in  Russia  over  one-third  of 
all  students  major  in  science." 
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REAL  ESTATE 
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Sotheby's 

INTERNATIONAL 
REALTY 


THE  MOST  OUTSTANDING 
REAL  ESTATE  PROPERTIES 
OFFERED  FOR  SALE 

SAN  FRANCISCO,  CALIFORNIA 

Le  Petit  Trianon  ...  a  faithful 
recreation  of  the  French  garden 
exterior  at  Versailles,  this  majes- 
tic residence  is  situated  in  San 
Francisco's  prestigious  Presidio 
Heights,  overlooking  the  Golden 
Gate  Bridge  &  San  Francisco  Bay. 
25  rooms,  with  marble  floors,  wal- 
nut paneling,  wrought  iron  &  glass 
portico,  chandeliers,  stained  glass 
&  more. 

Brochure  #B  21  -1 4  $2,750,000 
FAIRFIELD  COUNTY, 
CONNECTICUT 

In  Newton,  IV2  hours  from  Man- 
hattan, a  270-acre  working  farm, 
ideal  for  dairy  operation,  with 
magnificent  contemporary  resi- 
dence overlooking  pasture  & 
woodland;  3-level  show  barn,  ma- 
ternity &  bull  barns;  pool,  pool- 
house;  heliport;  river  frontage. 
One  of  the  largest  farm  invest- 
ments in  beautiful  Fairfield  Coun- 
ty- 
Brochure  #B  4-27  $3,000,000 
ANTIGUA,  BRITISH  WEST  INDIES 
Long  Island,  a  mile  off  the  coast 
of  Antigua,  encompassing  365 
acres  w/spectacular  beaches,  750- 
foot  dock,  coral  reefs.  Original 
plantation  mansion  plus  four  cot- 
tages, beach  bar,  two  houses, 
machine  shop.  A  superb  yachting 
estate  with  air  service  to  Antiqua 
from  N.Y.,  Montreal,  London,  Mi- 
ami, Toronto. 

Brochure  #B  9-14  $4,450,000 

For  brochure  &  further 
information,  please  contact  us  at 
980  Madison  Ave.,  New  York  10021 


tel.  212/472-3465 


ALL OCEAN  FRONT 
CONDOMINIUMS 

Phase  II  FEATURES 
90%  FINANCING  FOR 
QUALIFIED  BUYERS 

•  2-3  Bedrooms  •  Elevator.  Sprinkler 
System,  Smoke  Detector  •  Up  to 
1352  Heated  Sq  Ft  •  Private  Balcon- 
ies •  Completely  Furnished — Washer. 
Dryer,  and  T  V,  •  Completely  Acces- 
sorized •  On-site  Stick  Built  Construc- 
tion •  Fully  Equipped  Kitchen  •  Ocean 
Front  Swimming  Pool  with  Large  Sun 
Deck   •   Hot  Tub   •  Stucco  Exterior 

•  Each  Unit  Sound  Proot  •  Exterior 
Storage  for  Each  Unit 

From  $89,900 
WINDY  SHORES 

3301  S  Ocean  Blvd.,  Windy  Hill  Sec- 
tion. North  Myrtle  Beach.  S  C.  29582 

(803)  272-7722 


FREE  CATALOG 

Big  .  .  .  Free  SUMMER  1981  Catalog 
describes  and  pictures  more  than  2,800 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City.  MO.  64112 


Classified/ 
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REAL  ESTATE 


Treehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 

For  Price  &  Construction 
Package  Information  Send  $4  00  To 


opsider  Homes 


P.O  Box  849  F 
Yadkinville.  N  C.  27055 
919-679-8846 


REAL  ESTATE  WANTED 


HARD  TO  SELL 
DISTRESSED 
AND  OTHER 
REAL  ESTATE 
ACCEPTED  BY 

RELIGIOUS 
CORPORATION. 
WILL  STRUCTURE 
CONTRIBUTION 
OF  REAL  ESTATE 

TO  MEET 
NEED  OF  DONOR 

(516)  751-6644 


INDUSTRIAL  REAL  ESTATE 

INDUSTRIAL/COMMERCIAL 

13,000  Ac.  Investment  Property 
Ideal  S.D.  location  for  research  com- 
plex, corporate  site,  resort  complex; 
2  miles  S.  of  Rapid  City,  S.D.  15  min- 
utes to  Jet  Port.  $500/Acre.  Owner: 

NORRIS  COMPANY 

P.O.  Box  1088    Ocala,  FL  32678 
904/622-7151 


LOG  HOMES 


GREEN  RIVER  TRADING  CITn 


MANUFACTURERS 
OF  QUALITY 
LOG  HOMES 


Send  25C  tor  our  Brochure 
BOSTON  CORNERS  ROAD 
MILLERTON,  NEW  YORK  12546 
518-789-3311 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  213-795-5558 
SOUTHLAND  UNIVERSITY 
Dept.  21 B      69  N.  Catalina 
Pasadena,  CA  91106 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED 
One  out  of  every  7  FORBES  subscribers  is  a  millionaire 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction^  guaranteed! 
Member  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
BRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORATION 
u.s.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Industria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A215  Foibes 

60  Fifth  Avenue 
New  York,  NY  10011 


BUSINESS  SERVICES 

AVAILABLE 
ASSOCIATION  MANAGEMENT 

Special  Interest  Groups:  Have  a  com- 
mon interest;  contemplating  forma- 
tion of  an  association?  Let  us  help 
you  form  or  manage  your  organiza- 
tion. Contact: 

HAB  Associates,  Inc. 
645  N.  Michigan  #1058 
Chicago,  Illinois  60611,  312-951-0106 


EXECUTIVE  SEARCH 


BLOODHOUND 

Need  special  technical,  marketing 
or  managerial  talent?  I'll  find 
him/her  for  you.  All  fields  includ- 
ing unusual.  Brochure  and  client 
list  available.  Fee  negotiable. 
Write:  John  Sample,  Suite  1710, 
310  Madison  Ave.,  N.Y.C.  10017. 
Phone:  212-867-5248 


MERCHANDISE  WANTED 

OLD  STOCK  CERTIFICATES 

Buying  obsolete  "worthless"  stock 
certificates  or  bonds  of  19th  and  early 
20th  centuries.  Bankers,  search  your 
vaults.  Corporate  officers,  look  to 
your  dead  files.  Heirs,  open  your 
strongboxes.  Will  buy  certificates  of 
historic  or  artistic  interest,  singly  or 
in  quantity,  at  collectors'  prices. 
JOSEPH  J.  THORNDIKE 
20  Cedar  St.,  Chatham,  MA  02633 


BUSINESS  OPPORTUNITIES 

1-800-327-6970 

Facts  About  U.S. 
Oil/Gas  Lease  Program: 

•  FRC  special  offer  of  $15 
filing  per  family  to  introduce 
you  to  this  program 

•  Over  $4,800 ,000  worth  of 
leases  awarded  to  FRC  clients 
in  past  120  days. 

•  Oil  prices  doubled 
since  1977 

•  100%  Tax  Deductible 
Complimentary  Brochure 


FRC.  6  Beacon  St  ,  Boston,  MA  09108 
(617]  367-2929 


FREE  MONEY 
REPORT 

5,000  unique  money  sources  for  new 

or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-5,  1145  Reservoir  Avenue,  Cran- 
ston, Rhode  Island  02920. 


Petrogram  Services  otters  a  new  Con- 
cept in  filing  for  oil  &  gas  leases. $15 
per  filing  period  brings  you  instruc- 
tions, materials  &  geological  recom- 
mendations. For  free  brochure  contact: 
Petrogram  Services,  2300  Candelaria 
Albuquerque,  NM  87107 
(505)  884-2844 


START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col* 
or  catalog  of  giftware  &  novelty  item? 
all  dropshipped  for  you.  No  packing 
or  shipping.  Unique  Bonus  Plan  stim- 
ulates orders.  Free  catalog  &  details 
from  GIFTIME,  Inc. 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144 
(215)  842-1400 


WIN  BIG  OIL  MONEY 


known  oil  and  gaa  lease  drawing  If  you 
are  a  U  S  citizen,  you  can  compete  tor 
a  fortune  In  oil  A  $30  (tax  deduct- 
ible) tiling  tee  could  bring  you  $100,000 
immediately,  plua  poaalble  paymenta 
For  tree  information  Call  T  oil-Free  1  -800- 
525-  2541.  Eit  8.  in  Colorado  Can  Collect 
-447-1399,  Eit  8.      Or  Write 

F.  Milligan,  inc. 

1942  20th  St.  Drawer  3408FB 
Boulder  CO  S0307 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newslette 
tells  you  which  firms  are  looking  fo 
representatives,  the  firm's  product  luv 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A.  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN/  FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011/(212)  620-2440 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES        BUSINESS  OPPORTUNITIES 


EXECUTIVE  GIFTS 


Ca/utd® 

Since  1934 

INVENTORS  OF  THE  PATENTED 
CARVEL  ICE  CREAM  MACHINE 
AND  THE  ORIGINATOR  OF  THE 
ICE  CREAM  LICENSING  INDUSTRY 

SEEKS  QUALIFIED  INVESTORS 
FOR  AREA  LICENSES  IN  MAJOR 
U.S.  &  FOREIGN  MARKETS. 

MINIMUM 

$1,000,000 
INVESTMENT 

PRINCIPALS  ONLY 

Reply  to: 

CARVEL  CORPORATION 

41 51  State  Road  84  -  Dept.  E 
Fort  Lauderdale,  Fl.  33314 
or  call  toll  free 

800-327  2754 


WESTERN 
BUSINESS 
OPPORTUNITY 
$100,000  to  $500,000 

Are  you  looking  for  a  profitable 
business  with  an  excellent  return 
on  investment?  We  have  several. 
Contact: 

AFFILIATED 
BUSINESS  CONSULTANTS 

P.O.  Box  6358 
Colorado  Springs,  CO  80934 
1-800-227-1617,  Ext.  402 

In  California,  call 
1-800-772-3545,  Ext.  402 
No  cpmmissions  to  us  involved 


EXECUTIVE  SEARCH  FIRM 

A  rare  opportunity  to  learn  the 
secrets  of  the  personnel  search 
business.  Be  a  national  affiliate, 
not  a  franchise,  it's  your  business. 
Immediate  earnings,  our  support 
assures  success.  Requires  $5,000. 
James  Mosteller,  Achievers,  Inc., 
3296  W.  Market,  Akron,  OH  44313 


CAPITAL  TO  INVEST 


FINANCIAL  GUARANTEES 

Letters  of  Credit, 
Promissory  Notes 
covering  Principal  &  Interest 
Cash  to  open  Escrows 
Cash  placed  in  bank  accounts 
to  increase  liquidity 
R.E.  Stand-Bys  &  Take-Outs 
Venture  Capital  &  Real  Estate 
BROKERS  PROTECTED 
Bancor  Financial  Limited 
567  San  Nicolas  Drive,  Suite  206 
Newport  Beach,  CA  92660 
Phone  (714)  640-1633 


BOOKS/PERIODICALS 

UNCOMMON  | 
ODYSSEY!  I 

INCREDIBLE  TRAVELS  t 
OF  AN  EXECUTIVE  f 
WHO  DARED  I 
TO  ESCAPE!  I 

For  Complimentary  fasue.  Write:  X 

ATW1EW  PRESS"  14  New  England  Road  J 
Maplewood,  N.J.  07040  $> 
^i^^'  ^i^t{'  C^C'C  C'^^  t  t'C  C  t'C'C  C'^^ 


LOOKING  FOR  NEW  PRODUCTS  TO 
EXPAND  YOUR  BUSINESS? 


General  Electric 's  "New  Product/ New  Business  Digest"  describes  over  500  products 
—  and  processes  that  are  available  tor  acquisition  or  licensing  to  use  or  manufacture 
and  market  yourself 

Items,  large  and  small,  range  from  new  inventions  and  R&D  spinoffs  to  fully 
developed  and  tooled  up  products  from  a  variety  of  sources:  universities.  MD  lirms. 
Government  agencies,  entrepreneurs  and  major  companies.  You  may  find  the  one 
product  you  need  to  start  your  own  business  or  add  to  your  product  line 

The  Digest  began  12  years  ago  as  an  outlet  tor  GE  Items  only.  Appropriate  Items 
are  searched  out  from  otl  sources 

The  illustrated  6'i «  1 1  inch  "New  Product/New  Business  Digest"  contains  6  7  pages 
and  includes  over  500  items  with  complete  names  and  addresses  lor  you:  direct 
follow  up  contact  Ire  1981  Annual  Edition  is  only  $45  00/copy  ($60  00/copy  overseas) 
Only  prepaid  orders  are  accepted   N  Y  State  residents  add  sales  tax 

General  Electric  Company  •  Business  Growth  Services 
120  Erie  Blvd.,  Room  1558  •  Schenectady,  N.Y.  12305  USA 

GENERAL®  ELECTRIC 


USA 


EXECUTIVE  GIFTS 


America's 
LOWEST 


WE  WILL  BEAT  ANY  PRICE  AT  ANY  TIME 

Apple  II  +  48K  1,099.95 

Apple  III  Computers  ....  3.095.95  &  up 
HewlettPackardHPUCV.  .  .  269.95 
Hewlett-Packard  HP  41 C  .  .  .  189.95 
Hewlett-Packard  HP  85  ....  2.495  00 
Texas  Instruments  Tl  59  .  .  .  199.95 
Texas  Instruments  99/4  Computer  469.95 
Mattel  Intellivision  2609  .  .  .  239.95 
Mattel  Horse  Race  Analyser  .  .  94.95 
Sony  Walkman  TPS  L2  .  .   .   .  169.95 

Atari  800, 16K   759.95 

Olympic  Sales  Company  •  216  So.  Oxford  Ave 
Los  Angeles,  CA  90004  •  Telex  67  34  77 
TOLL-FREE  (800)  421  8045  (outside  Calif) 

In  21 3  Area  Code  (213)  739-1 1 30 
In  Calif.  800-252-2153  Request  our  Catalog 


ANCESTRY  TRACING 


DEBRETT'S 

Founded  1769 
Trace  ancestors  in  Britain,  Amer- 
ica and  elsewhere.  Our  12-page 
booklet  explains  what  we  do.  (Ask 
about  our  Irish  Research  Service) 
Please  write  to  Dept.  FR  at: 

DEBRETT 
ANCESTRY  RESEARCH 
Parchment  House 
Winchester,  U.K. 
106  Pembroke  Road 
Dublin  4,  Ireland 

200  Park  Avenue,  NYC  10017 
Suite  303E 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  Magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $5.95;  three  for  $17 
Binders:  $7.50;  three  for  $21.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


INVESTMENTS 


FREE  RARE 
PROOF  NICKEL 

&  FREE  COIN  BROCHURE 

Leatse  K Rands*  Morgan  Silver  $s 

US  Silver  and  Gold  Coins 
No  sales  lax  for  shipments  out  of  NJ 

Ekkl  -800-526-047  lw°te 

Include  phone  no.  for  processing. 
ART*  COIN  ENTERPRISES,  INC. 

50  N  VirqiniaCt,  ErxjlewcKX1Clifts,NJ07632 


EXECUTIVE  GIFTS 


Scrolls  £.  Certificates  for 
Appreciations,  Met  vec- 
ments  ano  other  ?lwar?>s 

CALL  OR  U7K1T6  FOR 

FRec  BRocHune 

AMES  IS 
ROLLINSON,  inc. 

115  Parhave.StfutVi,  Dept. f  4 

neu)York,n."V.  moo? 
J 1*21-27  473-7000 


FINE  WATCHES 
DISCOUNTED 

Role*.  Carrier,  Piaget,  Corum, 
Concord,  Audemar,  Omega,  Pa- 
tek  Phillipe,  etc.,  etc.  All  mod- 
els Super  Savings.  New  &  Used. 
We  take  trades.  All  watches 
fully  guaranteed.  Shop  anywhere 
.  .  .  choose  your  model  and  then 
call. 

Special  this  week:  Royal  Oak  18K 
$9550,  New  Rolex  Pres.  $5950, 
Piaget  Polo  $9950,  Concord  Deli- 
rium 18K  gold  band  $5350,  Rolex 
quartz  18K  $6750. 

MARCUS  &  CO. 

We're  About  Time 
(213)  271-6244 

9460  Wilshire  Blvd. 
_Beverly  Hills,  CA  90212   


AQUA-CHAR 

SMOKER  COOKER 

"  for  the  best 

eating  ever  " 

Charcoal  smoke  of  aromatic  woods 
blends  with  steam  of  marinade  then 
self  bastes  to  produce  terrific  fla- 
vour and  tenderness.  Fish,  fowl  or 
meat.  Converts  to  steamer,  roaster, 
grill.  Orange  baked  enamel  finish. 
12  lb. capacity.        $49.95  ppd. 
V,MC,AMEX  Free  Brochure 
ONWARD  INDUSTRIES 
1051  Clinton  St,  Buffalo  NY  14206 
Te*ex  069-55378  Phone  519  578-3770 


Forbes: 
Capitalist  Tool 


® 


An  Alternative  To 
The  $24  Button  Down 
0urs...$l6. 


100%  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 


Finest  traditional  design  and  tailoring. 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves. 

Your  satisfaction  guaranteed. 

Blue  or  White.  Sizes  14V»-17Vi/32-35. 


Huntington  anothtera 

2258  E.  MAIN  ST  •  COLUMBUS.  OHIO  43209 
Order  Toll  Free:  800-848-6203  In  Ohio  614-237-5695 

Please  send  me  100%  cotton  shirt(s)  @  $16  00  ea 
Add  $2  00  for  ship  &  ins  regardless  of  quantity 
Ohio  res  add  5Vz%  sales  tax. 


Size  _ 


□  Pers  Ck 
Card  No.  _ 
Exp  Date_ 

Signature  

Name  

Address  

City  


□  Mstr  Chg 


 White. 

D  Visa 


  Blue 

Qry 

□  Am  Exp 


_  Mstr  Chg  Bank  No.. 


.  [  ]  Send  tree  catalogue  please  I 


The  new  school 
of  thought  in 
old  school  ties. 

The  new  school  prefers  its  corporate 
pride  to  be  stated  with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 

order  ISO. 


Miunpten  Mall,  £td. 

corporate  fashion 

51  East  42nd  Street  •  Department  FB-5 
New  York.  N.Y.  10017  •  (212)  MU  7-6810 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$5.25  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEM ASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


No  one  can  misunderstand 
a  boy  like  his  own  mother. 
Norman  Douglas 


Children  begin  by  loving 
their  parents.  After  a  time 
they  judge  them.  Rarely,  if 
ever,  do  they  forgive  them. 
Oscar  Wilde 


Children  are  always  cruel. 
Samuel  Johnson 


The  most  precious  thing 
a  parent  can  give  a  child  is 
a  lifetime  of  happy  memories. 
Frank  Tyger 


For  millions  of  men  and  women 

the  family  is  the  one 

and  only  setting  in  which 

human  relationships  are 

not  governed  predominantly  by 

considerations  of  bargaining. 

Eric  L.  Mascall 


It  is  astonishing  how  well 
men  wear  when  they  think  of 
no  one  but  themselves. 
Edward  Bulwer-Lytton 


The  most  melancholy  of  human 
reflections,  perhaps,  is  that 
on  the  whole  it  is  a  question 
whether  the  benevolence  of 
mankind  does  most  good  or  harm. 
Walter  Bagehot 


He  cannot  be  good  that 
knows  not  why  he  is  good. 
Thomas  Fuller 


Let  no  man  delude  himself 
by  the  belief  that  the  good 
things  of  life  will  endure 
through  the  sheer  quality 
of  their  goodness. 
Ralph  Barton  Perry 


No  man  knows  how  bad  he 
is  until  he  has  tried 
very  hard  to  be  good. 
C.S.  Lewis 


Thoughts 

on  the  Business  of  I  Jfe 


To  relish  work  thoroughly 
there  must  be  more  than  a 
purely  selfish  motive.  There 
must  he  an  inspiration  hosed 
on  unselfishness — a  desire  to 
succeed  for  the  pleasure  or 
benefit  it  will  mean  for 
someone  else.  Or  the  impelling 
and  propelling  inward  force 
may  be  a  longing  to  achieve 
something  for  the  common  good. 
Work  is  what  we  make  it,  a 
pain  or  a  pleasure.  And  as 
most  of  our  waking  hours  are 
spent  at  work,  it  is  the 
part  of  wisdom  to  get  on 
friendly  terms  with  it. 
B.C.  Forbes 


A  sense  of  duty  is  useful 
in  work  but  offensive  in 
personal  relations. 
Bertrand  Russell 


If  a  task  is  uncongenial, 
almost  any  excuse  will  be 
found  to  neglect  it — or 
at  least  postpone  it. 
William  Feather 


Be  satisfied  with  your 
business,  and  learn  to  love 
what  you  were  bred  to  do. 
Marcus  Aurelius 


My  father  taught  me  to  work, 
but  not  to  love  it.  I  never 
did  like  to  work,  and  I  don't 
deny  it.  I'd  rather  read,  tell 
stories,  crack  jokes,  talk, 
laugh — anything  but  work. 
Abraham  Lincoln 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


God  intends  no  man  to  live 
in  this  world  without  working; 
but  it  seems  to  me  no  less 
evident  that  He  intends  every 
man  to  be  happy  in  his  work. 
John  Ruskin 


That  action  is  best,  which 
procures  the  greatest  happiness 
for  the  greatest  number. 
Francis  Hutcheson 


Benevolent  feeling  ennobles 
the  most  trifling  actions. 
William  Makepeace  Thackeray 


Nobody  ever  did  anything 
very  foolish  except  from 
some  strong  principle. 
William  Lamb 


We  ought  to  prefer  a 
greater  good,  though 
more  distant,  to  a  less;  and 
a  less  evil  to  a  greater. 
Thomas  Reid 


A  Text . . . 

The  desire  accomplished 
is  sweet  to  the  soul. 
Proverbs  13:19 


Sent  in  by  Betty  Former, 
Marietta,  Ohio.  What's  your  favorite  text! 
The  Forbes  Scrapbook  of  Thoughts  on  th| 
Business  of  Life  is  presented  to  senders  c 
texts  used. 


There  are  many  areas  of  human 
activities  where  work  is 
not  really  productive, 
where  work  is  not  really 
•creative.  But  almost  everywhere, 
work  nevertheless  has  the 
power  to  bring  men  together, 
to  create  cherished  fellowship. 
Hans  Margolius 


Work  is  a  grand  cure 
of  all  the  maladies  that 
ever  beset  mankind. 
Thomas  Carlyle 


348 
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For  the  name  of  the  authorized  Ferrari  dealer  nearest  you,  call  these  numbers  toll-free: 
(800)477-4700  or,  in  Illinois,  (800)322-4400,  in  Alaska. and  Hawaii,  (800)477-0890. 


erra 


Sony  announces  the 
ypewriter?dictator/transcriber? 
text  editor,  communicator 
that  fits  in  a  briefcase. 

And  its  only  the  beginning. 


BlfKLINGAME 


M  A\ 


ice  automation  will  never 
the  same.  Because  now  when 
1  want  to  automate  your 
ce,  you  can  buy  a  Sony. 

The  same  innovative 
ly  technology  that  revolu- 
lized  home  entertainment  is 
v  coming  to  the  office, 
d  it's  going  to  make  your 
rk  easier,  better,  faster,  and 
ire  efficient. 

Sony  is  about  to  begin 
solution  in  office  automa- 
i,  called  Sony-mation1."  It's 
ng  to  make  some  of  your 
orite  old  machines  obsolete, 
d  it'll  introduce  you  to 
tipment  you  never  imagined 
5  possible. 

But  we're  not  going  to 
imise  you  all  those  things  ten 
irs  from  now,  or  even  two 
irs  from  now.  That's  because 
Sony-mation  revolution  in 
ice  automation  starts  today. 

Sony  introduces  the 
three  pound  office. 

It's  called  the Typecorder. 
lame  you've  never  heard  before,  because 
:il  now  there's  never  been  anything  like  it. 

TheTypecorder  is  merely  8W'xll"x  1W; 
ighs  about  3  pounds,  and  it  can  be  used  in 
ir  office  to  replace  many  single  function 
ichines,  or  as  a  veritable  portable  office  that 

0  lets  you  stay  in  touch  with  your  home  office 
th  the  SonyTypecorder  in  his  briefcase,  the 
veling  executive,  insurance  adjuster,  reporter, 
retail  buyer  can  take  an  office  with  him  while 
nsmitting  information  to  his  home  office. 

The  SonyTypecorder  takes  advantage 
Sony  advances  in  microcassette  technology, 
e  same  microcassette  can  store  both  dictation 

1  pages  of  text.  And  that  typed  information 
i  be  sent  from  yourTypecorder  anywhere  in 
:  world.  Coming  out  in  your  office  as  hard 
jy.  In  addition,  by  carrying  a  Sony  portable 
nter  in  that  same  briefcase,  you  can  have 


hard  copy  wherever  you  travel.  Or  if  you  want 
finished  copy  in  your  office,  just  use  a  Sony 
full  sized  printer.  In  fact,  Sony  even  has  a  way  to 
turn  an  electric  typewriter  into  a  printer. 

But  no  matter  where  you  use  it,  in  your 
office  or  on  the  road,  the  Sony  Typecorder  is 
truly  unique.  What  other  machine  lets  you  talk 
to  it,  type  on  it,  edit  text  with  it,  transmit  infor- 
mation through  it  and  weighs  about  3  pounds? 

Sony  reinvents  word  processing. 

With  Sony-mation  you're  not  only  going 
to  get  an  office  that  you  can  take  with  you,  you 
are  also  going  to  get  a  better  office  with  our  new 
word  processor,  Series  35."* 

Series  35  does  things  other  word  pro- 
cessors never  dreamed  of  doing.  First  of  all,  it's 
the  only  word  processor  that's  also  a  transcriber. 
Second,  it's  so  small  and  compact  that  it  fits 


comfortably  on  top  of  any  desk. 

Series  35  is  also  simple 
to  use.The  Conversational 
Keyboard'" usually  takes 
just  one  day  for  an  operator  to 
learn.  And  the  full  page  Sony 
screen  offers  clear,  sharp,  easy- 
to-read  characters. 

But  we  not  only  give 
you  a  clear  picture;  we  give  you 
the  first  3"-type  diskette.  It 
accommodates  as  much  infor- 
mation as  the  conventional 
sized  floppy  disk.  In  fact,  no 
other  removable  disk  lets  you 
put  so  much  information  in 
such  a  small  space.  And  because 
Series  35  is  compatible  with 
our  Typecorder,  you  can  trans- 
fer information  from  microcas- 
sette to  disk. 

There's  more  to  come. 

You're  going  to  be  hear- 
ing about  other  Sony  innova- 
tions in  office  technology.  So  if 
you're  thinking  of  changing  or 
adding  equipment,  before  you 
do  anything  about  it,you  had 
better  talk  to  Sony  first, and  find  out  all  about 
Sony-mation.  But  remember  one  thing,  it's  oniy 
going  to  be  the  beginning.  SONY 

more  information  on  the  new  Sony-mation  revolution  call  ' 
1-800-821-7700  Ex.7070,* or  send  this  coupon  to  Sony  Office 
Products,  RO.  Box  !624,Trenton,  N.J.  08650. 

□  Please  send  literature.  □  Please  have  representative  call. 

nauU  and  position 
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Machines  that  understand  people. 
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The  Horizon  system. 
For  small  businesses  that 

cant  afford 
to  miss  a  big  call. 

Announcing  some  very  big  news  for 
small  businesses.  The  Horizon®  communications 
system  from  Bell. 

It's  a  system  that  you  program  your- 
self to  meet  the  specific  needs  of  your  company,  each 
department— and  each  person  in  your  company. 

For  example,  you  can  make  sure  call) 
are  always  answered  by  instructing  individual 
phones  to  forward  unanswered  calls  to  a  receptionist 
secretary,  or  colleague. 
"If  we  miss  a  call,  we  can  miss  You  can  give  your  customers  direct 

a  customer  And  a  sale!'        access  to  your  sales  or  service  people.  If  all  extension 

are  busy,  the  system  will  route  incoming  calls  to  a 
pre-recorded  announcement.  Then  connect  the  caller  when  a  line  is  free. 

As  your  company's  needs  change,  you  can  re-program  the  Horizon 
system  yourself  to  change  right  along  with  them.  Instantly. 

And  the  best  part  is,  the  Horizon  system  fits  a  business  with  as  few 
as  five  lines  and  11  telephones. 

Call  your  Bell  Business  Service  Center  today.  And  put  in  a  com- 
munications system  that  makes  sure  you'll  never  miss  a  call.  Big  or  small. 

The  Horizon  system  by  Western  Electric:  Information 
Management  from  the  Bell  System. 


The  knowledge  business 

® 
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Side  Lines 


Cut,  cut,  cut 


We  love  it  when,  some- 
times with  a  bit  of  prompt- 
ing, people  ask  us:  Why  is 
Forbes  so  much  more  read- 
able than  Business  Week  and 
Fortune7.  We  have  a  stock 
reply.  We  borrowed  it  from 
the  late  W.  Somerset 
Maugham,  who,  when 
asked  his  recipe  for  fast- 
moving  prose,  said:  "Stick 
to  the  point  and  whenever 


W  Somerset  Maugham 


in  verbosity  and  irrj 
sion.)  In  following  M 
am's  advice  to  be  far 
about  brevity  and 
writing  we  lose  a  grea 
of  fascinating  materi 
the  cutting  room  floo 
we  do  manage  to  jam 
of  information  into  a 
ed  space.  This  issue,  f 
ample,  has  23  article 
profiles,  7  columnists 


you  can,  cut."  (That's  not  bad  advice    our  standard  features.  Almost  all 
in  writing  business  letters.  Most  of  the    is  stuff  you  cannot  get  in  any 
ones  we  see  bury  the  intended  message  publication. 

Alfred  Sloan  and  the  J  car 
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Speaking  of  miasmic  verbiage,  isn't  that 
what  we've  all  been  exposed  to  with  the 
introduction  of  General  Motors'  new  J 
cars?  Their  shape,  their  quality,  their 
problems,  their  price.  But  what's  the 
strategy  behind  it  all?  Isn't  that  what 
businessmen  and  investors  really  need  to 
know?  And  so,  that's  the  J  car  story 
Forbes'  Jerry  Flint  tells  in  this  issue.  Not 
what  do  the  cars  look  like,  but:  Does 


By  definition,  major  turning  points  in 
markets  come  when  opinion  is  almost 
unanimous:  at  a  bottom,  when  everyone 
is  so  gloomy  that  all  the  prospective  sell- 
ers have  sold;  at  the  top,  when  everybody 
is  so  euphoric  that  all  the  potential  buy- 
ers have  bought.  So,  a  turn  becomes  in- 
evitable. We  may  be  close  to  such  a  ma- 
jor turning  point  in  the  long-battered 
bond  market.  That's  what  columnist 
Richard  Hoey  says  this  issuer/7  173}  Our 


management  have  a  coherent  pro 
After  spending  15  years  as  a  newsn 
the  motor  capital,  Flint,  now  our 
ington  bureau  chief,  isn't  likely 
awed  by  new-model  introductions, 
probably  be  surprised  to  learn  fron 
that  OPEC  notwithstanding,  G< 
Motors  is  only  changing  its  tactic 
its  strategy.  "The  ghost  of  Alfred  S 
starts  on  page  34. 


own  resident  economic  expert, 
Weberman,  points  out  (p.  31)  that 
est  rates  on  long-term  bonds  have 
so  high  that  there  is  a  huge  s 
between  their  yield  and  the  inf 
rate — in  favor  of  bonds.  The  ci 
spread  is  about  5  percentage  p 
historically,  normal  is  around  2.3 
3%.  Nothing  lasts  forever,  and  tr 
year  bear  market  in  bonds  may 
its  final,  climactic  phase. 


How  to  earn  $16,700  per  day 

Karl  Maiden  is  a  distin- 
guished actor.  He  was  unfor- 
gettable     in      the  1952 


Broadway  revival  of  Eugene 
O'Neill's  Desire  I'ncler  the 
Elms  and  in  many  films,  my 
favorite  being  his  role  as 
General  Omar  Bradley  to 
George  C.  Scott's  General 
George  Patton  mPatton.  But 
it  took  those  American  Ex- 
press TV  commercials  to  make  Maiden  a 
household  word — household  face,  rather. 


Karl  Maiden 


image  American  E: 
wants,  and  so  it  pays  M 
$500,000  over  three  yz& 
just  30  days  of  his 
Chairman  James  Rob 
LH  considers  the  mone> 
spent  because  the  day  i 
coming  when  America 
press  will  be  using  TV 
lot  more  things  than  jus 
ing  traveler's  checks, 
what?  To  find  out,  read  the  cover 
by  Senior  Editor  Tom  O'Donncll. 


Maiden's  craggy,  honest  visage  is  just  the   gins  on  page  100. 


Editor 


A  bond  bottom? 
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copy  on  virtually  any  paper,  up  to  10"  x  14,"  at  12 
copies  a  minute.  There's  even  a  single-sheet 
bypass  for  extra  copying  ease. 

And  the  Canon  One  Touch  does  it  all  quietly 
and  compactly.  With  a  fixed  copyboard,  it  fits 
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Trends 

Edited  By  John  A-Cx)nway 


The  way  West 

While  other  farmers  wrangle  about  feder- 
al subsidies  and  the  like,  the  country's 
cattlemen  are  worried  about  estate  and 
gift  taxes.  The  National  Cattlemen's  As- 
sociation is  backing  a  bill  sponsored  by 
senators  from  Idaho,  Iowa  and  Oklaho- 
ma that  would  end  such  taxes;  in  the 
meantime,  they  are  agitating  to  have  the 
rates  reduced  and  more  property  exempt- 
ed or  dropped  from  the  tax  rolls.  "These 
taxes  have  a  devastating  impact  on  fam- 
ily-owned farms,  ranches  and  other 
closely  held  businesses,"  argues  James 
Harper,  a  Kansas  rancher  who  is  vice 
chairman  of  the  NCA's  tax  committee. 
"What  incentive  is  there,"  he  asks,  "for  a 
rancher  to  expand  the  business  to  make 
it  more  efficient  or  productive?" 

Knowhow  in  Peking 

The  top  item  on  Peking's  latest  shopping 
list  is  American  management  technolo- 
gy ("knowhow,"  the  Chinese  call  it),  in- 
stead of  the  steel  mills  and  other  huge 
complexes  they  were  ordering  a  few 
years  ago.  That  was  the  message  re- 
ceived in  China  by  Larry  Farrell,  presi- 
dent of  Kepner-Tregoe,  a  Princeton,  N.J. 
consulting  firm.  Along  with  almost  every 
other  businessman  in  the  U.S.,  Farrell 
had  written  the  Chinese  about  his  ser- 
vices two  years  ago.  He  was  ready  to 
forget  the  offer  when  a  peremptory  telex 
arrived  bidding  him  "welcome  to  Pe- 
king" and  setting  a  December  date.  The 
Kepner-Tregoe  team,  after  conducting 
one  seminar  in  Peking  and  another  (by 
special  invitation)  at  an  auto  center  in 
Manchuria,  concluded,  in  Farrell's  words, 
that  "Chinese  managers  are  starving  for 
Western  technology."  Asked  why  his 
firm  had  been  tapped,  Farrell  was  told 


that  his  client  list,  which  runs  from  IBM 
and  General  Motors  to  Nissan  Motors  and 
Kobe  Steel,  was  the  clincher.  The  U.S. 
and  Japan  are  the  models  Peking's  plan- 
ners most  respect  and  they  apparently 
reasoned  that  what  worked  there  should 
work  in  China.  The  upshot  was  a  proposal 
that  Kepner-Tregoe  form  a  joint  venture 
with  a  partner  of  Peking's  choosing  to 
give  China  its  first  pure  management 
technology  setup.  The  problem  now  is 
money.  If  it  has  to  be  Chinese  yuan  in- 
stead of  foreign  exchange,  Farrell  says,  all 
bets  are  off.  "I  just  wouldn't  know  what  to 
do  with  yuan,"  he  explains. 

Tom  Swift  in  Beverly  Hills 

The  electric  car  is  making  its  first  run  at 
the  auto-rental  market.  Daniel  Levitan, 
California  distributor  for  Lectras,  bat- 
tery-powered cars  manufactured  by  Lec- 
traMotors  of  Las  Vegas,  Nev.,  and  holder 
of  the  Thrifty  Rent- A- Car  franchise  in 
Beverly  Hills,  is  adding  them  to  his  rent- 
al line  as  well  as  his  showrooms.  For  the 
present,  he  will  have  the  only  agency 
renting  electric  automobiles.  (Hertz,  big- 
gest in  the  field,  says  it  has  no  plans  for 
them.)  For  openers,  Levitan  plans  to 
spend  $3  million  for  250  Lectras,  basical- 
ly Datsuns  powered  by  eighteen  6-volt 
storage  batteries.  The  rental  tab  at  Levi- 
tan's  Thrifty  lots  will  be  $50  a  day;  the 
stickers  in  his  showrooms  will  offer 
standard-model  Lectras — two-door,  four- 
door,  station  wagon  and  pickup — for  sale 
at  a  not-so-thrifty  $13,000  to  $18,000. 

Sharing  the  pain 

Fresh  ammunition  for  the  great  debate 
about  who's  hurt  most  by  the  Reagan 
budget  has  been  offered  by  the  U.S.  Con- 
ference of  Mayors.  A  new  survey  of  100 


The  Great  Wall 

Peking's  planners  now  say  they  want  brains,  not  bricks. 


cities  ranging  from  38,000  populati 
7.3  million  shows  that  most  of  then 
be  cutting  public  services,  firing  wc 
or  raising  taxes  if  the  President  gets 
he  wants.  "In  most  cases,"  the  i 
warns  in  doomsday  tones,  "the  R 
budget  reductions  will  threaten  to 
an  already  drastic  situation  worse.' 
cities  studied  included  the  50  la 
plus  another  50  picked  at  random  fc 
and  geographic  spread.  Fifty-eighl 
the  cuts  would  mean  reductions  in  p 
services;  48  said  they  would  have  i 
off  employees;  31,  that  they  wou 
forced  to  raise  taxes.  The  findings 
likely  to  serve  different  purposes  fc 
ferent  factions  in  Washington.  F< 
aid  defenders  are  certain  to  use  tht 
arguments  against  the  White  Houst 
posals.  At  the  same  time,  they  \ 
appear  to  counter  the  anguished 
from  Snowbelt  congressmen  that  th 
ministration  is  hitting  them  harder 
the  Sunbelt.  The  mayors'  report  s 
that  almost  every  urban  area  in  the  > 
try  will  feel  the  pinch. 

Serap  scrap 

The  buyers  and  the  sellers  of  scrap  : 
are  waging  a  war  of  numbers.  In  F 
ary,  steelmakers,  who  use  scrap  a: 
material,  fired  the  first  shot  with  a 
release  from  the  American  Iron  & 
Institute  saying  that  last  year's  ov« 
scrap  shipments,  11.2  million  tons, 
record  and  had  put  a  new  squee: 
U.S.  supplies.  Outraged,  the  Institi 
Scrap  Iron  &  Steel  returned  the  fi 
buying  a  two-page  broadside  ad. 
zoned  in  red  ink,  it  charged  the 
men  with  doctoring  Commerce  Dt 
ment  figures  to  make  1980  a  r 
year.  Actually,  the  Commerce  figu 
exports  is  the  one  the  steelmen 
but  the  scrap-iron  forces  claim  : 
like  86,000  tons  of  used  rail  and  17 
tons  of  stainless  steel  and  alloys  si 
be  excluded.  Figured  that  way,  the 
institute  said  triumphantly,  198C 
not  a  record  year.  "We  wanted  to 
the  truth  to  their  attention,"  says 
schel  Cutler,  the  scrap  institute's  e 
tive  director.  The  steelmen's  releas. 
"not  the  norm  for  them  and  that's 
it  required  such  a  response."  The  1 
rherce  Department  has  its  own 
"It's  rather  childish,"  says  an  o; 
there.  "What  the  hell  difference  di 
make?" 

Where  the  windfall  will 

What  will  Americans  do  with  the 
money  if  the  Reagan  tax  cuts  cor 
pass:  Blow  it  on  an  inflationary  b' 
spree  (as  opponents  fear)  or  tuck  it 
the  bank  (as  proponents  hope)?  A  si 
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They  Flew 

'rave 
Tag 


. . .  and  we  must  recreate  that  spirit  today. 


They  brought  with  them  brave  new 
ideas,  the  men  and  women  who  started 
America  .  .  .  Freedom  .  .  .  Self-reliance 
. . .  Independence. 

And  when  the  Old  World  threatened 
their  freedom,  they  flew  a  brave  new 
flag  that  warned,  "Don't  Tread  on  Me." 

They  backed  up  their  brave  flag  by 
working  together  and  sharing  the  load. 
They  respected  and  trusted  each  other, 
and  worked  together  for  a  common 
cause. 

They  were  all  workers,  with  no  free 
loaders.  All  were  expected  to  carry  their 
share  of  the  burden. 


We  need  to  fly  that  Colonial  flag  again 
today.  We  need  to  declare  our  economic 
independence,  and  rekindle  the  courage 
and  resourcefulness  that  built  America. 

Let's  march  ahead  together  under  a 
brave  flag . . .  let's  get  together,  and 
work  hard  together  to  rebuild  our 
nation. 

With  new  resolve,  we  must  succeed. 


James  E.  Stewart,  Chairman  of  the  Board  and  Chief  Executive  Officer 

Lone  Star  tndustries.  Inc..  One  Greenwich  Plaza,  Greenwich,  Connecticut  06830 
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Number  One  in  Cement . .  .  Serving  America's  Great  Builders. 


Would  you  like  a 
"Don't  Tread  on  Me"  flag? 
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ON  he 

Miniature  desk  flags— limited  quantity 
J  available  Drinted  in  color  on  ravon. 


lure  aesK  nags— timiteu  quantity 
available  printed  in  color  on  rayon, 
4"  x  6"  in  size.  Send  check  for  $  1 .00 
for  each  flag,  including  postage  and 
handling  costs  Mail  coupon  and 
nee  to:  Lone  Star  Industries, 


remittance  to:  Loneaiar  inaustries, 
:.,  c/o  Accurate  Mailing  Service, 
215  Route  10,  Dover.  N.J.  07801. 
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MEET  THE 
COSTCUTTERS 


"THEY'RE  A  DISTRIBUTION 
TOOL  02  OF  OUR 
SERVICE  CENTERS  FIND 
HANDIEST/' 

Manuel  Doliveira,  Service  Parts  Manager 
Black.  &.  Decker,  Inc.,  Towson,  Maryland 

"We've  got  service  centers 
scattered  all  over  the  country," 
says  Manuel  Doliveira. 
"Eastern  showed  us  how  their 
Costcutter  containers  and 
nationwide 
flight  system 
could  get  our  H 
shipments 
where  we  want 
them,  when  we 
want  them." 


THEY  HELP  GIVE  OUR  CUSTOMERS 
MAXIMUM  COMPUTER  UPTIME- 
AT  A  02%  SAVINGS/' 

David  Furness,  Traffic  Manager 
Data  General  Corporation,  Framingham,  Massachusetts 

"We've  built  a  service  busi- 
ness in  over  125  locations 
and  we  require  immediate 
replenishment  of  parts 
inventory  in  these  loca- 
tions," says  Dave  Furness. 
"Costcutter  service  helps 
us  make  sure  the  right 
computer  parts  are 
there  when  we  need 
them." 


'COSTCUTTERS  HELP  OUR 
MAGAZINE  LIVE  UP  TO 
ITS  NAME  NATIONWIDE 
AND  AT  A  COST  SAVINGS 
AS  MUCH  AS  40%/' 

John  Andel,  Operations  Supervisor 
U.S.  News  &  World  Report,  Nashville,  Tennessee 

"Using  the  speed  of  Eastern's  Costcutter 
container  service  allows  us  to  print  our 
magazine  as  late  as  Friday  night,  even 
though  it  has  to  be  on  the  newsstands 
Monday  morning,"  says  John  Andel. 
"And  the  bonus  is  a  distribution  savings 
as  much  as  40%  compared  to  trucks." 


Eastern's  Costcutters.  They  hold  up  to  250  pounds.  Are  5,  9,  13  and  18 
cubic  feet  in  size.  Can  fly  on  every  one  of  our  1,400  flights  daily  to  over  100 
destinations  in  the  U.S.  and  Canada,  coast  to  coast. 

Call  Jerry  Schorr,  Vice  President,  Cargo  Sales,  at  (305)  873-6933  for  a 
free  cost  comparison.  Before  your  competition  does. 


EASTERN  Air- Freight 
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Now  playing  at 
tournaments  everywhere* 


Trends 


for  the  U.S.  Chamber  of  Corn- 
will  make  pleasant  reading  for  the 

House.  After  canvassing  1,200 
olds  by  telephone,  Opinion  Re- 
Corp.  found  that  82%  of  the  coun- 
xpayers  intended  to  use  part  or  all 

savings  to  build  their  bank  ac- 
or  to  pay  off  debts.  Only  18%  said 
ould  save'  100%  of  the  windfall, 
:  average  amount  cited  was  55%. 
meth  Simonson,  tax  economist 

Chamber,  this  is  fresh  evidence 
e  cuts  would  help  the  economy 
t  fueling  more  inflation.  The  in- 

save  ran  straight  across  the  in- 
spectrum:  75%  of  the  families 
icomes  under  $10,000  said  they 
save  part  of  the  extra  money;  82% 

$10,000-to-$25,000  bracket  and 
f  those  over  $25,000  said  they 
do  the  same. 

D  Day  for  taxes 

s  in  New  York  would  like  to  post- 
be  effective  date  of  the  Reagan 
:  tax  cuts.  The  Administration 
uly  1  and  the  Congress  may  well 
>n  Oct.  1,  but  the  banks  would 
hat  the  cuts  take  effect  next  fanu- 
le  postponement,  according  to 
i  Guaranty's  economists,  would 
;  financial  markets  a  lift  "without 
imising  the  basic  integrity — and 
effectiveness — of  the  Reagan  tax 
rhe  advantage,  Morgan  argues,  is 
would  lower  the  Treasury's  needs 
it  by  $15  billion  in  the  last  half  of 
saving  that  much  more  money  in 
for  businessmen  seeking  funds  for 
rm  expansion. 

"Me"  on  campus 

ie  generation"  is  alive,  well  and 
3  college.  Dean  Hoge,  a  sociology 
)r  at  Catholic  University  in 
gton,  D.C.,  has  analyzed  his  own 

of  the  attitudes  of  incoming 
:n  as  well  as  the  annual  survey  of 
;n  by  the  American  Council  on 
on.  He  concludes  that  the  1981 
:s  tend  to  be  "practical  and  priva- 

an  erudite  way  of  saying  self- 
d.  The  new  students,  he  says, 

getting  more  conservative  politi- 
nd  economically,  but  they  still 
ie  same  personal  and  sexual  free- 
hat  their  predecessors  of  the  Six- 
i  Seventies  picketed  to  win.  To- 
reshmen,  Hoge  says,  arrive  on 
;  "with  their  attitudes  already 
fhere  is  less  impact  of  college  on 

students  than  in  the  past,"  he 
especially  where  values  are  con- 
"  Hoge  adds,  he  personally  finds 
alts  of  his  studies  "depressing." 


There's  a  reason  why  more  tournament  golfers  wear 
Foot-Joy  than  all  other  golf  shoes  put  together. 
Comfort. 

Tough  course,  tough  round,  tough  competition  -  Foot-Joys 
make  it  easier.  With  the  world's  finest  leathers  and  a  pride  of 
craftsmanship  that  began  in  1857.  See  our  complete  new  collec- 
tion including  this  handsome  light- 
weight, soft  top  calf  skin  in  black  and 
oak  tan,  tan  or  white,  at  your  golf  shop. 


foot  Joy  0 


Write  for  free  Foot-Joy  style  brochure  Foot-Joy,  Inc  ,  PO  Box  FB5,  Brockton,  MA  02403 


Robertshaw's 
new  low  cost  sensors 
let  users  read  pressure 
locally,with  remote  monitoring. 

Even  when  industrial  products  and  processes  are  converted 
to  microprocessor  control,  local  readings  by  human  eyes 
are  often  necessary.  So  our  New  England  Instrument  Com- 
pany developed  a  new  line  of  devices  featuring  RESISTO- 
FILMTW  sensors  built  into  standard  pressure  gauges.  Thus 
operators  can  check  pressure  readings  on  the  spot,  while 
the  remote  electronic  controller  is  receiving  an  accurate, 
reliable  electrical  signal. 

Patented  pressure,  position  and  temperature  sensors  by 
our  New  England  Instrument  Company  are  helping  to  solve 
problems  in  aerospace,  transportation,  industrial  and  pro- 
cess control  markets  worldwide  from  Robertshaw.  Write  to: 
New  England  Instrument  Company,  Dept.  NEF,  14  Kendall 
Lane,  Natick,  MA  01760.  Or  call  617/875-9711.  Exports: 
call  Robertshaw  International  Operations,  804/285-4161. 
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FORG«LD 


The  price  of  precious  metals  fluctuates 
on  a  day-to-day  basis.  Yet,  you  can  al- 
ways be  abreast  ot  the  market  for  GOLD, 
by  calling  MANFRA,  TORDELLA  & 
BROOKES  —  the  reliable,  authoritative 
source  for  over  27  years.  Our  computer- 
ized price  list,  the  industry  standard, 
quotes  the  market  in  about  100  coins 
each  day  and  features  the  complete 
Krugerrand  family.  A  copy  is  yours  free 
along  with  our  pamphlet,  "Investing 
And  Collecting  Gold  Coins".  Start  an 
account  with  MTB  now  and  enjoy 
wholesale  prices  on  your  first  order  of  at 
least  10  ounces  of  Krugerrands  in  any 
denominations. 

THE 

KRUGERRAND 

FAMILY  OF  COINS 

The  World's  Best  Way  to  Own  Pure  Gold 
Call    (800)  223-5818,  Ext.  15 
TOLL  (800)  223-0998,  Ext.  15 
FREE  (800)  221-9830,  Ext.  15 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $30  □  3  years  $60 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  add  $5  a  year.  Orders  for  other 
countries  add  $18  a  year. 
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Follow-Through 


Who  won  the  marathon? 

The  pickets  were  still  marching  but  the 
real  battle  line  in  the  marathon  feud  be- 
tween I. P.  Stevens  &  Co.  and  the  Amal- 
gamated Clothing  &  Textile  '  Workers 
was  in  boardrooms  hundreds  of  miles 
away,  Forbes  reported  three  years  ago 
(Mar.  20,  1'978).  To  back  up  its  conven- 
tional organizing  tactics,  the  union  had 
opened  a  second  front  and  was  pressing 
other  corporations  to  purge  their  board- 
rooms of  Stevens'  then-chairman,  James 
Finley,  and  to  force  outside  executives  to 
resign  from  Stevens'  own  board.  This 
strategy  eventually  got  Finley  off  the 
board  of  Manufacturers  Hanover  Corp. 
and  parallel  efforts  resulted  in  the  resig- 
nations of  David  Mitchell,  chairman  of 
Avon  Products,  and  R.  Manning  Brown 
Jr.,  former  chairman  of  New  York  Life, 
from  the  textile  company's  board. 

By  the  time  the  troubles  ended,  in  the 
17th  year,  Hollywood  had  had  time  to 
produce  a  prizewinning  movie,  Norma 
Rae,  that  preceded  the  real-life  settle- 
ment by  two  years.  Stevens  finally 
signed  its  first  contract  with  Amalga- 
mated in  October  1980.  Union  and  com- 
pany then  held  separate  press  confer- 
ences to  announce  the  good  news,  a  tip- 
off  that  there  was  little  brotherhood  in 
the  air. 

The  pact  covered  workers  in  10  Stevens 
plants — but  it  left  70  others  still  unorga- 
nized. Nor  did  peace  change  any  basic 
personal  feelings.  James  Finley,  the  iron- 
willed  chairman  who  had  stood  four- 
square against  the  union  for  a  decade, 
took  early  retirement  at  63  in  January 
1980,  but  his  views  remain  fixed.  Remi- 


niscing for  a  group  of  Columbia  Busi 
School  alumni  recently,  he  repeatec 
battle  cry  that  "the  principle  at  stake 
is  letting  workers  decide  whether  oi 
they  want  to  join  a  union."  Finley's 
cessor,  Whitney  Stevens,  great-g; 
grandson  of  the  company's  founder, 
"The  agreement  does  not  in  any 
restrict  us  from  opposing  future  ui 
organizing  efforts  and  we  continue  t 
openly  and  strongly  opposed  to  unioi 
our  nonunion  plants." 

None  of  this  comes  as  any  surpri: 
Murray  Finley,  president  of  the  445, 
member  textile  union  (and  no  kin  tc 
former  Stevens  chairman).  "We 
asked  to  convert  them,"  he  says.  "We 
wanted  them  to  live  up  to  the  aj 
ments,  and  they  have."  Organizing 
rest  of  Stevens'  workers  remains  a  p 
ity,  Finley  says,  "but  it  is  no  longer  n 
ber  one  on  our  list.  We  made  an  aj 
ment  and  it's  a  fair  one.  I  tell  everyon 
now  have  proper  relations  with  Steve 

The  union  undoubtedly  can  justif 
claims  to  victory,  after  cracking  a  c 
pany  that  had  fought  it  off  for  almost 
decades.  The  psychological  payol 
winning  in  the  still  strongly  anti-u 
South  is  equally  important.  But  Ste' 
hardly  came  away  empty-handed, 
boycott  of  its  sheets  and  towels  bro 
hardly  a  wrinkle  to  Stevens  but  the 
porate  strategy  of  isolating  the  te; 
giant  from  its  business  peers  and  n 
lenders  did  hurt.  Under  the  settlen 
Amalgamated  agreed  to  drop  that  c 
paign  and  the  man  who  had  implerr 
ed  it,  Ray  Rogers,  a  onetime  VISTA 
unteer,  has  left  the  union. 

Rogers'  tactics  are  remembered 


Picket-line  action  in  Norma  Rae,  Hollywood's  version  of  the  Stevens  strike 
In  real  life,  the  pace  was  slower  and  the  results  less  clear-cut. 
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"We  make 
money  here." 


"Why  did  your 
mpany  move  to  Illinois?" 
henever  this  question  is 
ked  these  days,  one  simple 
swer  comes  through  loud 
d  clear:  "We  make  money 
re'.' 

Actually,  making 
>ney  is  the  reason  95  firms 
ilt  new  facilities  in  Illinois 
ring  1980.  That  ranks  us 
i  in  the  nation,  and  far 
ead  of  any  state  north  of  the 
midity  belt. 

Small  wonder, 
ipping  costs  tend  to  be 
ver  because  over  2/3  of  the 
tional  GNP  is  produced 
thin  500  miles  of  our 
rders.  We  have  more  rail 
ickage,  more  commercial  air 
jtes,  more  inland  water- 
lys,  and  very  nearly  more 
*hway  mileage  than  any 
ler  state. 

Energy  availability 
ids  to  be  greater  because 
?  have  the  nation's  largest 
serves  of  bituminous  coal, 
e  largest  storage  capacity 
"  natural  gas,  and  the  larg- 


est production  of  nuclear 
power. 

Profits  tend  to  be 
higher,  because  Illinois  has 
the  largest  disposable  income 
(per  capita  income  minus  per 
capita  taxes)  than  any  other 
industrial  state. 

Plus,  we  offer  a 
favorable  tax  climate,  an 
abundance  of  good,  affordable 
housing,  and  a  state  govern- 
ment determined  to  help  you 
prosper. 

So,  before  you  move 
your  company  to  the  humidity 
belt,  please  consider  the 
moneybelt.  Illinois. 


ILLINOIS 


We'd  like 
the  pleasure  of 
your  company. 


...and  so 
will  yon! 

Send  detailed  information  about 
Illinois  topics  checked  off  below: 

Markets  &  Labor 
Resources 

□  Taxes  Transportation 

□  Energy  Finance 

Name  (please  print) 

Title 
Company 
Address 
City 


State 


Zip 


Phone 
Mail  to: 

Illinois  Dept.  of  Commerce  and 
Community  Affairs 
222  S.  College 
Springfield,  IL  62706 

Or  phone:  Dean  Whittaker 

(217)782-6861 


Asarco. .  meeting  the  metal  needs  of  the  80'i 


i 


m 


Asarco's  new  Troy  mine  will  be  one  of  the  largest  silver  mines  in  the  United  States 


3 


with  this  new  silver  mine. 

For  many  years,  Asarco  has  recognized  the  long-range 
growth  in  demand  for  silver  for  industrial,  decorative, 
and  investment  uses.  In  1978,  Asarco  made  another 
major  commitment  to  silver  when  we  started 
development  of  the  Troy  mine  in  Montana.  Scheduled 
for  start-up  in  1981,  the  Troy  mine  will  have  an  annual 
capacity  of  4.2  million  ounces  of  silver  and  20,000 
tons  of  copper  contained  in  concentrates. 

Asarco  also  operates  two  silver  mines  in  Idaho.  The 
Galena  mine  started  production  in  1955  and  the  Coeur 
mine  in  1976.  Our  total  domestic  mining  capacity  will 
be  more  than  1 1 ,000.000  ounces  of  silver  annually 
when  the  Troy  mine  is  in  operation. 

For  more  information  on  Asarco,  send  for  our  latest 
Fact  Book.  Department  75,  ASARCO  Incorporated, 
120  Broadway,  New  York,  N.Y  10271. 

ASARCO 

Metals  &  Minerals 


~   T 


>ince  the  early  1900's,  millions  of 
policyowners  have  gotten  to  know 
National  Life  and  Accident  as  a  friend 
)f  the 


NATIONAL  IvvJ 


Seventeen  of  them  might  L~™  ™  ™™™! 
enow  the  company  it's  part  of  today . . .  NLT. 

NLT  Corporation,  We're  insurance,  broadcasting,  entertainment,  real  estate  develop- 
nent,  data  processing,  lodging,  and  more. 

The  National  Life  and  Accident  Insurance  Company  is  part  of  the  family.  Founded 
ti  1902,  National  Life  and  Accident  quickly  built  a  reputation  for  its  deep  commit- 
nents  to  personal  service  and  family  protection.  Today,  it  offers  complete  lines  of  indi- 
idual  life,  group  life,  group  hospitalization,  and  tax-related  plans .. . 

nd  leads  the  way  in  offering  new  consumer-oriented  insurance  pro-   ■ 

;rams  like  the  Inflation  Benefit  that  allows  life  insurance  coverage  /""" 

o  keep  up  with  the  cost  of  living.  J  ■ 

National  Life  and  Accident  is  an  important  part  of  NLT.  A  corpo-  l^^l 
ation  made  up  of  interesting  people  doing  interesting  things.  And  X  ^1  M 

ilways  doing  them  a  little  better  than  they're  expected  to.  I 

You  never  heard  of  NLT?  Well. . .keep  listening. 

•  ■  ,   a  '   ■  ■    Mnrp  than  you'd  expect 


We're  electronics 

Racal  has  a  high  technology  approach.  Advanced  research,  pioneering 
work  in  microelectronics  and  careful  market  evaluation  help  to  keep  us  in 
the  forefront  across  a  wide  range  of  electronics  markets. 

We're  market  leaders 

From  radio  and  data  communications  to  radar  and 
navigational  systems,  from  computer-aided  design  to  instrumentation 
and  encryption  devices— Racal  is  a  world  leader  in  these  and  many 

other  fields. 

We're  growth 

We're  a  company  that's  going  places.  During  the  past  five  years  our 
annual  sales  have  grown  from  about  $  150  million  to  a  current  annual 
rate  in  excess  of  $  1  billion. 

We're  worldwide 

We  operate  through  over  50  principal  Racal  companies/to  markets  in 

150  countries  and  backed  by  more  than  1000  distributors,  agents 
and  service  locations.  We  are  totally  committed  to  customer  support 
wherever  it's  needed. 

We're  here 

Today  there  are  some  15  Racal  companies  based  in  the  United  States,  with  a 
total  of  around  5,000  employees.  These  US  companies  represented 
25  percent  of  our  1980  gross  annual  sales. 

An  information  package  on  Racal  is  available  by  writing 
the  Racal  Electronics  Group  at  P.O.  Box  5506,  Grand  Central  Post  Office, 

New  York,  N  Y.  10163. 


The  Electronics  Group 

Racal  Electronics  Limited,  Bracknell,  Berkshire  RG12  1RG  Enaland. 


Let  Feds  have  it  all 

a  tax  reduction  is  inflationary,  as 
Chairman  of  the  House  Ways  & 
Committee  Wilbur  Mills  suggests 
V,  perhaps  we  should  send  the 
ment  our  entire  paycheck. 
Wilier 
2ro,  Calif. 


The  difference 

eresting,  isn't  it?  The  Japanese  do 
:n  have  a  word  for  absenteeism; 
;  Swedes  plan  for  absenteeism  of 
,0%  (Apr.  27). 
K.  Lately 
-g,  Wash. 


Iping  Social  Security 

eryone  who  deserved  and  draws 
ial  Security  but  doesn't  really  need 
is  time  should  be  given  an  incen- 
leave  his  in  the  system  till  some 
te  when  he  might  really  need  it. 
action  could  make  an  enormous 
the  Social  Security  problem. 
:  might  that  incentive  be?  How 
credit  added  at  a  percentage  com- 
'ate  with  good  returns  on  finan- 
truments? 
Hansen 
Ariz. 


ipporting  employees 

ur  article  on  Fluor  (Mar.  30)  im- 
lat  the  $25,000  [starting  salary] 
engineering  was  rare.  At  North- 
i  University  and  many  other  good 
it  is  a  frequent  occurrence.  Some 
am  engineering  graduates  are  now 
:hing  $30,000. 

:  is  unusual  is  Fluor  Corp.'s  policy 
ntion  of  its  people  through  the 
lie  swings.  Many  corporations 
the  past  wanted  to  cut  the  fat 
e  payrolls  got  into  the  muscle  and 
nes  the  bone;  they  have  paid  a 
ice  in  lost  talent  and  in  heavy 
and  search  fees. 
R.  Lindquist 
?  Dean  and  Director, 
nt  Center 
stern  University 
%  III 


ive  balance  with  Brazil 

a  Fact  and  Comment  (Apr.  27) 
:ing  the  end  of  special  U.S.  tariff 
ions  granted  to  Taiwan,  Hong 
Vlexico,  South  Korea  and  Brazil, 


Readers  Say 


you  state:  "Brazil  says  nuts  to  most  of 
our  exports."  We  export  more  to  Brazil 
than  we  buy  from  it.  In  1980  our  exports 
to  Brazil  were  $4.3  billion;  our  imports 
from  Brazil  were  $3.7  billion,  leaving  us  a 
favorable  net  balance  of  trade  of  $600 
million. 
— Harry  L.  Marks 
Neiv ton,  Mass. 


Wise  look 

Sir:  Your  [MSF'sj  glasses,  when  you  ap- 
peared on  the  Merv  Griffin  show,  slipped 
low  on  your  nose,  making  both  your  eye- 
brows look  amazed  (your  left  one  does 
naturally).  You  need  a  pair  like  your 
son's.  The  audience  would  think  your 
financial  analyses  and  comments  not 
worth  beans  emanating  from  a  person 
whose  glasses  were  more  on  the  nose 
than  on  the  eyes. 
—Walter  T.  Flafjerty,  M.D. 
Ophthalmologist 
Tustin,  Calif. 

MSF  Jr.  's  foresighted  glasses.  — MSF 


Babcock  &  Wilcox  tubing 

Sir:  Armco's  National  Supply  Co.  is  cred- 
ited with  planning  "the  first  substantial 
new  tubing  capacity  in  the  industry 
since  the  Fifties"  (Mar.  16).  Our  Am- 
bridge,  Penna.  seamless  mill,  started  up 
in  stages  during  the  period  1974-77,  is  a 
new  computer-controlled  hot  mill,  and 
its  finishing  units  for  specialty  steel  tub- 
ing have  added  over  200,000  tons  of 
seamless  capacity.  This  is  substantial. 
—T.M.  Krebs 

Senior  Vice  President  &  Group  Executive, 
Babcock  &  Wilcox 
Beaver  Falls,  Penna. 


Put  your  money . . . 

Sir:  Your  editorial  comment  (Apr.  13), 
"It's  Downright  Outrageous  That  Those 


Big  Oil  Companies  .  .  . ,"  was  right  on 
the  mark.  We  concur  wholeheartedly 
with  your  praise  for  Prudential  Insurance 
who  "will  be  investing  $400  million  as  a 
limited  partner  in  energy  exploration 
projects." 

Might  Forbes  magazine  also  be  inter- 
ested in  serving  the  national  interest  by 
investing  in  a  limited  partnership  in  en- 
ergy exploration  projects?  We  have  a 
number  of  such  opportunities. 
— Thomas  G.  Finck 
President, 

Moore  6-  Munger  Hydrocarbons,  Inc. 
Fairfield,  Conn. 

Sir:  If  you  think  more  money  should  be 
going  into  energy  projects,  why  don't 
you  sink  some  of  yours  into  it? 
—Merrill  W.  Lakin 
Jamaica,  N.  Y. 


Not-so-indexed  workers 

Sir:  In  Other  Comments  (Mar.  2),  U.S. 
News  &  World  Report  stated  that  the  per- 
centage of  union  workers  with  cost-of- 
living  clauses  under  major  contracts  has 
jumped  from  28%  to  57%  since  1970. 
But  analysis  shows  that  in  1980,  30%  of 
union  workers  received  cost-of-living  ad- 
justments providing  coverage  for  70%  of 
the  rise  in  the  rate  of  inflation;  27% 
received  raises  covering  a  meager  31%  of 
inflation's  toll.  The  remaining  43%  of 
the  unionized  employees  received  no 
cost-of-living  increase  at  all.  It  is  a  select 
group  who  are  being  compensated  for  the 
negative  effects  of  inflation  on  the  work- 
ing-man's wage. 
— Kathleen  Liscbko 
New  York,  NY 


Correct  data 

Sir:  In  "Wall  Street's  changing  affections" 
(Apr.  27),  Hamilton  Brothers  Petroleum 
Corp.  was  shown  as  having  a  price  decline 
of  42%  since  Jan.  1 .  Your  data  fails  to  take 
into  account  a  50%  stock  dividend  paid  on 
Jan.  1 5 .  [Thus  the  change  should  have  been 
-14%.]  Our  reported  earnings  for  1980 
were  $2.26  per  share,  rather  than  $1.37. 
The  price/earnings  ratio  should  be  reflect- 
ed as  10.8,  and  not  17.8. 
—A.J.  Miller 

Executive  Vice  President, 
Hamilton  Brothers  Petroleum  Corp. 
Denver,  Colo. 

Sir:  The  indicated  dividend  for  Nortek 
should  have  been  shown  as  $0.08  rather 
than  $0.80. 

— Michael  Stevens 
New  York,  NY 
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Better  treasury  management 
can  increase  your  company's  profits. 
Morgan  can  show  you  how. 


Member  FDI 


Two  of  Morgan's  London-based  IMM  officers  visit  a  client  company  in  Germany.  At  right,  Walter  Gubert,  head  of  IMM  London,  and  Peter  Mull 


Ten  years  ago  Morgan  Guaranty's  Inter- 
national Money  Management  (IMM) 
group  pioneered  in  helping  companies 
streamline  their  international  treasury 
operations.  Since  then  these  operations 
have  become  far  more  complex,  more 
challenging.  Today  how  a  treasury  is 
managed  worldwide  is  pivotal  to  the 
profitability  of  the  entire  company. 
How  we  can  help  you 
Morgan's  IMM  group  is  still  the  pio- 
neer. Our  specialists,  based  in  London  as 
well  as  New  York,  are  advising  on  new 
techniques  that  go  far  beyond  controlling 
cash  flows  and  exchange  exposures.  We 
show  how  better  organized  treasury  re- 
sources, integrated  with  other  company 


systems,  can  help  realize  your  treas- 
ury's full  profit  potential.  We  even  help 
you  implement  our  recommendations. 

A  thorough  and  objective  analysis  by 
the  IMM  group  will  focus  on: 

Planning.  Are  you  getting  all  the 
information,  both  internal  and  external, 
you  need?  How  effective  are  your  fore- 
casting and  budgeting  procedures?  Can 
treasury  and  non-treasury  performance 
be  separately  evaluated? 

Organizing.  What  set-up  will  work 
best  for  you?  How  should  you  exchange 
data  with  non-treasury  units?  Are  spe- 
cial financial  vehicles,  such  as  reinvoic- 
ing  companies,  needed? 

Managing.  How  efficient  is  your  con- 


trol over  working  capital — country  by 
country?  Are  your  foreign  exchange  ris 
management  systems  effective?  Do  yot 
incentive  and  performance  systems  hel 
or  hinder  treasury  management? 

IMM  has  worked  with  over  300  cor- 
porate treasurers.  Today  our  full-scale 
approach  to  treasury  management  is 
unique  in  the  world,  whether  we're  ad- 
vising a  U.S.  company  from  New  York, 
or  a  European  or  Asian  multinational 
from  London. 

Find  out  more 

Contact  any  Morgan  office,  or  Alasta 
Hunter-Henderson,  Vice  President, 
Morgan  Guaranty  Trust  Company. 
23  Wall  Street,  New  York,  N.Y  10015. 


The  Morgan  Bank 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


PRODUCTIVITY  NOT  THAT  BAD — AND  HEADED  UP 


oring — and  exaggerating — our  declining  rate  of  produc- 
the  amount  produced  per  hours  worked)  is  a  favorite 
e  of  economists  and  other  pontificating  Doomdomes. 
rse  worker  productivity  declines  when  sales  of  what 
e  producing  plummet — as  with  autos  and  construction 
th  housing  materials  and  furnishings. 
a  sales  are  up,  so's  productivity. 

ie  longer  term,  increased  productivity  is  virtually  un- 
sle.  Accelerated  depreciation  for  new,  more  efficient 
and  for  automated  machine  tools  will  be  one  major 


contributor.  Another  factor  will  be  fewer  young,  inexperienced 
workers  coming  into  the  marketplace.  Concomitantly,  the  20- 
year-old  at  25  knows  better  how  to  do  better  what  he  is  doing. 

The  third  sound  ground  for  optimism  about  markedly  im- 
proved future  productivity  in  the  U.S.  is  that  with  each  per- 
centage-point drop  in  the  rate  of  inflation — a  decline  is 
ahead — pressure  for  wage  jumps  will  drop,  too.  That,  in  turn, 
will  reduce  pressure  on  unit  labor  costs. 

Our  productivity  picture  now  is  not  as  bad  as  painted  and, 
for  the  future,  is  brighter  than  predicted. 


UNCLE  SAM  TO  GET  BACK  HIS  ETES  AND  EARS 


ik  Bill  Casey  will  get  the  CIA  back  on  track 
.tore  its  shattered  morale  and  ranks.  Reac- 
abuses  in  the  intelligence  sector  has  been 
ne,  has  undone  two  federal  agencies  of  ines- 
:  necessity — the  CIA  as  well  as  the  FBI. 
ing  Vice  Admiral  Bobby  Ray  Inman  as  the 
Deputy  Director  is  a  ten-strike.  In  previous 


technology  has  proven  to  be  no  substitute. 

Thank  goodness,  one  thing  the  Reagan  Adminis- 
tration and  most  of  the  nation  (according  to  the 
polls)  are  agreed  on  is  the  urgency  for  these  outfits 
to  get  back  about  their  business. 

America's  enemies  without  and  within  {i.e.,  the 
Mafia  as  well  as  terrorist  embryos)  don't  play  by 
Marquis  of  Queensberry  rules.  It's  dangerously  un- 
intelligent to  blind  and  handcuff  the  agencies  to 


its  with  defense  intelligence,  he's  won  the 
nee  of  the  key  Capitol  Hill  committees  CIA's  Bill  Casey 
ep  tabs  on  such  activities.  Admiral  Inman  is  going  to    whom  we  must  look  for  Intelligence. 

>ize  our  two-legged  spy  capabilities  for  which  satellite       In  that  game,  nice  guys — and  nations — end  up  dumb  or  dead. 


TO  START  UP  HOUSING  STARTS 

kicker  could  come  from  some  savvy  entrepreneurial    face  the  house  toward  the  sun  when  feasible. 

builders  constructing  modest  homes  and/or  multiple      Then  promote  them  as  being  60%  or  so  more  fuel-saving 

type  apartments  that  build  in  the  basic  energy-saving   than  any  existing  house  of  equivalent  size. 


ents:  use  double  (or  triple)  pane  windows  and  insulation 
lout,  including  cellars  and  ceilings,  as  well  as  weather 
lg  around  doors;  install  one  of  the  new  furnaces  that  are 
lore  efficient  than  the  old;  add  a  couple  of  hundred 
feet  of  solar  panels  to  cut  water  heating  bills  in  half;  and 


Financing  for  such  houses  ought  to  be  far  more  readily 
available.  Whatever  federal  home  mortgage  programs  continue 
should  be  redirected  to  provide  lower  loan  rates  for  such  homes 
than  for  any  other  housing. 

And  those  oil  companies  that  want  to  "diversify"  because 
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have  a  cash  flow  of  such  volume  they  don't  know  investments  in  natural  resources, 

it  to  do  with  it  can  really  fill  an  energy-related  need  by  Imagine  what  heroes  energy  companies  could  be  by 

imaging,  through  seed  money  or  with  more  substantial  helping  to  fill — profitably — our  consuming  housing  need 

sums,  the  home  financing  business.  Homes,  be  they  single  dreams.  These  huge  oilers  would  be,  so  to  speak,  beatifie< 

or  multiple,  are  more  surefire  inflation  resistant  than  even  grateful  public. 


KUWAIT 

Tiny  Kuwait,  made  inordinately  big  by  joint  U.S./British 
development  of  its  oil,  appeared  to  be  carried  away  by  having 
gotten  away  so  long  with  attaching  premiums  on  top  of  endless 
thumping  price  hikes  for  rolling  out  its  barrels.  In  the  face  of 
customers'  conservation  and  the  development  of  alternative 
energy  sources  made  necessary  and  possible  by  boundless 
OPEC  price  arrogance,  this  wee  Persian  Gulf  sandland  was 
refusing  to  look  the  current  glut  in  the  eye.  Not  only  did  it 

A  SPLENDID  IDEA  WHOSE 

When  flying  abroad  first  became  feasible  after  World  War  II, 
thanks  to  the  great  Boeing  Stratocruisers,  Lockheed  Constella- 
tions and  Douglas  DC-6s,  the  flight  to  London  or  Paris  took  13 
hours.  For  $25  extra,  you  got  a  Pullmanesque 
berth.  Well-fed  and  sufficiently  Spirited, 
you  turned  in  for  eight  slumbering  hours 
and  were  awakened  for  an  ample  breakfast 
a  bit  before  landing. 

The  advent  of  jets  cut  five  to  six  hours 
off  Atlantic  crossing  time — murdering 
the  old  restfully  civilized  13-hour  way  to 
go.  In  return  for  fewer  hours  aloft,  travel- 
ers now  lose  24  hours  from  jet  lag. 

Philippine  Airlines,  with  its  747  upper 
deck  beds,  and  Pan  Am,  with  its  truly  roomy  sleeper  seats,  are 
recent  steps  in  the  right  Rest  direction.  But  from  that  colorful- 
ly exciting  magazine  Next — which  deals  with  what's  next — 
comes  thrilling  news  for  long-flight  travelers:  In  White  Plains, 
N.Y.,  a  genius  is  at  work  on  overcoming  jet  lag. 

Leonard  Greene,  a  knowledgeable  aviation  engineer-pilot- 
executive,  is  negotiating  with  a  major  airline  to  operate  planes 


COPS  IT 

demand  premiums  on  new  contracts,  but  it  tried  to  in 
them  on  contracts  now  in  force. 

Thank  goodness  Gulf,  Royal  Dutch  and  British  Petni 
refused  to  accept  Kuwaiti  contract  reneging  on  price.  Sh 
the  overthrow  of  its  own  sheikh-y  government  (and  its 
ate  neighbors')  by  Reds,  the  world's  energy  situation  proi 
to  shake  out  in  price,  production,  consumption  and  all 
tives  somewhere  near  present  levels. 

TIME  HAS  COME— AGAIN 

that  his  company  plans  to  rebuild  into  flying  sleepers.  Le 
JFK  after  a  full  day's  work  and  dinner,  you'd  arrive  at  you: 
filled  stateroom  at  1 1  p.m.  Instead  of  being  turned  oi 
arrival  in  Los  Angeles  at  2  a.m.  Pacific  time, 
sleeper  would  be  parked  out  of  the  way.  At 
sonable  breakfast  time  after  eight  hours  l 
sack  followed  by  a  quick  shower,  you 
fresh  to  get  off  about  your  business. 
Returning,  this  flying  Pullman  v 
depart  the  West  Coast  at  midnight 
sengers  could  board  at  1 1  p.m.  or  e 
and  get  at  least  six  hours'  sleep  b 
deplaning  at  their  New  York  airpo 
The  same  approach  could  event 
be  applied  to  cross  the  Atlantic  and  Pacific. 

Sure,  it'll  cost  more.  But  for  those  many  executives  v 
time  wisely  spent  means  more  money  for  many,  the  G 
way  to  go  provides  an  additional  full  working  day  while  a 
ing  the  costly  discombobulation  of  jet  lag. 
Three  thunderous  cheers  for  Mr.  Greene. 
Up,  Up  and  Away  with  him! 


The  Official  Preppy  Handbook 

by  Lisa  Bimbach  (Workman  Publishing, 
$3.95).  While  clothed  in  humor,  this  dis- 
section of  what  constitutes  Preppy  is  an 
all-earth  catalog  for  those  who  want  to  be 
and  those  who've  never  outgrown  it.  The 
Accents  Analysis  and  Attitudes  Guide 
are  among  the  funnier  bits. 

Excerpt:  Ennui ...  is  the  most  consum- 
mately Prep  of  all  attitudes  .  .  .  effort- 
lessness is  hereditary,  but  ennui  is 
learned.  .  .  .  Cynicism  is  more  than  a  pose;  it's  also  a  handy 
time-saver.  By  deflating  your  companion's  enthusiasm,  you 
can  cut  conversations  in  half. 


BOOKS 

Edited  Mortal 


Questions — by  Thomas  Nagel 
(Cambridge  University  Press,  $6.95). 
Heavy  going  but  there's  many  a  golden 
nugget  to  be  mined  from  this  philosophi- 
cal analysis  of  our  feelings  on  death,  sex, 
politics,  war  and  social  stratifications. 
Excerpt:  In  ordinary  life  a  situation  is 
absurd  when  it  includes  a  conspicuous 
discrepancy  between  pretension  or  aspi- 
ration and  reality:  someone  gives  a  com- 
plicated speech  in  support  of  a  motion 
that  has  already  been  passed;  a  notorious  criminal  is  i 
president  of  a  major  philanthropic  foundation;  you  de 
your  love  over  the  telephone  to  a  recorded  announcemet 
you  are  being  knighted,  your  pants  fall  down. 


20 


FORBES,  MAY  2: 


NONE  OF  US  HAS  TO  REACH  VERY  FAR  BACK 


ie  up  with  personal  anecdotes  about  the  impact  of 
»n  on  prices.  Almost  weekly  our  spouses  return  from  the 
larket  with  "can  you  believe  this"  stories  about  much 
:nt  into  their  shopping  carts. 

lere's  a  really  wistful  Look  Back — at  the  price  of  good 


wines.  And  it  isn't  just  the  inflation  of  the  past  half-dozen 
years  on  which  this  price  tale  hangs.  Shown  below  are  some 
prices  from  a  1935  Hotel  Waldorf-Astoria  illustrated  wine  list 
found  among  some  old  papers  of  my  parents'.  Note  that  only 
the  years,  not  the  language,  have  much  changed. 


Bordeaux  (red) 

1928  was  a  good  vintage.  It  produced  firmer 
wines  which  will  require  a  little  more  time  to 
come  to  perfection.  1926  has  turned  out  much 
better  than  it  was  given  credit  for;  there  are 
some  excellent  1926s. 
1924 — a  very  good  year. 

1923 — quite  a  good  year;  the  wine  to  drink  now. 

Bottle  Vi  Bottle 

Ch.  Lafite  Rothschild, 

Cachet  du  Chateau  .  .  .  1924     $3.00  — 
Ch.  Latour  ler  Grand  Vin, 

Cachet  du  Chateau  ...  1925 
Ch.  Mouton  Rothschild, 

Cachet  du  Chateau  .  .  .  1924 


3.50 


4.50 


Ch.  Haut  Bnon  ler  Grand  Vin, 
Cachet  du  Chateau  ...  1923 

Burgundy  (red) 

Chateauneuf  du  Pape, 

Grand  Cru    1928 

Pommard  Epenots    1926 

Chambertin    1923 

Clos  de  Vougeot   1911 

Burgundy  (white) 

Chablis,  Moutonne   1928 

Chablis,  Cruse    — 

Pouilly  Fuisse    1926 

Meursault    1926 


Bottle  Vi  Bottle 


4.50 


$3.00 
3.00 
4.00 
6.00 

$4.00 
3.50 
2.50 
3.00 


$1.75 
1.75 


1.50 
1.75 


WE  WHO  SWALLOW  VARIOUS  VITAMIN  PILLS 


daily  dozen  are  becoming  oblivious  to  the  continuous 
;s  and  warnings  of  our  so-called  Consumer  Protectors, 
go  right  on  swallowing  our  $1.3  billion  worth  of  pre- 
Cs,  Bs,  As,  Es  and  Zs  (as  in  zinc)  in  spite  of  the  fact 
>  the  New  York  Times'  insightful  Jane  E.  Brody  ob- 
"more  than  75  million  Americans  [are]  excreting  the 
cpensive  urine  in  the  world,  since  most  of  the  vitamins 
lerals  consumed  in  excess  of  what  the  body  truly  needs 
dly  eliminated." 

lse  who,  for  heaven's  or  health's  sake,  is  going  to  be 

WHEN  YOU  CATCH 

what  you're  after,  it's  gone. 


able  each  day  to  achieve  the  required  balanced  diet?  This,  as 
described  by  Ms.  Brody,  consists  "of  mostly  fresh  foods  from 
the  four  major  food  groups:  four  servings  of  vegetables  and 
fruits,  including  one  citrus  fruit;  four  of  breads,  cereals  and 
grains,  including  some  whole  grains;  two  of  milk  products  and 
two  of  meat,  fish,  poultry  or  high-quality  vegetable  protein." 

Surely  popping  pills  is  easier,  more  saving  of  time  and  even 
of  dollars,  than  running  that  dietary  obstacle  course. 

I  dare  say  more  die  from  an  insufficiency  of  their  A,  B,  Cs 
than  from  an  overabundance. 

SURE  THINGS 

seldom  are. 


By  M.S.  Forbes  Jr. 


few  weeks  ago,  a  handful  of  Re- 
licans  tried  to  remove  the  head  of 
Congressional  Budget  Office,  Al- 
Rivlin,  as  a  necessary  first  step  in 
rming  that  agency.  The  effort 
;d,  but  the  GOPers  will  certainly 
again.  Let's  hope  that  next  time 
r  will  succeed. 

he  Congressional  Budget  Office 
established  in  1974  as  a  nonparti- 
agency  that  would  provide  Con- 
s  "with  detailed  budget  informa- 
and  studies  of  the  budget's  im- 
:  and  of  alternative  policies."  If  a 
pressman  proposes,  say,  cutting 
I  stamps  10%,  the  CBO  would 
m  out  elaborate  computer-based 
ryses  of  the  effects  of  such  a  move 
inflation,  unemployment,  federal 
nues,  etc. 

fie  CBO  and  Mrs.  Rivlin  have  won 
itations  for  producing  indepen- 


ALICE  IN  BUDGETLAND 

dent  economic  reports  that  have  enor- 
mous congressional  impact. 

But  this  image  is  misleading.  Since 
inception,  the  CBO  has  served  mainly 
to  provide  a  cloak  of  legitimacy  to 
Washington's  disastrous  tax-and- 
spend  fiscal  policies.  Its  studies  would 
almost  always  show  that  the  best 
thing  for  the  economy  was  a  big  boost 
in  federal  spending,  especially  public 
works  programs.  Liberal  Democrats — 
and  some  Republicans,  too — would 
use  the  CBO  as  justification  for  their 
profligate  activities. 

True,  the  office  uses  computers,  but 
politicos  conveniently  ignore  the  fact 
that  computer  output  is  only  as  good 
as  its  input.  And  the  input  is  rigid 
Keynesianism — the  belief  that  pour- 
ing money  into  the  economy  is  what 
keeps  it  going  and  growing. 

Here  is  what  the  CBO  said  about 
reductions  of  personal  income  taxes. 
"It  is  a  relatively  expensive  way  of 


reducing  unemployment  in  terms  of 
budget  dollars  per  additional  job." 

The  CBO's  methods  of  analysis 
have  other  flaws — such  as  largely  ig- 
noring international  trade — in  addi- 
tion to  pooh-poohing  the  importance 
of  reward  and  incentive. 

Needless  to  say,  Mrs.  Rivlin's  fore- 
casts have  mostly  been  inaccurate. 
Her  office,  for  example,  predicted  the 
1979  recession  that  never  came. 

Despite  all  this,  many  members  of 
Congress  still  take  CBO  reports  at 
face  value.  That's  why  the  Senate 
Budget  Committee  nearly  derailed  the 
Reagan  program  last  month — the 
CBO  projected  huge  deficits  in  com- 
ing years. 

Mrs.  Rivlin  and  her  economists 
may  be  nonpartisan  when  it  comes  to 
providing  services  for  Democrats  and 
Republicans.  On  the  way  it  analyzes 
the  economy,  however,  the  CBO  is 
highly  biased  indeed. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind. -  MSI 


Heating  up  at  Home 

Households  now  gobble  up  some  22% 
of  all  the  energy  eonsumed  in  the  United 
States;  heating  them  alone  accounts  for 
about  12%.  If  the  nation  took,  say,  ten 
years  to  squeeze  as  much  energy  out  of 
its  housing  as  the  researchers  [at  Prince- 
ton University's  Center  for  Energy  & 
Environmental  Studies]  say  is  possible, 
the  accumulated  annual  saving  would 
amount  to  roughly  twice  what  (the  Car- 
ter Administration  had  hoped)  to  be  get- 
ting from  synthetic  fuels  in  1990,  at  a 
fraction  of  the  cost,  with  none  of  the 
environmental  consequences — and  with 
no  noticeable  change  in  living  habits. 

— Anthony  f.  Parisi, 
New  York  Times 

Red  News— Really 

Aden — Representatives  of  Arab  na- 
tional liberation  movements,  fronts  and 
progressive  political  parties  accredited  to 
Democratic  Yemen  have  rated  highly 
the  Soviet  Union's  policy  aimed  at  sup- 
porting the  just  struggle  of  national  liber- 
ation movements  and  all  peoples  and 
peace-loving  forces  for  freedom,  indepen- 
dence and  social  progress. 

Washington  is  resorting  to  deliberate 
distortion  of  the  concept  of  "internation- 
al terrorism"  and  confusing  it  with  the 
concept  of  the  peoples'  just  struggle  for 
their  national  liberation. 

American  imperialism  is  using  this 
campaign  to  camouflage  its  support  for 
international  terrorist  activity.  .  .  . 

— Pravda 

Hooker 

Civil  War  Major  General  Joe  Hooker's 
idea  of  military  strategy  was  busing  la- 
dies of  the  night  from  Baltimore  to  the 
Union  camps — that's  the  origin  of  the 
word  "hooker." 

— Anna  Mayo,  Village  Voice 

Koch  Confessional 

[New  York  City's  Mayor  Edward]  Koch 
calls  himself  a  "sane  libera!."  Actually, 
he's  a  pragmatist.  Like  other  Sixties  lib- 
erals, he  has  become  skeptical  of  govern- 
ment, aware  of  limits,  much  more  con- 
cerned with  what  works.  He  resembles  a 
good  many  ex-communicants  in  reserv- 
ing his  harshest  words  for  those  who 
have  remained  members  of  the  old 
church.  "Knee-jerk  liberals,"  he  calls 
them,  and  he  says,  "I  don't  believe  in  half 
their  crap.  That  government  has  to  be- 
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come  bigger.  That  government  is  better 
if  it  does  more.  It's  the  New  Deal  out  of 
the  Thirties — that  government  solves  all 
problems.  I  once  believed  that.  I  have 
contempt  for  government.  I  should 
know — I'm  in  it.  When  you  remove  the 
profit  motive,  that's  what  happens.  You 
remove  the  penalty.  There's  always 
someone  there  to  pick  up  the  deficit.  Not 
to  hold  you  accountable  ( )n  several  occa- 
sions kids  have  come  in  from  the  schools 
to  visit  me.  This  one  kid  said,  'Why 
doesn't  the  city  have  more  athletic 
equipment,  and  give  us  bats  and  mitts?'  I 
said,  'Wait  a  minute,  kid.  You  look  like 
the  type  of  kid  who  has  a  mitt  and  bat. 
Why  does  government  have  to  give  them 
to  you?  Why  not  your  parents?'  " 

— Hard  Feelings,  by  Ken  Auletta 

Un  Everything 

Today  a  family  with  two  wage  earners 
earning  $35,000  in  taxable  income  is  in 
the  43%  federal  income  marginal  tax 
bracket,  and  when  you  add  social  securi- 
ty and  state  income  tax  to  that  you  will 
put  that  striving,  hard-working,  commit- 
ted American  family  into  the  50%  tax 
bracket  and  I  believe  that  that  is  unjust, 
unfair,  counterproductive,  wrong.  It 
must  be  changed  and  that  is  what  our  tax 
program  will  do. 

— David  Stockman,  Director, 
Office  of  Management  and  Budget 

Selfless  Spirits 

One  may  want  to  have  a  generous 
spirit,  or  regret  not  having  one,  but  it 
makes  no  sense  to  condemn  oneself  or 
anyone  else  for  a  quality  which  is  not 
within  the  control  of  the  will.  Con- 


demnation implies  that  you  should 
be  like  that,  not  that  it  is  unfortu 
that  you  are. 

— Mortal  Questi 
by  Thomas  N 


Good,  music  is  music  tha 
want  to  hear.  Bad  music  is  i 
sic  that  I  don*t  want  to  hear 
—Fran  Lebowitz,  Metropolitan 


Overlooking  $70  Billion 

The  underground  economy  is  gro\ 
twice  as  fast  as  the  law-abiding,  tax- 
ing segment  of  America.  That's  the 
est  calculation  by  underground  authc 
Peter  M.  Gutmann  of  Bernard  Bai 
College  in  New  York  City. 

Gutmann  says  on-the-sly  activity 
expand  to  between  $310  billion  and  { 
billion  this  year,  up  from  about  S 
billion  in  1980.  Others  estimate  thai 
amount  of  business  not  officially  rec 
ed  is  much  higher  than  that. 

About  one  out  of  five  Americar 
involved,  Gutmann  says. 

Result:  Tax  collectors  are  deniei 
much  as  $70  billion  a  year. 

— U.S.  News  6>  World  Re 

Taking  No  Sides 

Her  roommate  at  [Mrs.  Saunders' 
Miss  Beach's  Academy]  was  a  .  .  .  ref 
little  girl,  two  years  younger.  .  .  .  W 
they  went  to  their  room  the  first  m 
the  little  girl  looked  at  her  elder  acqu; 
ance.  "Which  side  of  the  bed  sh; 
sleep?"  she  said  deferentially.  "Oh! 
perfectly  immaterial  to  me  which 
you  sleep,"  said  Anne  in  her  clear,  rin 
voice,  "for  I  always  sleep  in  the  midd 
— Susan  Les 
Recollections  of  My  Mot 
in  Antic 


"Oh-Oh!  There  go  Papa's  timed-release  vitamins!" 
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The  liquid  toner 
that  made 

of  f  ice  copiers 
more  reliable. 


ick  in  '59  Xerox  revolutionized  American  business  with  the  copier.  Clever.  Then  in  '75 
vin  revolutionized  copying  with  the  liquid  toner  transfer  process.  Smart. 
Savin's  liquid  toner  produces  permanent  dry  copies  with  no  pressure  and  little 
at,  making  paper  jams  almost  obsolete.  Of  course  having  a  short  12  inch  paper 
th  helps  too. 

As  you  can  see,  it  doesn't  take  a  miracle  to  design  a  reliable  B9IIII1 
sin  paper  copier.  You  just  have  to  be  smart.  390  If  II  I 

and  Savin  logotype  are  registered  trademarks  of  Savin  Corporation.  "Xerox  is  a  registered  trademark  of  Xerox  Corporation.  ©  1981  Savin  Corporation,  Valhalla.  N  Y.  10595 


NOW  FROM  HERTZ: 

GUARANTEED  HUONG 

What  does  it  cost  to  rent  a  car? 
Now  you  know  before  you  go. 


I 


Lately,  the  rent-a-car  industry  has  been 
inundated  with  outrageous  price  claims. 

As  the  leader  in  the  car  rental  business, 
we  have  decided:  enough. 

Never  a  charge  for  mileage — 
any  car,  any  time,  anywhere. 

Effective  immediately,  Hertz  is  offering 
unlimited  mileage  on  all  rentals? Round- trip 
or  one-way.  And  we've  instituted 
Guaranteed  Pricing.  A  policy  a 
that  tells  you  up  front  what 
your  rental  charges  will  be 

Here's  how  it  works. 

Just  tell  the  person  at 
the  Hertz  counter  how 
many  days  you  intend  to 
keep  the  car,  what  loca- 
tion you'll  return  it  to, 
and  whether  or  not  you 
want  optional  extras  such 
as  Collision  Damage  Waiver 
and  Personal  Accident 
Insurance. 


We'll  tell  you  your  rental  charges  at 
the  time  you  go.  And,  if  you  request,  we'll 
guarantee  it  in  writing.  With  a  Hertz  Guar- 
anteed Pricing  tag  that  we'll  give  you  when 
you  rent  a  car. 

This  new  pricing  program  means  signif 
cant  overall  reductions  in  the  cost  of  an 
average  rental. 

And  you'll  be  able  to  see  that  Hertz  rate 
are  competitive  with  companies  whos< 
^  main  claim  to  fame  is  their  cheapnes 
With  the  introduction  of 
Hertz  Guaranteed  Pricing, 
rent-a-car  price  wars  are  over. 
And  you  won. 


Hertz 


WHERE  WINNERS  RENT. 

HERTZ  FEATURES  THE  EXCITING  FORD  ESCORT 

Guaranteed  Pricing  available  ui  all  Hert/  corporate  ami  participating  licensee 
locations  in  ihe  U.S  Refueling  charges  and  state  and  local  taxes  are  not  included 
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What's  Ahead  for  Business 


In  two  months, 
rates  will  tumble 


IT  WON'T  TURN  ON  A  DIME 

AS  WE  PREDICTED,  THE  ECONOMY'S  VIGOROUS  GROWTH  is  slowing.  Business, 

however,  isn't  going  to  get  so  sluggish  that  the  country  plunges  into  a 
recession,  as  it  did  during  the  second  quarter  of  last  year.  But  the  level  of 
expansion  will  certainly  be  slower  than  it  had  been  during  the  early  weeks  of 
1981.  The  Fed  made  sure  of  that  when  it  raised  the  discount  rate  by  a  full 
percentage  point.  That  jump  came  because  of  the  fast-track  expansion  of  the 
money  supply  in  April.  The  late  April  figures  were  galloping  ahead  at  an 
annual  rate  of  over  20% — well  above  the  central  bankers'  targets  and  far 
faster  than  they  had  anticipated.  Even  GNP  growth,  which  hit  an  annual 
rate  of  6.5%  after  inflation  adjustments,  was  farlarger  than  most  forecasters 
had  predicted.  So  the  Fed  slammed  on  the  brakes. 

There  will  be  a  brief  period  of  confusion.  It  will  take  investors  30  to  60 
days  to  recognize  that  the  Fed  won't  need  to  squeeze  very  hard  to  make  its 
point.  Price  increases  are  already  slowing,  and  the  goal  of  officials  in 
Washington  is  to  hold  wage  increases  down  to  7%  or  8%,  rather  than  the 
10%  to  12%  levels  that  have  been  the  rule.  Once  the  impact  of  these  policies 
is  felt,  probably  by  late  May  or  early  June,  short-term  interest  rates  will 
tumble.  Long-term  rates  will  head  down  shortly  thereafter. 

What's  happening  in  individual  economic  sectors  is  highly  unusual.  April's 
strong  growth  numbers  come  despite  the  fact  that  there  are  no  prominent 
areas  of  strength — with  the  possible  exception  of  aerospace  and  defense. 
Meanwhile,  two  industries  are  in  big  trouble:  automobiles  and  housing.  The 
problem  is  how  to  slow  the  aggregate  rate  of  expansion  without  putting  too 
great  a  burden  on  these  weak  spots. 


Inflation 
psychology 
is  fading 


As  the  new  dose  of  high  interest-rate  medicine  takes  hold  and  inflation 
begins  to  diminish,  consumers  will  exhibit  their  own  surprising  turnaround. 
First,  the  spend-today-for-it-will-cost-more-tomorrow  psychology  will 
gradually  fade  away.  In  recent  years,  it  actually  made  more  sense  to  go  into 
debt  rather  than  to  save.  Much  of  the  blame  lies  with  low  consumer  loan 
charges  governed  by  out-of-date  usury  ceilings,  often  at  12%.  Rising  prices 
meant  that  purchases  were  more  expensive  the  longer  buyers  waited,  and 
the  lure  of  owning  now  and  paying  later  with  depreciated  dollars  made 
borrowing  downright  difficult  for  many  people  to  resist. 

Now,  there  is  a  major  change  of  attitude  under  way.  Usury  ceilings  are  being 
lifted  and  price  levels  are  settling  down.  Industrial  raw  materials  and  farm 
products  have  both  posted  relatively  flat  price  comparisons,  while  the 
numbers  for  finished  goods  are  up  at  an  annual  rate  of  10% — a  trend  that  is 
hardly  alarming.  Result:  Individuals  are  no  longer  under  the  gun  to  borrow 
cheap  and  buy  now  as  a  curious  way  of  "beating"  inflation. 


Expect  a  boost 
in  savings 


Watch  how  this  will  help  the  economy.  As  consumer  spending  falls, 
incomes  will  continue  to  grow.  That  means  more  money  will  be  available 
for  savings  and  capital  investment.  Supply-siders  will  love  such  a  beneficial 
flow  of  funds — but  it  won't  really  be  happening  for  the  reasons  they  expect. 
People  will  save  more  not  because  taxes  are  lower  but  because  the  old 
inflation-fueled  pressures  to  spend  are  gradually  disappearing. 
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The  Forbes  Index 
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The  Forbes  Index  Components 


The  economy's  last  hurrah?  This  is- 
sue the  Forbes  Index  is  still  climbing, 
but  don't  be  surprised  if  there's  a 
downturn  soon.  Much  of  the  spring 
strength  comes  from  housing  starts, 
which  were  up  smartly  in  March. 
With  interest  rates  soaring,  however, 
that  surge  is  unlikely  to  continue.  At 
the  same  time,  unemployment  claims 
are  rising  fast — an  ominous  portent. 
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The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 

composed  of  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 

manufacturers'  inventories 

Total  retail  sales 

New  housing  starts 

Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
senesof  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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The  Piaget  Polo.Water-resistant  quartz. 
136  grams  of  18K  gold  car ved 
link-by-link  into  the  most  dynamic 
sports  watch  ever  made. 

signed  to  accommodate 
most  diverse  lifestyle. 

•ck-resistant.  Water-resistant  to 
?e  atmospheres.  You  can  go 
High  the  day  and  night  never 
ing  to  take  it  off  your  wrist. 

ling  and  ruggedness  only 
get  could  combine. 

Iged  yet  distinctly  elegant  is  the 
queness  of  the  Piaget  Polo.  On 
r  wrist,  it  is  one  continuous 
/—bracelet  to  case  to  bracelet. 

carat  gold  bracelet  down 
he  smallest  screw. 

h  link,  carved  from  a  solid  block 


PiageI 

For  brochure  send  $1.50  to  Piaget,  Dept.  FB,  650  Fifth  Avenue,  New  York,  New  York,  10019. 


Each  link  of  the  bracelet  is  handcarved  from  a  solid 
block  of  18K  gold.  And  individually  attached  by  a  tiny 
gold  screw.  The  result  is  a  new  dimension  in  flexibility. 


of  18K  gold,  is  individually  attached 
by  tiny  gold  screws.  Piaget  has 
achieved  a  new  dimension  in 
beauty  and  flexibility 

Impeccable  accuracy  is 
inherent  in  a  Piaget. 

The  Piaget  Polo's  electronic  quartz 
movement  is  completely  hand- 
crafted in  Switzerland,  accurate  to 
within  30  seconds  a  year.  And 
never  needs  winding.  You  simply 
replace  the  battery  every  two  years. 

The  Piaget  Polo.  For  the  man 
who  deserves  the  most  dynamic 
sports  watch  ever  made. 


Sometimes  the 
man  who 
owns  the  trucks 
is  a  lot  lonelier 
than  the  guy 
who  drives  one. 


For  whatever  reasons  your  company  de 
to  own  its  trucks,  we  bet  there's  been  many 
a  night  you've  had  some  very  serious  secor 
thoughts. 

Like  the  time  you  got  that  4  a.m.  call  n 
your  driver  because  your  rig  broke  down  ji 
south  of  Nowhere. 

Or  the  lonely  nights  you've  spent  stewii 
over  insurance  forms,  untangling  licensing 
paperwork  and  wrestling  with  fuel  tax  filin 

The  government's  endless  regulations  (. 
regulation  changes)  can  also  waste  a  lot  of  > 
time  and  energy.  And  do  you  really  need  a] 
those  maintenance  headaches? 

Well,  we've  got  a  way  to  keep  the  wolf  f 
your  door:  a  Leaseway  Transportation  full 
service  lease  for  your  trucks,  tractors  and 


irs.  We'll  put  an  end  to  your  paperwork  and 
[tenance  problems,  and  make  sure  your 
:s  keep  rolling. 

fo  more  4  a.m.  calls,  either.  If  there's  a  break- 
i,  we  have  an  around-the-clock  road  assist 
ram  to  take  care  of  it;  over  12,000  facilities 
;  to  coast  means  we'll  get  the  rig  up  and 
ing  again  quickly. 

bull  like  our  bright  new  vehicles;  they're 
d  to  your  requirements  and  painted  and 
'ed  to  show  off  your  company, 
or  over  50  years,  we've  leased  thousands  of 
:s,  tractors  and  trailers  of  every  kind,  to 
ze  companies  located  every- 
*e.  We  also  own  and 
ate  the  two  biggest  con- 
carriers  in  the  nation. 


And,  as  a  full  service  physical  distribution 
company,  we  offer  logistics  consulting,  ware- 
housing, drivers,  mechanics,  dedicated  trucking 
and  all  the  support  programs  they  require. 

So  give  us  those  midnight  headaches,  and 
get  some  rest.  You  look  like  you  need  it. 

Call  or  write  Tom  Devine,  Dept.  12 
Lease  way  Transportation  Corp.,  3700  Park 
East  Drive,  Cleveland,  Ohio  44122. 
Telephone  (216)  464-3300. 

LEASEWAY  TRANSPORTATION: 

A  NATIONWIDE  $1  BILLION  PHYSICAL  DISTRIBUTION  COMPANY, 
TRADED  ON  THE  NYSE  WITH  OVER  16,000  EMPLOYEES,  82,000 
VEHICLES  AND  400  GARAGES,  TERMINALS  AND  WAREHOUSES. 

Leaseway  Transportation 

You  need  our  company. 


FORD  ESCORT. 
BUILT  TO  TAKE  ON  THE  WORLD.. 

AND  CARRY  IT. 


58  cubic  feet  of  cargo 
space  with  rear  seat 
down 

Better  gas  mileage 
than  any  wagon  built 
in  America 

EPA 
EST 
MPG* 

*For  comparison  Your  mileage  may 
differ  depending  on  speed,  distance 
and  weather  Actual  hwy  mileage  lower 
Excludes  other  Ford  Motor  Company 
products. 


Four-wheel 
independent 
suspension  for 
smooth  ride 
and  road  grip 

Chassis 
lubed  for  life 
Self-adjusting 
brakes  &  clutch 


Precise 

rack-and-pinion 
steering 

New  CVH  engine 
gives  high  mileage 
and  power  for 
freeway  driving 


FORD  ESCOR' 


FORD  DIVISION 


Forbes 


in  40  years  has  the  "rear  return  on 
ds — the  gap  between  yields  and  infla- 
: — been  so  high.  Will  the  shell-shocked 
"ket  recognize  that  as  a  turning  point? 

in  end  to  the  long 
bear  market? 


By  Ben  Weberman 

1966 — a  millennium  ago,  as  the 
nd  market  reckons  time  these 
ys — Standard  Oil  Co.  of  Indiana 
6%  long-term  debenture  and  all 
perts  said  we  would  never  again 
generous  a  yield.  Nine  years  later, 
:ain  States  Telephone  &  Telegraph 
fe%  debentures  and  once  again  the 
s  thought,  "Never  again."  Late  last 


month,  when  Bell  of  Pennsylvania  sold  a 
long-term  debenture  and  had  to  pay 
15.1%  to  get  rid  of  it,  no  expert  was 
heard  to  say  "never  again."  A  wise  si- 
lence. Within  days,  the  issue  was  trading 
at  94,  to  yield  better  than  16%. 

The  silence  from  the  experts  may  be 
wise,  but  it  isnot  necessarilygolden.  Quite 
the  contrary,  there  is  reason  to  think  the 
ongoing  trauma  in  the  market  is  leading  to 
a  rare  moment  in  U.S.  economic  history — 


a  major  turn  in  what  amounts  to  a  30-year 
bear  market  for  bonds. 

The  turn  is  being  clearly  signaled:  Not 
in  anyone's  memory  have  yields  on  long- 
term  securities  run  so  far  ahead  of  the 
inflation  rate  for  a  sustained  period,  as 
they  are  now  running.  The  underlying 
inflation  rate  is  reckoned  at  around  10% . 
That  gives  a  real  return  of  about  5%,  the 
highest  since  World  War  n.  In  1972  bond 
yields  averaged  7.2%  and  inflation  was 
4.6%,  and  that  real  return  of  2.6%,  well 
within  the  traditional  range.  In  1973, 
even  before  the  full  impact  of  OPEC's 
monopoly  power  over  oil  prices,  bond 
yields  were  7.5%  and  inflation  was 
13% — ^negative  return  of  5.5%.  That  set 
the  tone  for  the  years  since.  Bonds  were 
a  sucker's  game,  a  ticket  to  gradual  con- 
fiscation. Smart  people  borrowed. 
Dumbbells  lent. 

In  the  history  of  modern  finance,  real 
returns  have  customarily  ranged  be- 
tween 2%  and  3%.  Thus  in  a  period  of 
low  or  no  inflation,  a  2.5%  yield  on  long- 
term  Treasury  bonds  was  customary  and 
4.5%  mortgages  were  a  good  deal  for 
lenders  as  well  as  for  borrowers. 

The  market's  continuing  indifference 
to  the  fact  that  the  real  return  on  corpo- 
rate bonds  has  been  roughly  double  the 
traditional  rate  for  the  past  2Vi  months 


The  real  thing  in  real  returns 


(illation  is  starting  to  slow,  but  long-term  interest  rates 
re  still  rising  spectacularly,  with  corporate  bond  yields 
ven  higher  than  before  the  Civil  War.  Real  rates  of 


return — bond  yields  related  to  inflation — are  the  best 
since  World  War  II.  Historically,  real  rates  of  return  have 
ranged  between  2%  and  3%;  now  they  are  double  that. 


Percent 
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Moody's  Aaa  corporate  bond  yields 


American  railroad  bond  yields 
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now  defies  logic,  even  common  sense, 
but  it  is,  for  all  that,  easily  explained. 
First,  so  many  eyes  have  been  riveted  on 
the  highly  visible,  heavily  publicized 
short-term  market — commercial  banks' 
prime  lending  rate,  six-month  money 
market  certificates,  money  market  mu- 
tual funds — that  the  climb  in  long-term 
rates  drew  little  notice  from  the  people 
who  select  the  news.  Second,  and  un- 
doubtedly far  more  important,  after  V-h 
years  of  unprecedented  and  confidence- 
shattering  double-digit  inflation,  individ- 
ual and  institutional  investors  in  fixed- 
income  securities  are  in  shock.  As  yields 
have  risen,  the  erosion  in  portfolio  values 
has  been  ghastly.  Long-term  bonds  pur- 
chased only  five  months  ago  lost  16%  to 


20%  of  their  value.  The  situation  has 
most  of  the  earmarks  of  a  typical  bot- 
tom-of-the-market  syndrome. 

With  so  much  blood  still  on  the  floor, 
it  is  hardly  surprising  that  few  investors 
and  lenders  seem  ready  to  put  out  money 
for  a  long  period  of  time  at  a  fixed  rate. 
That's  why  the  money  market  mutual 
funds  now  manage  portfolios  valued  at 
$118  billion,  most  of  it  pulled  from  ac- 
counts in  savings  and  loan  associations, 
from  mutual  savings  banks  and  from 
commercial  banks  that  had  considered 
their  savings  deposits  as  a  core  of  long- 
term  deposits,  which  could  be  used  to 
fund  long-term  credits.  Instead  of  long- 
term  investments  in  mortgage  and  cap- 
ital facilities,  money  market  mutual 


funds  are  committed  by  their  natur 
investing  money  for  10  days  to 
days — the  average  is  about  45  dai 
hardly  conducive  to  support  of  the  lc 
term  bond  markets. 

In  the  past,  when  markets  collapse 
rapidly  as  this  most  recent  one  has,  si 
of  curtailed  business  activity  and  redu 
inflation  would  have  touched  off  a  r 
of  sizable  proportion.  Investors  w<j 
have  become  convinced  that  credit 
mands  would  shrink  and  that  the  Fed 
Reserve  would  ease  credit  policy  to  la 
yields  and  stimulate  business.  Not 
time.  Not  yet  anyhow.  This  time,  afl 
precipitous  decline,  the  market  rem, 
shrouded  in  gloom.  Markets  always 
that  way  at  a  bottom.  ■ 


Fed  up  with  political  decisions  that  make  no 
economic  sense,  California's  savings  and 
loans  are  fleeing  state  regulation. 


Enough  is  enough 


By  John  Merwin 


It's  rare  that  an  industry  faced 
with  what  it  believes  to  be  unreason- 
able restrictions  can  afford  to  tell 
government  to  take  a  flying  leap.  But 
that  is  exactly  what  several  of  the  mam- 
moth California  S&Ls  are  doing.  In  late 
April  three  of  the  big  six  California  S&Ls 
announced  that  they  intend  to  abandon 
their  state  charters  in  favor  of  national 
charters  and  federal  regulation.  It's  likely 
that  more  S&Ls  will  follow. 

The  reason  is  elementary,  says  Chair- 
man James  Montgomery  of  Great  West- 
ern Financial  Corp.,  owner  of  $10.4  bil- 
lion Great  Western  Savings  &  Loan 
Corp.:  "The  liability  side  of  our  balance 
sheet  has  been  deregulated,  but  the  asset 
side  has  not."  Montgomery  has  seen  the 
interest  he  must  pay  on  new  six-month 
CDs  rise  some  49%  over  the  last  30 
months.  As  a  result  of  decisions  by  the 
California  Supreme  Court  and  the 
state's  delphic  Governor  Jerry  Brown, 
the  loans  he  must  fund  with  those  ex- 
pensive deposits  are  locked  in  at  lower 
rates.  In  1978  the  state  Supreme  Court 
ruled  that  all  mortgages  written  by  the 
state  S&Ls  could  be  assumed  by  quali- 


fied buyers.  The  result  has  been  murder 
on  the  S&Ls  in  a  period  of  rapidly  rising 
interest  rates.  Lenders,  on  the  basis  of 
an  industry  rule  of  thumb,  had  assumed 
that  most  homes  would  turn  over  every 


m. 


ft** 


Great  Western  Chairman  James  Montgomery 
"We  cant  afford  to  wait  any  longer." 


six  or  seven  years,  allowing  new  rrJ 
gages  to  be  written  at  current  ma 
rates.  Instead,  because  of  the  court  d 
sion,  older  8%  or  9%  30-year  mortgi 
"are  starting  to  look  like  30-year  m 
gages,"  says  Montgomery. 

California  home  sellers  are  pas 
along  9%  mortgages  to  eager  buyers 
time  when  the  going  rate  for  new  m 
gages  is  15.5%.  That  bargain  assu; 
mortgage,  plus  some  additional  crea 
financing,  is  the  reason  at  least  s< 
homes  are  still  moving  in  Califoi 
Meanwhile,  S&Ls  like  Great  West 
the  nation's  second  largest,  are  pa' 
14.2%  on  six-month  certificates  of 
posit.  At  first-quarter's  end  Great  W 
ern's  average  cost  of  money,  11.1% 
ceeded  its  11%  average  yield  from  li 
and  investments.  Great  Western  st. 
in  the  black  only  by  income  from  var 
fees,  but  sank  to  4  cents  a  share  in 
first  quarter,  from  60  cents  last  year.l 

There  seemed  to  be  no  relief  in  9 
for  California's  S&Ls.  Last  summer 
legislature  considered  a  bill  that  w 
have  allowed  S&Ls  to  raise  mortgag 
terest  rates  a  maximum  of  5%  ovei 
life  of  the  loan,  if  market  rates  so  dr 
ed.  A  homeowner  would  have  had 
option  of  making  higher  monthly 
ments  or  adding  the  higher-  interes 
the  mortgage  principle,  in  effect  ext 
ing  the  life  of  the  loan  and  paying 
additional  interest  in  a  lump  sum  v 
he  sold  the  home.  The  variable-rate 
passed  both  houses  by  a  combined  9. 
7  vote,  but  Brown  vetoed  it.  Enr 
state  S&L  executives  then  began  tfc 
ing  about  switching  to  federal  charti 

Their  golden  opportunity  came  a 
weeks  ago,  when  the  Federal  Home 
Bank  Board,  now  led  by  a  Reagai 
pointee,  Richard  Pratt,  deregulated 
mortgages  that  were  written  by  fede 
chartered  S&Ls.  "I've  been  waiting 
better  day  for  years  now,"  says  IV 
gomery,  whose  Great  Western,  witl 
day's  high  interest  rates,  may  be  hea 
toward  1981  earnings  of  25  tc 
cents,  vs.  $4.15  only  two  years  ag; 
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think  we  can  afford  to  wait  any 
r."  Neither  could  H.F.  Ahmanson  & 
.vhich  owns  $12.8  billion  (assets) 
:  Savings  and  Loan  Association,  the 
l's  largest.  Its  earnings  this  year  are 
st  at  $1  a  share  at  best,  well  below 
>  $5.11.  Home  S&L  is  also  seeking 
ral  charter. 

ile  waiting  to  change  to  federal 
:r — which  should  take  several 
is — California's  S&Ls  have  just 
quit  making  30-year  loans,  tempo- 
opting  for  safe  five-year  loans  in- 

And  their  flow  of  deposits  has 
up  because  they  are  not  offering 
st  competitive  with  the  money 
—why  bring  the  money  in,  they 
i,  if  you  can't  lend  it  out  at  a  profit? 
if  the  State  Supreme  Court  and 
kown  haven't  made  life  miserable 
h,  Jim  Montgomery  has  another 
ntor  in  California's  S&L  commis- 
,  Linda  Yang.  She  recently  im- 

some  conditions  on  a  proposed 
r  between  Great  Western  and 
ir,  earnings-starved  Financial  Fed- 
n.  Great  Western  must  agree, 
lissioner  Yang  ruled,  to  meet  the 
:ry  average  lending  volume  to  so- 


called  low-loan  areas,  which  constitute 
about  40%  of  the  state.  It's  riot  that 
Montgomery  minds  lending  in  lower-in- 
come areas — he  has  been  near  the  indus- 
try average  for  several  years.  But,  he  bris- 
tles, "I  don't  think  government  ought  to 
impose  quotas  on  us."  That's  another 
reason  Great  Western  plans  to  walk 
away  from  its  state  charter. 

When  asked  what  she  thought  about 
the  flight  of  state  S&Ls,  Commissioner 
Yang,  holder  of  a  master's  degree  in  eco- 
nomics from  Columbia  University,  re- 
plied, "It's  too  early  to  tell.  The  last  chap- 
ter hasn't  been  written  yet."  Maybe  not, 
but  one  immediate  result  of  the  defec- 
tion will  be  a  reduction  in  Yang's  office 
budget,  which  is  funded  entirely  by  as- 
sessments on  the  state  S&Ls.  If  the  three 
other  defecting  S&Ls — Golden  West, 
Mercury  and  Financial  Federation,  as 
well  as  Great  Western  and  Ahmanson — 
are  granted  federal  charters,  the  state 
S&L  commission — Yang  and  a  staff  of 
150 — will  lose  more  than  one-third  its 
budget.  That's  rough,  but  as  Jim  Mont- 
gomery knows,  not  nearly  so  rough  as 
watching  your  earnings  decline  85%  or 
90%  in  two  years.  ■ 


ng  to  cut  even  a  paltry  $500  million  from 
benefits  of  retired federal  employees  usual- 
as  been  mission  impossible  on  Capitol  Hill 
\  time,  though,  it  may  be  different. 

The  best  little 
pension  in  town 


By  Desiree  French 


ast  year  Jimmy  Carter  tried  to 
cut  out  one  of  the  two  cost-of-liv- 
ing adjustments  built  into  the  pen- 
af  retired  federal  workers  in  order 
e  about  $500  million.  Predictably 
lost.  Shrugs  one  congressional 
:  "It  was  an  election  year."  But 
:ar  it  may  be  different.  For  the  first 
n  a  long  while,  something  may  be 
ibout  the  advantages  civil  service 
s  enjoy  over  the  rest  of  us. 
3e  sure,  $500  million  or  so  isn't 
in  a  $655  billion-a-year  govern- 
But  a  victory  over  the  well-orga- 
civil  service  retirees  would  have 
tance  far  out  of  proportion  to  the 
it.  Listen  to  Senator  William  Roth 


Jr.  (R-Del.),  for  example,  chairman  of  the 
Governmental  Affairs  Committee, 
which  oversees  federal  retirement  pro- 
grams: "People  are  increasingly  aware  of 
the  fact  that  the  country  is  in  [economic] 
trouble.  The  President  is  calling  for  a 
sacrifice.  Last  year  when  Mr.  Carter  pro- 
posed the  same  thing  it  wasn't  in  a  con- 
text that  people  took  seriously."  House 
Rules  Committee  Chairman  Richard 
Boiling  (D-Mo.)  says  it's  unfair  that  fed- 
eral retirees  get  twice  as  many  inflation 
adjustments  as  those  in  the  private  sec- 
tor. Here's  how  it  works:  Twice  a  year, 
in  March  and  September,  federal  pen- 
sioners receive  cost-of-living  hikes  based 
on  percentage  increases  in  the  consumer 
price  index  from  June  to  December  of 
one  year  and  from  December  to  June  of 


the  next.  Workers  who  retired  under 
Civil  Service,  one  of  the  largest  of  38 
federal  retirement  systems,  average 
$959.39  a  month  in  benefits,  nearly  3 
times  those  of  Social  Security.  In  March 
they  got  a  4.4%  raise,  and  in  September 
they'll  get  another  hike.  Social  Security 
provides  just  one  increase  a  year,  and 
only  after  the  CPI  increases  by  3%  or 
more.  Of  all  full-time  workers  in  the  pri- 
vate sector,  only  about  50%  are  even 
covered  by  pensions  and,  once  retired,  a 
mere  2.5%  receive  cost-of-living  adjust- 
ments— let  alone  twice  a  year. 

In  short,  federal  retirees  get  more  infla- 
tion adjustments,  and  they  get  the  hikes 
in  "real  time."  Most  everyone  else  must 
play  catch-up  a  year  later. 

The  federal  retirees  are  fighting,  of 
course,  to  keep  that  advantage  from  be- 
ing cut  in  half.  Says  Lillian  Gardner,  71,  a 
former  public  health  nurse,  "It  would  be 
like  losing  a  job  you've  always  had." 
Their  argument  is  this:  During  their  ca- 
reers, federal  retirees — most  of  whom  are 
not  covered  by  Social  Security — contrib- 
uted 7%,  sometimes  more,  of  their  pay 
toward  retirement.  The  rest  of  us  con- 
tribute less  than  that  to  Social  Security, 
6.65%  in  most  cases.  Because  they  con- 
tribute more,  federal  retirees  think  they 
deserve  more. 

But  consider:  It's  no  secret  that  the 
Social  Security  system  is  in  trouble  be- 
cause it  is  self-supporting;  no  other 
source  of  general  government  revenue  is 
available  to  it.  That's  not  true  of  the 
federal  employees'  retirement  fund.  Even 
though  the  workers'  7%  contribution 
(matched  by  the  government)  currently 
isn't  enough  to  cover  benefits  to  the 
more  than  2.5  million  retirees,  yet  the 
system  is  financially  sound.  Why?  Be- 
cause taxpayers  (who  have,  of  course, 
paid  the  workers'  salaries  to  begin  with) 
fund  the  deficit.  Last  year,  they  picked 
up  a  shortfall  of  $9.8  billion.  One  reason 
for  that  deficit:  The  average  retirement 
age  with  full  benefits  for  civil  servants  is 
58.6;  for  Social  Security,  it's  65. 

More  important,  Social  Security  is  not 
just  a  pension  system.  It's  been  tilting 
into  a  social  welfare  system,  a  tax  to 
support  the  poorer  segments  in  society. 
And  that's  a  tax  most  government  work- 
ers don't  pay. 

While  these  larger  issues  may  not  be 
addressed  by  Congress  this  year,  cutting 
out  one  of  the  two  cost-of-living  adjust- 
ments has  already  been  taken  up.  And 
even  lobbyists  like  Judith  Park,  legisla- 
tive director  for  the  National  Association 
of  Retired  Federal  Employees,  concede 
that  there's  a  good  chance  Congress  is 
now  steeled  to  its  task.  "We're  still  going 
to  fight  just  as  hard  as  last  year,"  says 
Park.  "But  it's  a  tougher  battle  because  of 
the  whole  economic  mood.  And  con- 
gressmen can  always  use  the  excuse  that 
they  have  to  support  the  President's  pro- 
gram." This  time,  it  may  be  different.  ■ 
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General  Motors'  new  strategy  is  the  old  mas- 
ter's game  plan  slightly  modified:  Don't  battle 
for  the  bottom  of  the  market;  upgrade  the 
product  and  the  customers. 


The  ghost  of 
Alfred  Sloan 


By  Jerry  Flint 


Detroit's  chronic  optimism  is 
the  mask  of  the  salesman  who 
simply  cannot  afford  to  be  any 
other  way.  At  General  Motors,  the  cur- 
rent troubles  seem  to  have  done  little  to 
dim  that  habit. 

For  example,  General  Motors  Chair- 
man Roger  Smith  talks  to  us  about  a 
possible  14  million  car-truck-sales  year 
in  1982  in  the  U.S.;z#.  maybe  12  million 
this  year.  Forbes  does  a  bit  of  quick 
arithmetic.  At  its  traditional  market 
share,  that  could  mean  a  7  million-unit 
year  for  GM,  we  figure. 

Seven  million  cars  and  trucks  in  1982? 
GM's  1978  record  is  almost  7  million. 

"I  hear  yuh,"  Roger  Smith  shoots 
back.  Meaning:  You're  damned  right. 

You'll  need  a  long  stick  to  rake  the 
money  in,  says  Forbes. 

"We're  not  in  the  business  to  lose 


money.  We  need  it,"  Smith  says.  GM 
needs  it,  among  other  reasons,  to  help 
produce  a  higher  price  on  its  common 
stock.  He  says  flatly  that  GM  wouldn't 
sell  new  common  shares  to  help  finance 
the  rebuilding  program  at  anything  like 
the  price  currrently,  when  GM  doesn't 
even  sell  at  book  value. 

"When  have  we  always  done  our 
best?"  Smith  asks,  elaborating  on  his 
theme.  "It's  when  we  are  coming  off  a 
bad  year  and  we're  mean,  lean  and  tough 
and  running  so  fast.  It  takes  us  a  while  to 
fatten  up  and  slow  dov/n  once  the  vol- 
ume hits  us.  Our  record  years  have  al- 
ways followed  downturns,  and  it  isn't 
because  the  volume  came  up.  It's  because 
we've  got  the  organization  so  hungry  and 
lean  that  they're  running  like  hell." 

Lean  and  mean  and  running  fast.  Of 
course,  GM  would  like  a  little  help,  in- 
cluding federal  relaxation  of  some  auto 
and  factory  regulations,  and  there's  a 


Half  the  battle 


Despite  the  industry  slump,  GM  holds  its  market  share  against  the  imports. 
Result:  a  growing  slice,  more  than  60%,  of  domestic  sales  against  depressed 
Detroit  competitors.  The  new  I  cars  should  reverse  this  year's  slippage. 
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friend  in  the  White  House  now,  and  p 
posals  for  easing  the  rules  are  coming 
little  help  in  Europe  wouldn't  hurt, 
ther.  Last  year  European  operations 
counted  for  $559  million  in  aftertax  ci 
it  losses.  English  GM  was  sick  as  usi 
German  GM,  the  usual  winner,  was  hi 
ing.  A  $2  billion  operation  is  abuildinj 
Spain  but  "nothing's  coming  out,"  nc 
Smith,  and  won't  until  early  1983. 

But  no  question.  GM  is  running  i 
rebuilding  its  plant  and  product.  "Thi 
going  to  be  the  biggest  year  ever,"  si 
Howard  Kehrl,  vice  chairman.  That's 
the  usual  new-model  hoopla.  Some 
GM  plants  will  be  making  four  all-r 
lines  of  fuel-efficient  vehicles  befor 
year  is  past. 

First  are  those  well-publicized  J  c 
front-wheel  drive,  88  horsepower  and 
to  30  miles  per  gallon  in  the  city,  47 
the  highway  (by  the  testers'  count).  T 
is  no  "people's"  car.  They  are  aimec 
the  top  of  the  import  market,  sligl 
bigger  and  more  expensive  than  Fo 
new  Escorts  and  the  VW  Rabbit.  T 
compete  with  $8,000  Hondas  and 
line  Toyotas  and  Datsuns.  Productio: 
under  way  in  two  plants  for  Chevrc 
Pontiac  and  a  few  thousand  to  Cadi 
for  a  $14,000  version.  As  more  pis 
start,  Buick  and  Olds  will  get  version 

With  the  Canadian  plant,  tr 
eventually  will  have  1.2  mil] 
North  American  capacity, 
that  volume  is  what  produces  big  pro: 
There's  huge  leverage  in  the  auto  b 
ness  but  you  don't  get  it  working  m 
for  you  under  a  half-million  units; 
million-plus  the  profits  on  higher-pn 
cars  can  be  enormous.  J  car  costs 
volume  will  be  spread  around  the  wc 
with  production  also  slated  in  the  L 
Brazil,  West  Germany,  Japan,  South  / 
ca  and  Australia. 

But  the  J  cars  are  only  the  start  of 
product  parade.  Next  fall  there  will 
new  front-wheel-drive  intermediate- 
car,  the  "A"  body  in  GM's  alpha 
with  four  plants  for  1  million  capa 
for  this  more  expensive  car.  "Event 
ly  that  will  be  the  high-volume 
guesses  Kehrl. 

GM's  strategy  comes  into  clear  fc 
now.  Kehrl  talks  about  the  intermed 
A  ultimately  being  GM's  big  seller.  T 
is  aimed  above  the  bottom  of  the  im 
market.  It's  clear  the  corporation 
about  to  contest  the  market  for  I 
transportation  with  the  Japanese 
rather  will  remain  where  it  has  alv 
been:  dominant  in  the  fat  middle  of 
market,  where  most  buyers  aspire  it 
and  where  profits  are  high.  Only  r 
GM  will  be  there  with  light,  fuel- 
cient,  but  hardly  the  tiniest  cars. 

For  additional  fuel  economy,  the 
intermediates  will  have  available  a 
V-6  diesel  as  an  extra  cost  option 
gives  a  combined  city-highway  35 
average,  and  the  gasoline  engine 
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Coming  up:  at  right,  GM's  mid-size  A 
body  due  this  fall,  probably  the  big- 
gest seller  tomorrow;  middle,  the 
sporty  Camaro- Firebird  type  also  due 
this  fall.  Coming  later:  left,  Pontiac's 
two-seat  plastic  sportster. 


:lose  to  30  combined.  "I  defy  you 
)w  it's  a  diesel,  it's  that  good/' 
says.  "I  always  live  in  deadly  fear 
day  the  light  turns  green  and  you 
let  across.  This  one,  before  that 
ets  warmed  up,  it  will  be  across." 
:'s  not  all  coming  this  fall:  There 
:  a  new,  lighter,  sporty  car,  prob- 
ringing  top  dollar,  the  Chevy  Ca- 
nd  Pontiac  Firebird,  with  800,000 
capacity.  There  will  be  a  new  tiny 
too,  the  first  such  model  by  a 
t  company,  the  type  the  Japanese 
red,  and  sell  here  by  the  hundreds 
isands,  to  be  built  in  three  plants, 
le  autumn  of  1982  GM  will  tackle 
dier-priced  top  of  the  market  and 
ith  a  new  front-wheel-drive,  high- 
:age  "B"  body  for  Oldsmobile, 
ind  Cadillac.  Finally,  the  following 
a  new  minicar  will  be  in  produc- 
Spain,  later  in  the  U.S.  possibly, 
i  three-cylinder,  60-mpg-on-the- 
ly  engine. 

he  strategy  is  committed.  There's 
ling  back.  GM  is  going  to  concen- 
m  what  market  people  call  "up- 
t"  product. 

buyers  in  that  "up  market"  want 
',  the  quality  they  have  heard  the 
ns  and  Japanese  build  into  their 
loors  and  hoods  that///,  paint  that 
th  everywhere. 

m't  say  we  don't  have  troubles,  we 
have  troubles,"  says  Kehrl.  "We 
in  each  program."  The  J  cars  are 
ed  to  be  better,  he  says.  For  exam- 
:  side  of  the  new  J  four-door  will  be 
:d  out  of  one  piece  of  metal,  not 
:d  from  several  and  then  welded 
ir.  This  means  fewer  joints  and 
pots  and  a  better  fit. 
his  is  well  and  good  but  GM  seems 
k  that  new  product,  new  manufac- 
methods,  new  types  of  automa- 
on't  turn  the  tide  so  long  as  it 
lse  $20-an-hour  labor  to  compete 
12-an-hour  Japanese  labor.  GM  al- 
bas talked  about  contract  reduc- 
but  its  union,  the  United  Auto 
rs,  has  said  "no"  so  far,  and  only 
)  Chrysler  when  bankruptcy  was 
amative. 

test  may  come  in  the  fall  of  1982, 
is  new-contract  time.  Smith  pre- 
lere  will  be  none  of  the  old  mid- 


night Sept.  14  strike-or-settle  crisis. 

"We  and  the  union  are  going  to  find 
ourselves  working  to  protect  the  work- 
er," he  says.  His  big  target:  Pay  for  time 
not  worked.  The  question  is:  "Do  we 
want  all  this  pay  for  time  not  worked  or 
do  we  want  our  jobs?"  He  doesn't  just 
mean  the  "paid  personal  holidays,"  paid 
days  off  scattered  throughout  the  year, 
the  UAW's  way  of  winning  a  four-day 
week.  He  talks  about  curbing  "excess 
relief  time" — the  job  breaks — and  about 
some  workers  having  little  to  do  because 
of  "work  standards."  Those  are  dyna- 
mite items  with  the  UAW. 

"I  didn't  say  it  was  going  to  be  easy," 
he  says.  A  not-so-subtle  hint  to  the 
union:  "Listen,  we  didn't  sell  Terex 
(which  made  earth-moving  equipment) 
or  Frigidaire  because  we  thought  the 
plants  weren't  clean.  We  didn't  close  the 
New  Departure  plant  in  Clark,  N.J.  be- 
cause we  didn't  like  the  color  of  the 
brick.  It's  because  of  labor  costs." 

While  Smith  didn't  bring  it  up, 
everyone  knows  GM  and  Ford 
have  shifted  production  of  some 
major  components  abroad.  If  the  union 
doesn't  take  the  hint,  the  U.S.  may  face  a 
miserable  choice:  the  loss  of  thousands 
of  additional  jobs,  or  rigid  protectionism, 
which  would  be  bad  news  for  the  con- 
sumer and  worse  news  for  the  world 
trade  on  which  prosperity  depends. 

Profit-sharing  with  union  members 
could  be  GM's  quid  pro  quo.  "If  the  em- 
ployees give  up  labor  costs  to  make  us 
more  profitable,  they're  entitled,  I  be- 
lieve, to  share  in  it."  Why  didn't  GM 
offer  profit-sharing  before?  "They  always 
wanted  it  on  top  of  something.  Well,  this 
is  not  going  to  be  on  top  of  something, 
but  in  place  of  something,"  he  says. 

Won't  getting  concessions  in  the  fall  of 
1982  be  impossible  if  GM's  earnings  re- 
cover? "It's  always  easier  to  get  a  favor- 
able contract  in  a  bad  year,"  Smith  ad- 
mits. "But  this  is  a  long-term  struggle 
between  the  American  worker  and  his 
Japanese  counterpart." 


Roger  Smith  isn't  just  picking  on  the 
UAW.  "Lean,  hungry,"  he  said,  meaning 
in  part  that  a  lot  of  "old  Charleys"  are 
going  to  be  let  go.  Smith  is  telling  man- 
agement that  the  old  GM  tradition — jobs 
protected  by  seniority — is  out. 

"We  said  that,  with  what  we  see  com- 
ing down  the  road,  we've  got  to  get  it 
back  to  Mr.  [Alfred]  Sloan's  old  principles 
of  decentralization,"  Smith  adds.  "We've 
gotten  too  big,  particularly  here  at  the 
central  office.  We've  gotten  too  big  at  the 
divisions  and  built  up  too  heavy  a  staff." 

There'll  be  fewer  day-to-day,  week-to- 
week  reports  coming  in  to  headquarters. 
"We're  going  to  set  major  objectives  and 
then,  at  the  end  of  the  year,  he's  got  to 
have  his  objectives  met.  There's  going  to 
be  more  of  the  bonus  allocated  on  the 
basis  of  performance,  and  there's  more 
risk;  and  the  risk  is  promotion  and  hang- 
ing on  to  your  job." 

For  all  this  whirlwind  of  activity,  a 
gaping  question  remains:  Can  GM  get 
back  to  its  old  profitability?  Unless  the 
answer  is  "yes,"  and  fairly  soon,  at  that, 
GM  may  have  to  scale  back  and  cut  back 
its  ambitious  rebuilding  and  product  pro- 
gram— a  new  plant  to  be  built  at  Kansas 
City  has  just  been  delayed — which  would 
give  its  competitors,  the  foreign  ones  in 
particular,  an  opportunity  to  steal  an- 
other march.  GM's  long-term  corporate 
goal,  Detroit  legend  has  it,  was  a  20% 
aftertax  (this  was  before  taxes  grew,  of 
course)  return  on  investment  according 
to  a  formula  worked  out  in  the  1920s  by 
the  late  Alfred  P.  Sloan  Jr.,  the  creator  of 
the  modern  General  Motors,  and  his  fi- 
nancial aide,  Donaldson  Brown.  At  20% 
on  stockholders'  equity,  GM  would  earn 
$12  a  share  on  the  current  numbers, 
close  to  $4  billion. 

Trouble  is,  GM  is  no  longer  so  domi- 
nant that  it  can  set  prices  at  whatever 
level  it  needs  to  get  a  given  return  on 
investment.  It  has  lost  control  of  pricing 
at  the  low  end — the  Japanese  are  the 
power  there — and  even  its  higher-priced 
cars  mustn't  march  too  far  from  the 
competition.  At  best,  it  can  hope  to  re- 
gain control  of  costs.  Says  Smith:  "The 
market  is  setting  the  prices  now,  the 
costs  are  controlled  by  inflation,  and 
you've  got  to  hang  in  there  and  see  what 
you  get  in  the  end  in  terms  of  profit. 
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That's  why  those  empty  desks  are  down 
there.  There  are  lots  of  them.  We've  got 
to  learn  to  run  thinner." 

GM  still  uses  those  return-on-invest- 
ment  guidelines,  particularly  on  make- 
versus-buy  decisions  and  on  new-product 
decisions,  but  20%  is  on  the  high  side 
now,  says  Smith.  "Let  me  tell  you  what 
it's  now  governed  on,  the  things  that 
have  to  be  done.  A  lot  of  our  investments 
now  are  not  discretionary.  We  have  to  go 
in  and  do  it  to  get  our  car  lines  done.  We 
have  to  turn  some  of  the  plants  around." 

Today  GM  has  another  guideline,  too, 
he  says:  return  on  investment  in  fuel 


economy.  "This  guy  wants  to  put  an 
aluminum  deck  lid  on,  somebody  else 
has  a  new  idea  for  fiberglass  leaf  springs, 
somebody  else  has  a  different  idea.  You 
list  all  those  things  up  there  and  look  at 
them  and  rate  them  by  their  fuel-econo- 
my return.  It's  a  new  thing.  If  you  sat  Mr. 
Sloan  and  Mr.  Bradley  (Albert"  Bradley, 
who  with  Sloan  led  GM  in  its  growth 
years|  down  and  showed  that  to  them 
now,  they'd  say,  'What  in  heaven's  name 
are  you  doing?'  " 

Alfred  Sloan  might  wonder  about  a 
good  many  things  that  are  happening — 
or  didn't  happen.  For  example: 


•  GM.  now  plans  to  buy  robots  b) 
thousands  but  fell  far  behind  such 
vanced  technology,  not  only  to  the 
nese  but  also  to  Chrysler.  And  car  te| 
say  GM's  X  body  cars  are  no  better , 
battered  Chrysler's  K  bodies  whicri 
even  a  bit  stingier  on  fuel. 

•  Price  increases  the  past  year  a 
$1,235,  or  13.2%  uncompounded, 
ting  the  average  GM  car  at  $10,200. 
ting  back  to  decent  profits,  past  S 
share,  depends  on  buyers  willing  tc 
that  and  more.  This  may  be  a  hard  s 

•  Talk  of  improving  quality  isn' 
same  as  improving  quality.  Long 


GM's  theory  of  relativity 


General  Motors  made  a  lot  of  money  on  big  cars  in  the  old, 
pre-OPEC  days.  The  table  below  shows  that  GM  thinks  it 
can  do  it  again.  Everyone  is  scaling  down  and  lightening 
up  their  cars,  but  GM  is  clearly  driving  at  the  relatively 
heavy  end  of  the  price  scale.  The  table  groups  selected 
styles  of  all  the  U.S.  makers'  passenger  car  models  by  base 


Chevrolet 


Pontiac 


-General  Motors- 
Oldsmobile 


Buick 


Cadillac 


Ford 


-Ford  Motor- 
Mercury 


Lin 


$4,000-4,999     Chevette  Scooter 


$5,000-5,999  Chevette 


T-'.OOO* 


Escort 
Escort  L 
Mustang  S* 


Lynx 
Zephyr 
Zephyr  S* 


$6,000-6,999 


Citation 
Camaro  Sport 
Coupe 
Chevette  (dieselj 
Malibu 


Phoenix 
Phoenix  LJ 


Omega 


Skylark 


Escort  GL 
Escort  GLX 
Escort  SS 
Mustang 
Mustang  Ghia 
Fairmont 
Fairmont  Futura 
Granada 


Capri 

Zephyr  Z-7 
Cougar 


$7,000-7,999 


Camaro  Berhnetta 
Malibu  Classic 
Monte  Carlo  Coupe 
Impala 

Caprice  Classic 


Firebird  Coupe 
LeMans 
Grand  LeMans 
Grand  Prix 
Catahna 


Omega  Brougham 
Cutlass 


Skylark  Sport 
Skylark  Ltd. 
Century 


Granada  GL 
Granada  GLX 
Thunderbird 
LTD  S 
EXP* 


Capri  GS 
LN7* 


$8,000-8,999 

Camaro  Z-28 

Firebird  Esprit 

Cutlass  LS 

Century  Ltd. 

LTD 

Cougar  XR-7 

Monte  Carlo 

Firebird  Formula 

Cutlass  Brougham 

Regal 

LTD  Crown 

Marquis 

Landau 

Firebird 

Cutlass  Supreme 

Regal  Ltd. 

Victoria 

Caprice  Classic 

Trans  Am 

Cutlass  Supreme 

LeSabre 

Landau 

Grand  Prix  LJ 

Brougham 

LeSabre  Ltd. 

Bonneville 

Cutlass  Calais 

Delta  88 

Delta  88  Royale 

Delta  88  Royale 

Brougham 

$9,000-9,999 

Grand  Prix 

Regal  Sport  Coupe 

Thunderbird 

Marquis 

Brougham 

Town  Landau 

Brougham 

Bonneville 

Grand  Marquis 

Brougham 

$10,000-10,999 

Ninety-Eight  Luxury 

$11,000-11,999 

Ninety-Eight 

Electra  Ltd. 

Thunderbird 

Regency 

Heritage 

$12,000-13,999 

Firebird 

Toronado 

Riviera 

Turbo  SE* 

Electra  Park 

Avenue 

$14,000-16,999  Corvette  Riviera  T  Type     deVille  Tow 


Above  $17,000  Eldorado  Con 

Fleetwood  Mt 
Fleetwood 

Brougham 
Limousine 
Formal  Limousine 
Seville 


'New  model 
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z  used  to  brag  about  "zero  defects" 
ver  came  close.  Will  those  well- 
zed  robots  and  new  work  atti- 
jM  says  are  abuilding  really  make 
ence? 

le  UAW  may  not  be  willing  to  give 
'thing;  GM's  bargainers  haven't 
lany  concessions  in  the  past.  In- 
hey  locked  themselves  into  self- 
lating  wage  increases — an  auto- 
?%  with  cost-of-living  insurance, 
itributory  30-year  and  25-and-out 
is  and  ever-expanding  medical 
*e,  which  now  costs  more  than 
per  employee  a  year. 


Sloan  might  wonder  about  some  GM 
product  decisions,  as  well: 

Take  its  diesel  engines,  not  the  new 
V-6s  coming  this  fall  but  the  older 
V-8s  used  in  expensive  big  cars. 
There  have  been  stories  of  major  prob- 
lems, some  caused  by  water  in  the  oil, 
which  damages  the  engine.  "We  never 
knew  people  were  selling  water  for  $1.37 
a  gallon  and  calling  it  diesel  fuel,"  admits 
Chairman  Roger  Smith.  But  GM  is  the 
biggest  maker  of  diesel  engines — for 
trucks — and  should  have  been  aware  of 
potential  problems. 

•  Then  there's  the  Cadillac  4-6-8  en- 


gine, which  turns  off  cylinders  to  save 
fuel,  which  is  certain  to  cause  trouble 
and  has.  GM  is  likely  to  use  this  engine 
just  one  year,  which  means  antagonizing 
its  richest  buyers  for  a  one-year  wonder. 

•  There's  the  decision  to  build  a  small 
Cadillac  off  the  J  body.  This  is  supposed 
to  be  a  "fun-to-drive"  car.  But  the  com- 
petition, German  BMWs  and  Audis,  run 
0  to  60  in  10  to  11  seconds.  The  "fun" 
Cadillac  does  it  in  15  to  16  seconds  and  it 
will  take  years  to  wipe  the  smirk  off  the 
BMW- Audi  crowd,  the  sales  target. 

The  biggest  question  of  all,  the  one  on 
which  the  fate  of  the  company  rests,  is: 


■  price — no  options.  The  top  three  imports  in  the  U.S. 
t  have  also  been  included.  For  simplicity,  we've 
l  only  the  four-door  sedan,  where  possible,  to  repre- 
i  entire  model  line.  (Not  shown  are  Chrysler's  import 
I,  like  the  Colt  and  Challenger,  made  by  Mitsubishi 
>  of  Japan.)  How  do  they  measure  up?  GM,  though 


well  represented  throughout  the  price  spectrum,  clearly  domi- 
nates the  high  end  with  16  models  above  $10,000,  compared  with 
Ford's  3  and  Chrysler's  2.  Meanwhile,  watch  the  action  in  that 
lower  right  corner:  The  Japanese  are  infiltrating  the  $10,000-plus 
sector  of  the  market  with  a  total  of  six  small-car  entries.  Can  a 
"Toyota  Seville"  be  far  off? 


 Chrysler  

Dodge  Chrysler 

Imperial 

American  Motors 

Toyota 

Datsun 

Honda 

Spirit 

Corolla  Tercel 

210 

210  MPG 

Civic  1300 

iser* 

Omni  Miser* 
Omni 

Spirit  DL 
Concord 

Eagle  Kammback* 

Starlet* 
Corolla  Tercel 

Deluxe 
Corolla 

Corolla  Deluxe 

210  Deluxe 
310 

Civic  1500-DX* 

stom* 


Omni  024 

Aries 

Aries  Custom* 
Diplomat  Sport 
Coupe 


LeBaron  Special 


Concord  DL 
Concord  LTD 
Eagle  Kammback 

DL* 
Eagle  SX/4* 


Corolla  Tercel  SR-5 
Corolla  Tercel  SR-5 

Sport  Coupe 
Celica  ST  Sport 

Coupe 
Corona  Deluxe 


510 

310GX 


Civic  1500-GL 


Aries  SE* 
Diplomat  Salon 
St.  Regis 


LeBaron  Salon 
Cordoba  LS 


Eagle  DLSXM*        GhiaGT  Sport         200  SX 

Coupe  810  Deluxe 

Celica  GTA  Sport 
Coupe 

Corona  Luxury 
Edition 


Accord 

Prelude  Coupe 


Diplomat  Medallion  LeBaron  Medallion 
Mirada  Cordoba 
Newport 


Eagle  DL 
Eagle  Ltd. 


Accord  LX 


New  Yorker  810  Maxima 


Celica  Supra  280  ZX  Coupe 

Cressida 


280  ZX  2  +  2  GL 
Coupe 
280  ZX  Turbo* 


Imperial 
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What  if  the  old  up-market  strategy, 
modified  now  with  an  emphasis  on  fuel 
economy,  doesn't  work?  What  if  it  turns 
out  that  the  automobile  market  has  been 
reduced  to  a  commodity  market  with  a 
thin  layer  of  specialty  and  superluxury 
cars  on  the  fringe;  tens  of  millions  of 
Toyota  types  and  a  few  hundred  thou- 
sand BMWs,  Rolls-Royces  and  Datsun 
280Zs?  If  that  is  the  case,  GM  will  sur- 
vive, but  at  a  low  level  of  profitability. 

But  Mr.  Sloan  wouldn't  disagree  with 
this  strategy  because  it's  just  the  one  he 
and  the  old  masters  at  General  Motors 
created  to  win  domination.  They  didn't 
build  the  cheapest  cars;  they  figured  the 
Americans  of  the  1920s,  and  later  the 
1940s  and  1950s,  wanted  something  bet- 
ter and  were  willing  to  pay  more  for  it. 
And  the  volume  grew  so  big — the  econo- 
mies of  scale — that  GM  matched  the 
competition  on  price,  too. 

Will  the  old  strategy,  reformulated 
now,  work?  Can  you  still  give  the  cus- 
tomers 10%  less  car — at  least  in  size — 
and  charge  them  20%  more  money  for 
it?  Are  the  customers  willing  to  take  a 


bit  less  fuel  economy  than  the  smaller 
minicars  to  get  additional  space  and  a 
better  ride — as  the  buyers  of  the  1920s 
did  when  they  turned  away  from  Henry 
Ford's  Model  T  and  bought  Alfred  Sloan's 
more. expensive  Chevrolets? 

The  old  strategy  has  two  things  go- 
ing for  it.  One  is  that  America  still 
is  a  land  of  footloose  people;  it's 
not  small  cars  they  want  but  fuel-effi- 
cient cars.  GM's  other  great  strength  is 
its  size  and  operating  efficiency.  Only 
GM  can  produce  a  variety  of  car  lines, 
each  with  sales  volume  in  the  1  million 
range,  where  profits  begin  to  mount. 

All  this  assumes,  of  course,  that  oil 
isn't  going  to  $100  a  barrel  very  quickly. 
That  would  call  for  another  technological 
revolution  and  force  GM  into  another 
orgy  of  spending  like  the  current  one. 
Such  a  second  revolution  in  the  next 
couple  of  years  seems  unlikely.  Changes 
from  here  will  more  likely  be  evolution- 
ary. Alex  Mair,  who  heads  GM's  techni- 
cal staff,  thinks  85  mpg  is  possible  in  a 
four-passenger  diesel  but  possibly  not  for 
another  decade.  There's  plenty  of  work 


still  to  be  done.  But  even  an  accomplis 
ment  like  this  would  be  far  less,  propc 
tionally,  than  the  recent  changes  that  a 
taking  the  average  GM  car  from  12  mill 
per  gallon  in  1974  to  26  this  fall. 

When  the  current  rebuilding. prograj 
is  complete,  GM  will  have  a  depreciate 
flow  of  $5  billion  to  $6  billion  a  year; 
should  thus  be  able  to  finance  a  mc 
normal  level  of  capital  spending  out 
depreciation  once  more  and  resume  pa 
ing  generous  dividends. 

General  Motors  has  already  given  W 
Street  a  pleasant  surprise  in  those  pa 
tive  first-quarter  earnings;  The  Strc 
talks  earnings  of  $4  or  $5  for  the  full  ye 
Maryann  Keller,  the  queen  of  auto  an 
lysts  from  Paine,  Webber,  estimated  $1 
share  for  1982;  some  others  go  past  $ 
After  that?  Even  Chairman  Smith  ss 
the  days  of  $15  to  $20  a  share  are  "co 
ing."  He  just  won't  say  when.  Th« 
aren't  many  around  anymore  who  thi 
this  company  walks  on  water,  but  w« 
put  our  bets  on  GM.  There's  still 
question  that  it  remains  one  of  t 
world's  great  industrial  organizations. 


That  agreement  to  restrain  sales  of  Japanese 
cars  won't.  But  it  gives  the  Japanese  credit  for 
something  they  might  have  done  anyway. 

Less  than  meets 
the  eye 


By  Jerry  Flint 


The  so-called  agreement  to  re- 
strain   Japanese    auto  imports 
might  not  reduce  their  U.S.  auto 
sales  much  at  all. 

Under  the  terms  of  the  highly  publi- 
cized agreement  with  the  Reagan  d- 
ministration,  the  Japanese  agreed  volun- 
tarily to  reduce  shipments  to  1.68  mil- 
lion cars  from  the  1.82  million  they  sent 
to  the  U.S.  in  calendar  1980.  That  seerns 
to  mean  that  Japanese  carmakers  would 
have  140,000  fewer  cars  to  sell  in  the 
U.S.  this  year. 

But  the  Japanese  date  that  one-year 
agreement  from  Apr.  1,  and  in  recent 
months  they  have  been  shipping  like 
mad.  In  the  1981  model  year,  from  last 
September  through  the  end  of  March,  the 
Japanese  shipped  122,000  more  cars  than 
they  had  the  previous  year.  Those  ship- 
ments were  not  in  response  to  any  sales 


surge;  sales  of  Japanese  cars  in  the  U.S. 
have  only  matched  levels  of  the  previous 
model  year. 

So  the  shipments  have  built  inven- 
tories for  Japanese  dealers  in  the  U.S., 
who  will  now  have  about  as  many  cars  to 


Toyotas  waiting  at  the  dock  at  Nagoya 
Gains  by  Honda  and  Mazda  may  slow. 


sell  this  year  as  they  had  to  sell  last  yei 

That  makes  the  agreement  look  lik 
lot  less  of  a  sacrifice  than  is  being  talk 
about.  Moreover,  in  a  year  when  Toy« 
sales  are  down  2%  and  Datsun  sales 
off  11%,  Japanese  carmakers  as  a  gro 
would  probably  have  been  trimmi 
back  shipments  anyway — especially 
the  new  General  Motors  and  Ford  mi[ 
els  look  to  be  capturing  customers. 

In  addition,  the  1.82  million  cars 
Japanese  use  as  an  export  figure  is  a 
low.  American  customs  officials  coun 
2  million  last  year.  The  Japanese  dt 
include  autos  aimed  at  Puerto  Rico 
vehicles  like  the  Subaru  Brats,  wh 
look  like  trucks  but  which  Subaru  wa 
counted  as  cars  here.  And  the  figu 
don't  include  the  hundreds  of  thousai 
of  small  trucks  exported  to  the  U.S. 

The  agreement's  biggest  competit 
effect  may  be  on  the  Japanese,  not 
American,  companies.  The  surging  cc 
petitors  like  Honda  and  Mazda  might 
their  growth  stopped  while  Toyota  a 
Datsun  hold  their  positions — just 
when  the  caution  flag  is  out  in  a  car  ra 

When  all  is  said,  the  only  restrain 
effect  of  this  agreement  may  be  psyc 
logical.  If  American  buyers  shy  from  1 
anese  dealerships  believing  that  fc 
cars  are  available,  or  if  those  dealers  p 
on  supposed  scarcity  to  hike  charges 
"undercoating"  or  "dealer  preparatic 
that  could  help  American  car  sellers. 

But  Chevrolet  General  Manager  R| 
ert  Lund  has  the  best  perspective  on 
whole  business  when  he  says,  "The  i 
solution  to  the  problem  is  to  beat 
competition  in  the  marketplace." 
seldom  win  football  games  by  negot 
ing  with  the  other  team.  ■ 
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IELAND  TODAY 


W°.  the  highest  return 
>n  investment  anywhere 
n  Europe. 


REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 

department  of  Commerce  statistics  for  the  period  '74-79  show  a  29.4%  average  annual  return  on  investment  for  US  manufacturers 
ted  in  the  Republic  of  Ireland  -  twice  the  European  average. 

'A  IrGldnd  ^ne  ,nsh  government's  industrial  development  agency  has  offices  in  New  York,  Tel  (212)972-1000: 

itrial  development  authority     Chicago,  Houston,  Los  Angeles,  Cleveland,  San  Francisco,  Boston  and  Fort  Lauderdale. 

inouncemeni  is  published  by  IDA  Ireland,  200  Park  Avenue,  New  York  1001 7,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  ot  Ireland, 
aterial  is  tiled  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  tor  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Govemme 


What  if  you  chos 

as  a  busines 


New  price -performance 
for  distributed  processing. 

The  new,  top-of-the-line  HP  3000 
Series  44  computer — with  advanced 
systems  software — makes  it  easy 
for  novices  to  enter,  process,  and 
retrieve  data  from  up  to  96  termi- 
nals. Thus,  it's  a  powerful  tool  for 
high-volume  distributed  data  pro- 
cessing. And,  as  a  member  of  the 
compatible  HP  3000  family,  the 
Series  44  uses  HP's  award  winning 
data  base  management  software, 
and  can  be  networked  for  instant 


'At  Media  General,  HI 
3000  distributed  sysfc 
have  paid  for  themselv 
less  than  two  years." 

Media  General — headquarter 
Richmond,  Virginia — owns  n» 
paper,  broadcast,  and  newspr 
manufacturing  operations  thr 
out  the  U.S.  The  firm  automa 
the  classified  advertising  and 
subscription  operations  of  se\ 
member  newspapers  with  six 
the  11  HP  3000  computers  insi 

Walter  Waleski,  Director  of  In 
tion  Services,  says,  "These  H 
terns  enabled  us  to  improve  ai 
racy  and  reduce  throughput  t 
substantially,  and  provide  bet 
information  services  to  adver 
and  staff.  As  a  result,  we've  n 
only  improved  cash  flow  and 
annual  operating  expenses  si; 
cantly  we've  increased  our  ci 
tion  base  and  ad  revenues.  A) 
because  the  system  is  so  easy 
expand  and  upgrade,  we  can 
pace  with  rapid  growth  withe 
penalty." 


information  access  and  resource 
sharing.  Update  kits  for  smaller 
3000's  are  available. 


World's  most  powerful 
computer  CPU  chip. 

HP  has  developed 
a  new  proprietary 
chip  containing 
450,000  transis- 
tors, more  than  double  the  nu 
previously  considered  the  tec 
logical  limit.  Shown  here  besi 
a  paper  match  at  2X  magnificc 
this  central  processor  chip  is  a 
example  of  the  leading  edge  t 
nology  that  keeps  HP  compul 
among  the  world's  most  adva 


[ewlett  -  Packard 
Mnputer  partner? 


"At  GTE  Electrical 
Equipment  Group,  our 
HP  3000  computers  will 
pay  for  themselves  in 
under  three  years." 

GTE's  Electrical  Equipment  Group 
in  Waltham,  Massachusetts,  makes 
power  distribution  and  motor  con- 
trol devices.  The  Group  gained 
control  over  materials  management 
operations  in  two  of  its  manufactur- 
ing facilities  with  the  help  of  two 
HP  3000  computers. 

MIS  Director  Edward  O'Grady  re- 
ports, "The  high  cost  of  money  re- 
quired that  we  improve  the  accuracy 
and  timeliness  of  materials  informa- 
ation  to  reduce  inventory  while 
improving  customer  service.  The 
advanced  systems  software  and  reli- 
ability of  the  HP  systems  enabled 
us  to  integrate  and  standardize  our 
decentralized  materials  management 
operations  quickly  and  efficiently. 
Now  that  we  are  gaining  the  control 
we  need,  we  should  improve  cash 
flow  significantly." 


n  be  your  technical 
iter  partner  too! 

offers  a  range  of  technical 
rs,  instruments,  and 
r-based  measurement  sys- 
R&D,  design,  production, 
ity  assurance, 
iple,  the  new  HP  1000 
microsystem  is  the  smal- 
est-priced  complete  system 
amily  of  real-time  com- 
t  is  easy  to  configure  for  a 
ige  of  industrial  and  lab  op- 
and  uses  software  pack- 


ages upwardly 
compatible 
throughout  the 
HP  1000  line,  in- 
cluding network- 
ing,  data  base 
management,  and 

graphics.  Prices  start  at  under  $10,000 
(domestic  U.S.  prices  only). 


When  performance  must 
be  measured  by  results 


A  working  partnership 
with  HP. 

For  more  information  about  the  HP 
3000  Series  44  computer  system, 
write  to  Stephen  Browning,  Bldg. 
19L,  Hewlett-Packard  Company, 
1504  Page  Mill  Road,  Palo  Alto,  CA 
94304. 
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If  our  corporations  can't  easily  compete  with 
the  Japanese,  Wall  Street  and  its  emphasis  on 
quarterly  earnings  comparisons  bear  much  of 
the  blame.  So  says  Peter  Drucker. 


The  wrong 
bottom  line 


push  companies  into  short-term  think- 
ing. And  we  have  the  takeover  pressure, 
which  may  be  greater.  I  know  a  number 
of  high-technology  companies  that 
should  plow  back  money  long  term,  and 
know  it,  and  don't  do  it  because  the 
pension  funds  are  their  source  of  capital. 
The  companies  have  to  maintain  those 
40-P/E  ratios.  The  moment  they  show 
one  quarter  with  disappointing  results, 
the  pension  funds  unload  and  they  are 
being  snapped  up  by  Gulf  &  Western  or 
Brascan  or  whichever  piranha  is  out 


By  James  Flanigan 


Peter  Drucker  is  always  lively. 
Having  brought  out  his  17th  book 
[Toward  the  Next  Economics,  Harper 
&.  Row,  $1 1.95),  the  71-year-old  business 
strategist,  philosopher  and  teacher  sat 
down  with  Forbes  recently  and  spoke 
bluntly  about  what's  wrong  with  U.S. 
management. 

Drucker:  We  have  a  real  problem  in 
American  business  in  that  the  pension 
funds,  our  way  of  capital  intermediation, 


As  I  See  It 


there.  So  we  have  to  find  a  way  to  t 
ance  a  great  achievement — the  pens 
fund — with  some  way  of  managing 
the  long  term.  And  I  don't  know  the  w 

Forbes  :  We  often  hear  invidious  comp\ 
sons  between  American  business  and  thai 
Germany  and  Japan.  How  is  their  method 
financing  better  than  ours? 

The  Japanese  and  Germans  use 
commercial  banks.  The  best  examp! 
know  is  that  of  the  Deutsche  Bank  a 
Siemens.  The  most  successful  Europi 
company  today  is  probably  Siemens.  1 
Deutsche  Bank,  which  has  been  c 
nected  with  Siemens  since  before  19 
probably  gets  at  least  one-third  of 
income  from  that  one  account.  Direci 
and  through  shares  of  its  customers 
posited  with  the  bank,  Deutsche  B 
probably  controls  50%  of  Siemens'  shl 
capital.  And  yet  you  notice  that  Sieme 
dividend  is  perhaps  3%  or  4%  of 
revenue  that  Deutsche  Bank  gets  fr 
Siemens. 

The  rest  is  from  bread-and-butter  cc 
mercial  business,  letters  of  credit,  dep 
its,  commercial  loans,  export  and  imp 
credit.  So  the  bank  has  little  interest 
the  Siemens  dividend.  And  it  has 
interest  in  any  capital  gain  in  Siem 
stock.  The  stock  price  is  irrelevant  to 


Philosopher,  teacher,  author  and  raconteur  Peter  Drucker 
Shortness  of  vision  can  make  one  prey  to  the  piranha. 
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This  is  one  of  our  home  states:  Wisconsin 

\Msconsinte 


In  its  winding  course  to  the  Mississippi,  the  Wisconsin  River 
powers  enough  plants,  factories  and  mills  to  make  it,  easily,  "tfo 
hardest  working  river  in  the  nation.1' 

And  through  that  same  course,  especially  through  that 
canoeist  paradise,  the  Wisconsin  Dells,  it  is,  with  equal  ease, 
one  of  the  world's  most  beautiful. 

Like  their  river,  Wisconsinites  see  no  contradiction  betweer 
hard  work  and  natural  beauty.  At  the  University  of  Wisconsin 
at  Madison,  their  students  are  expected  to  work  hard — and 
also  to  enjoy  one  of  the  loveliest  campuses  in  the  country. 
Their  fertile  farmlands,  dotted  with  silver-topped  silos,  are  an 
ode  to  rural  beauty— and  productive  enough  to  make  them  th( 
nation's  leading  producer  of  milk,  butter  and  cheese. 
Their  factories  turn  out  everything  from  sophisticated  machine: 
to  the  superbly-crafted  paper  for  one  of  our  famous  brands  of 
cigarettes —and  work  just  as  hard  at  preserving  the  environmei 
The  river  water,  for  instance,  that  enters  our  Wisconsin  Tissue 
Mills  leaves  our  plant  cleaner  than  it  entered. 
Wisconsinites,  in  short,  want  it  all.  And  having 
'  gotten  it,  they  love  to  celebrate  it.  Fairs  and  festivals 
celebrate  their  ethnic  diversity  (from  American  Indian 
through  Swiss,  German,  Polish,  Norwegian,  Dutch, 
Italian  and  a  dozen  others),  their  natural  bounty 
(corn  and  cranberries,  milk  and  apples),  and 
everything  else  that  appeals  to  them  from  fishing  for 
the  wily  musky  to  log-rolling  competitions. 

Go  for  a  festival,  or  just  to  relax— in  air  as  crisp 
and  clean  and  refreshing  as  a  glass  of  our  7UR 

And  if  you  do,  we  hope  you'll  stop  at 
the  home  of  our  Miller  Brewing  Company 
in  Milwaukee  and  join  us  in  a  glass 
of  our  Miller  High  Life,  a  beer  which,  like  Wisconsin, 
"has  it  all"  or  our  Lite  Beer  which  uhas  it  all — and  less." 

Philip  Morris  Incorporated 

Good  people  make  good  things. 

Makers  of  Marlboro,  Benson  &  Hedges  100's,  Merit,  Parliament  Lights,  Virginia  Slims  and  Cambridge, 
Miller  High  Life  Beer,  Lite  Beer  and  Lowenbrau  Special  and  Dark  Special  Beer; 
SflftM^  7  UP  and  Diet  7  UP 

^-t  Philip  Morris  operating  companies  in  Wisconsin  are: 

Miller  Brewing  Company  and  Philip  Morris  Industrial,  which  includes 
Milprint,  Nicolet  Paper  Co  ,  Koch  Label  Company  and  Wisconsin  Tissue  Mills  Inc. 


As  I  See  It 

bank.  But  the  pressure  on  Siemens'  man- 
agers— and  believe  me  those  German 
bankers  are  tough — is  to  build  the  busi- 
ness. The  bankers  can  look  five  years 
ahead  and  make  sure  the  managers  don't 
slight  the  research  expenditure. 

But  German  companies  do  have  substan- 
tial equity  capital  In  Japan  even  leading 
companies  have  debt  ratios  of  80%,  with 
little  equity  and  all  power,  as  we  understand 
it,  in  the  hands  of  the  government  and  the 
banks.  How  does  that  work? 

In  japan  the  role  of  the  banks  is  more 
extreme.  Share  holdings  are  tokens  of 
mutual  obligation.  Toyota,  for  example, 
owns  4%  of  Kawasaki  Steel,  and  Kawa- 
saki owns  8%  or  9%  of  Toyota  because 
Kawasaki  wants  the  sheet-steel  business 
from  Toyota  and  Toyota  wants  quality 
and  prompt  delivery  from  Kawasaki.  But 
the  stock  has  nothing  to  do  with  financ- 
ing the  business.  The  financing  is  bank 
loan,  legally  bank  loan.  But  the  Japanese 
distinguish,  without  ever  saying  so,  very 
sharply  between  the  part  of  the  bank 
loan  that  is  loan  and  the  part  that  is 
equity.  The  bank  doesn't  buy  shares  but 
gives  a  loan  that  is  80%  or  90%  of  the 
company's  capital.  And  the  bank  and  the 
company  both  know  that  half  of  the  loan 
is  equity,  which  means  it  may  not  be 
called  normally.  When  the  bank  calls  one 
yen  of  that  equity,  it  is  a  signal.  It  means 
the  bank  has  decided  that  the  company 
should  either  merge  or  change  its  top 
management. 

You  know,  when  the  Sultan  of  Con- 
stantinople wanted  to  get  rid  of  his  vi- 
zier, he  sent  him  a  silken  cord  to  strangle 
himself.  The  equivalent  of  that  in  Japan 
is  Mitsubishi  Bank  calling  up — not  the 
top  man,  but  much  further  down,  the 
assistant  treasurer — and  saying,  "Times 
are  tough,  credit  is  stringent .  .  .  what 
about  paying  us  100,000  yen  on  that  por- 
tion we  gave  you  eight  years  ago?"  And 
after  that  gets  up  to  top  management 
they  go  and  see  the  Mitsubishi  Bank 
president.  And  he  says,  "Ishikabasan, 
I've  been  worried  about  your  health.  I 
think  you  need  a  long  vacation.  And  to 
make  it  possible  for  you,  I  have  asked 
Isorasan  of  my  own  staff  temporarily  to 
move  in  as  president  of  your  company." 

This  puts  enormous  power  in  the  banks. 

Only  when  things  go  wrong.  The 
banks  cannot  abuse  it.  If  they  once  abuse 
it,  they've  lost  a  customer.  The  bank  will 
not  affect  management  until  the  clan  has 
huddled. 

But  thus  is  a  different  society. 

Totally.  But,  let  me  say,  the  banks 
therefore  have  no  interest  in  dividends 
because  they  don't  own  shares.  Their 
interest  is  covered  in  the  long-term 
growth  of  the  company  and  because  they 
make  their  money  on  the  commercial 
business. 


There  must  be  some  disadvantages  to  these 
bank  financing  systems? 

There  are  tremendous  disadvantages, 
especially  in  Germany.  No  new  young 
electrical  company  would  dare  go  near 
the  Deutsche  Bank.  And  this  is  terrible. 
How  do  they  finance  themselves?  The 
only  reason  the  American  multinationals 
could  buy  up  all  of  the  medium-size  Ger- 
man family  companies  was  that  they 
were  boxed  in.  You  go  to  the  Deutsche 
Bank  and  the  Deutsche  Bank  swears  that 
it  only  looks  at  what  is  in  the  best  inter- 
est of  the  new,  entrepreneurial  customer 
who  is  going  to  compete  in  some  area  of 
Siemens'  business.  But  who  is  going  to 
believe  it? 

And  in  Japan  you  have  a  very  similar 
pattern.  The  only  one  who  really  escaped 
it  is  Sony.  And  Sony  has  never  been 
forgiven.  When  I  first  went  to  Japan, 
Sony  was  getting  to  the  point  where  ev- 
erybody said,  "Sony  must  go  to  the 
banks  and  then  it  will  be  over.  The  banks 
will  make  sure  those  wild  men  behave." 


"The  greatest  weakness  of 
American  business  is  the 
greatest  strength  of  the  Japa- 
nese, management  of  people. 
And  all  their  ideas  came  from 
this  country.  Japan  has  a  tra- 
dition of  violent  labor  rela- 
tions. One  reason  for  the  rise 
of  the  military  was  the  labor 
strife  in  the  Twenties." 


You  know  what  Akio  Morita  [Sony's 
founder]  did?  He  took  a  plane  and  went 
to  Morgan  Guaranty  and  invented  the 
American  Depository  Receipt.  He's  a 
brilliant  man.  He  invented  a  form  of  fi- 
nancing without  the  help  of  any  lawyer. 
But  he  went  around  the  Japanese  system 
to  do  it  and  he  has  not  been  forgiven. 
When  the  Ministry  calls  in  the  electron- 
ics industry,  they  don't  call  in  Morita. 
They  think  he  made  fools  of  them. 

So  they  have  their  weaknesses,  too.  But 
what's  our  weakness? 

The  greatest  weakness  of  American 
business  is  people,  and  it  is  the  greatest 
strength  of  the  Japanese,  the  manage- 
ment of  people.  And  all  their  ideas  were 
imported  from  this  country.  Japan,  you 
know,  has  the  tradition  of  the  most  vio- 
lent labor  relations  of  any  country  in  the 
world.  One  reason,  not  the  only  one,  for 
the  rise  of  the  military  was  that  the 
average  Japanese  was  so  sick  and  tired  of 
labor  strife  in  the  Twenties,  of  bloody 
daily  shooting  and  mobs.  The  society 
was  close  to  civil  war,  and  lawless.  And 
so  it  welcomed  the  old  virtues  of  the 
military.  But  when  it  all  collapsed,  the 
Japanese  were  forced  to  realize  that  the 
labor  force  had  totally  changed.  It  wasn't 
the  illiterate  peasants  of  1900  anymore. 
And  they  then  said,  "Where  do  we  find  a 


new  concept?"  And  they  looked  to 
country.  All  Japanese  concepts  of  mai 
ing  people  and  labor  relations  are  nol 
the  Japanese  tradition,  but  in  the  mi 
of  IBM.  And  they  are  only  doing  v, 
IBM  has  been  doing  since  1930. 

you  mean  the  lifetime  employment? 

And  the  supervisors  in  the  system 
the  industrial  engineers  as  a  rcsoU 
IBM  was  the  first  company  where  thej 
man  went  through  his  plants  and| 
down  with  the  workers  and,  much  to 
annoyance  of  the  supervisors,  si 
"What  can  we  do  to  help  you  do  a  be) 
job?"  I  went  with  him  one  time  and  aj 
said,  "Mr.  Watson,  I  know  I  can  sorti 
punch  cards.  All  I  need  is  somethin 
know  where  they  go  and  what  kim 
punch  cards.  The  supervisor  won't 
me."  And  old  man  Watson  said,  "Slj 
me  what  you  want  to  do."  And  wi 
they  don't  fire  you,  he  said  to  the  sui 
visor:  "Out.  You're  stopping  people  f: 
doing  a  good  job.  You  are  being  paii 
help  her."  And  the  Japanese  startedl 
ing  that.  They  started  looking  at  pec 
and  overcoming  the  incredible  conte; 
you  had  in  Japan  of  the  upper  class  foil 
peasant. 

That's  how  they  caught  up  with  us.  i 
did  they  get  ahead  of  us  in  automobiles 
steel,  for  example? 

Do  you  know  that  Japanese  labor  C 
are  exactly  the  same  as  American  li 
costs,  except  in  our  union-monopol) 
dustries,  automobile  and  steel  and 
ber?  Prevailing  American  labor  cos) 
fringes  and  pensions  included — arej 
tween  $14  and  $16  per  hour.  Japa: 
costs  are  exactly  the  same,  in  q 
words,  $15.  But  in  automobiles,  C 
costs  are  $22  an  hour,  and  GM  is  the 
cost  American  producer.  So  you  II 
wage  costs  in  our  automobile  indu 
that  are  from  50%  higher  to  double 
prevailing  rates.  In  Japan  the  automc 
industry  is  a  high-wage  industry,  too, 
at  maybe  20%  above  prevailing  Japai 
levels,  not  100%. 

Who  is  responsible  for  the  plight  o: 
automobile?  Make  it  50%  union,  | 
government  and  the  rest  is  managem 
Walter  Reuther  foresaw  this.  He 
very  conscious  of  the  danger  of 
American  automobile  industry  out 
ning  the  productivity  base.  He  dl 
know  how  to  stop  it,  but  he  was 
worried  about  it.  And  his  succes 
who  are  not  great  men,  now  realize 
we  have  the  first  union-made  unemf 
ment.  Union-made  largely  because 
of  the  value  added  goes  out  to  the  \ 
fund  in  one  way  or  another,  and 
means  that  there  is  no  capital  format 

T/jat's  what  you  talk  about  in  your 
book:  the  need  for  an  economics  that 
phasizes  capital  formation. 

Notice  this — the  most  autom; 
capital-intensive  industry  we  hav 
commercial  agriculture,  and  agricul 
is  our  star  performer  in  exports.  ■ 
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?s  of  skin  care  products  are  outpacing 
metics  and  fragrances.  What's  behind  the 
wth?  Not  a  new  fad  or  a  big  marketing 
h.  Customers  are  getting  older. 


Vanity,  thy  name 
is  profit 


By  Howard  Rudnitsky 
with  Janet  Bamford 

VERY  WOMAN  IS  LOOKING  for  the 

fountain  of  youth,  including  my 

wife,"  laughs  a  cynical  retailing 
itive.  "Today  skin  care  sells  faster 
fragrances  and  makeup." 
ik  at  the  latest  gaggle  of  new  prod- 
Gillette  is  spending  $17  million  to 
h  Aapri,  a  mass-marketed  facial 

made  of  crushed  apricot  seeds, 
tely  owned  Este'e  Lauder  is  plumping 
yiss  Age-Controlling  Skincare  pro- 
Sold  through  department  stores,  it  is 

heavily  promoted.  Revlon,  mean- 
,  is  touting  its  recently  introduced 
iean  Collagen  Complex,  which 
5  a  "new"  natural  skin  softener. 

is  also  launching  a  cream  with 
;en  called  Accolade.  Early  last  year 
)eth  Arden  gushingly  introduced 
renewal  accelerating"  Millenium.  A 
an  care  regimen,  it  retails  for  $95. 
at's  behind  all  this  activity?  Jim 
3ner,  an  analyst  at  Bear,  Stearns, 
"Women  and  men  aged  30  to  45  are 
istest-growing  segment  of  the  U.S. 
ation.  Those  people  wake  up  one 
id  say,  'That's  not  me  in  the  mir- 
i  it?'  So  the  cosmetics  manufactur- 
e  merely  meeting  the  current  prod- 
;eds  of  their  aging  customers." 
;  economics  is  equally  favorable. 

care  has  the  highest  profitability 

three  major  cosmetics  categories," 
luzanne  Grayson,  a  consultant  who 
worked  for  Revlon.  The  cost  of 

is  lower  than  for  fragrances  or 
d  cosmetics.  That  leaves  more  for 
Dtion  and  selling  costs.  Moisturiz- 
ream  cleansers  and  soaps  have  oth- 
tues,  too.  The  number  of  stock- 
ng  units  is  smaller  than  for  shaded 
3r  perfumes,  which  come  in  a  broad 
of  colors  or  fragrances.  Result:  un- 
ly  fat  profit  margins  for  both  manu- 
ers  and  retailers. 

le  wonder  then  that  skin  care  is 
i  $1  billion-a-year  business  at  the 
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retail  level.  The  market  ranges  from  su- 
permarket and  drugstore  items  like 
Pond's  cold  cream  and  )ergens  Lotion  to 
the  ritzy  regimens  of  the  specialty  de- 
partment store  lines.  Beyond  this,  there 
are  specialty  salons  like  Georgette 
Khnger  and  Erno  Laszlo  that  sell  their 
own  brand-name  products.  Growth  can 
reach  15%  to  20%  annually  in  the  better 
face  cream  and  lotion  categories. 

Such  big  corporations  as  American 


Brands,  Chesebrough-Pond's,  Procter  &. 
Gamble  and  Revlon  have  a  piece  of  the 
action.  So  do  such  smaller  competitors  as 
Noxell  and  Neutrogena  and  private  com- 
panies like  Bonne  Bell  and  Vidal  Sassoon. 
Mary  Kay  Cosmetics  commands  a  20- 
times-earnings  multiple  by  selling  eter- 
nal beauty  door-to-door.  In  simplest 
terms,  however,  the  skin  care  business 
divides  into  three  major  markets — and  at 
the  moment  each  has  its  clear  leader. 

Look  first  at  the  low-priced  segment, 
which  probably  accounts  for  35%  of  total 
revenues.  A  decade  ago  management  at 
Chesebrough-Pond's,  which  made  long- 
dominant  Vaseline  petroleum  jelly  as 
well  as  Pond's  facial  cream,  decided  pros- 
pects were  even  better  in  hand  lotion.  So 
C-P  brought  out  Vaseline  Intensive  Care 
to  take  on  market  leader  Jergens.  VIC's 
pitch  was  therapeutic  skin  care.  Jergens' 
was  softness.  After  a  year,  VIC  overtook 
Jergens,  eventually  grabbing  a  26%  mar- 
ket share. 

In  late  1977,  however,  giant  Procter  & 
Gamble  began  test  marketing  Wondra, 
aimed  directly  at  Intensive  Care.  C-P 
quickly  reformulated  its  product,  sent 
out  samples  and  offered  a  two-for-the- 
price-of-one  deal  in  the  stores — loading 
up  customers  with  about  a  half  year's 
supply.  Then  C-P  shrewdly  launched 


Plus  qa  change  ...  In  the  1920s  "skin-vitamins"  and  the  utilitarian  value  of 
Vaseline  were  the  attraction.  By  the  1960s,  it  was  younger  shin  after  40  days. 


1929 


1939 


1964 


195: 


Pond's  Cream  &  Cocoa  Butter,  a  scented 
lotion  much  like  Wondra.  Still,  P&G 
poured  on  the  advertising  and  promo- 
tion— doling  out  an  estimated  $15  mil- 
lion in  1979,  Wondra's  first  year  of  full 
distribution.  However,  P&G's  penetra- 
tion of  the  $200  million  a  year  hand 
lotion  market  peaked  at  10.5%  (it's  now 
k  low  8%),  while  C-P  maintained  a  27% 
share  with  its  two  entries. 

P&G's  heavy  spending,  of  course, 
helped  the  entire  market,  which  had 
been  growing  only  slowly.  But  one  major 
hand  lotion  brand,  Rose  Milk,  now 
owned  by  Nabisco's  J.B.  Williams  subsid- 
iary, fell  behind  in  the  shuffle. 

On  the  other  hand,  smallish  indepen- 
dent Noxell  Corp.  managed  to  continue 
to  fare  well  in  the  low-priced  skin  care 
market  by  split-positioning  medicated 
Noxzema.  A  fat  $8  million  annual  adver- 
tising budget  positions  the  product  both 
as  a  sunburn  remedy  and  a  hand  and 
facial  cream. 

Perhaps  the  smoothest  skin  care  suc- 
cess story,  however,  is  Richardson- 
Vicks'  Oil  of  Olay.  Last  year  Olay's  retail 
sales  topped  $100  million  in  the  U.S. 
alone,  over  one-third  of  the  $250  million 
face  cream  market.  A  decade  ago  the 
U.S.  firm  acquired  the  product  from  two 


1970s 


South  African  entrepreneurs,  when 
worldwide  sales  were  $10  million  annu- 
ally. In  1981  Oil  of  Olay's  U.S.  advertis- 
ing budget  alone  is  over  $30  million. 

Richardson-Vicks'  marketing  strategy 
was  classic.  Oil  of  Olay  is  sold  mainly 
in  drugstores  and  supermarkets  as  a 
premium-priced  product.  It  sells  for 
$3.50  to  $5  or  so  for  a  four-ounce  bot- 
tle— more  than  most  cosmetic  lotions 
in  mass-distribution  outlets.  The  com- 
pany spent  big  to  build  a  sense  of  mys- 
tery around  it.  "Olay  was  basically  a 
skin  lotion  before  they  turned  it  into  a 
cosmetic,"  says  Bear,  Steams'  Jim  Wag- 
goner. "Now  a  consumer  can  play  the 
cosmetics  game  at  $5  a  bottle  rather 
than  $15  a  bottle  or  more.  It  was  really 
shrewd  positioning." 

So  far  no  one  has  been  able  to  compete 
effectively  with  Oil  of  Olay,  and  its  15% 
or  so  aftertax  margins  should  bring  in 
hefty  profits  this  year.  Richardson-Vicks 
has  since  extended  the  line  with  Night  of 
Olay,  which  has  $12  million-plus  in  U.S. 
sales.  Beyond  that,  Richardson-Vicks  is 
test-marketing  60-40-20,  a  new  facial 
cleanser.  Clearasil,  the  company's  older 
anti-acne  product,  is  experiencing  re- 
newed growth. 

Finally,  there  is  the  higher  priced  de- 
partment store  trade,  and  the  walkaway 
leader  there  is  Clinique,  an  Este'e  Lauder 


Pond's  helps  make 
r  world  more  beautiful,  too. 


1981 


Save 
your 
skin 

cwerv  precious  nchof  It 


Take  Control 

over  the  way  your  skin  looks 
perhaps  for  the  first  time 
in  your  life. 

Introducing  Estee  Lauder's  new  [ 
Swiss  Age-Controlling 
Skincare  Program: 
a  take-charge  approach 
made  possible  by 
advance-team  products— 
science's  new  super-at  hfevers 
in  skincare. 


. . .  plus  c'est  la  meme  chose.  In  the  1970s,  the  skin  care  purveyors  opted  for  the 
therapeutic  sell.  Today  it's  the  "scientific"  way  to  remain  young-looking. 


company.  Clinique  started  in  the 
1960s  with  a  full  line  of  therapeutic  s! 
care  products,  a  practice  in  vogue  n( 
but  then  unprecedented.  Clinique 
moderately  priced  ($7  to  $22.50).  Trl 
Clinique  sales  at  retail,  including  cj 
metics,  could  exceed  $100  million 
year.  Its  success  was  rare:  Between  1< 
and  1980  there  were  dozens  of  relaj 
launches  in  the  skin  care  field  and  Cli 
que  was  the  only  major  winner. 

One  that  didn't  score  big  was  R 
Ion's  Etherea  line,  which 
rushed   to   the   stores  mom 
after  Clinique's  debut.   Later  Rev 
skin  care  products  haven't  proven 
winners  either.   "Revlon  never  rc-c 
went  after  it  the  way  Clinique  di 
says  an  industry  executive.  "The  pea 
who  bought  Clinique  liked  the  scien 
ic,  therapeutic  attitude  behind  it.  T 
was  costly,  but  the  Lauders  spent 
money,  took  the  losses  for  a  while 
nourished  the  business." 

Too,  Lauder's  Clinique  sells  largely 
department  stores,  an  advantage 
Revlon,  which  also  sells  to  discount  c 
lets.  "Some  stores  aren't  interested 
building  Revlon  skin  care  sales  beca 
the  customer  doesn't  have  to  come  b. 
to  us  to  buy  the  product  again,"  says 
buyer  at  a  midwestern  department  stc 
"She  can  go  to  a  discounter  and  get 
same  stuff  for  less." 

Big-name  retailers  can  afford  to  I 
choosy.  Skin  care  marketers  are  vy 
for  counter  space  in  the  cosmetics 
partment.  One  way  to  get  space  is  cc 
puterized  beauty  analysis.  "Revlon 
Clinique  use  it,"  says  a  marketing  rr 
"It's  a  Ouija  board.  You  ask  all  th 
questions  and  the  answers  will  come  c 
translated  into  'buy  my  product.'  " 

Another  in-store  merchandising  ait 
sampling — an  approach  used  extensiv 
A  customer  who  buys  one  product  r 
get  another  free  or  at  a  discount.  T 
there's  the  push  for  using  a  compj 
regimen.  "They  tell  you  their  prodn 
are  designed  to  work  together  and  if 
mix  brands  you  won't  get  good  resul 
says  a  retailer.  "It's  a  good  psycholog; 
gimmick." 

Indeed,  psychology  plays  a  key  rol 
the  entire  skin  care  game.  Is  ther 
substantial  difference  between  expen: 
formulations  and  moderate-priced  or 
Probably  not.  Today  most  companies 
out  a  decent  product.  The  ingredie 
may  differ,  but  some  say  the  res) 
aren't  very  different. 

That's  all  debatable.  What  isn't  is  ( 
skin  care  products  are  selling  fastei 
the  population  ages.  And  more  corr 
nies  are  pushing  into  this  profitable  n 
ket,  which  will  at  least  double  in 
during  the  Eighties.  There's  a  beauty 
battle  ahead.  When  it  is  over,  custom 
may  have  a  few  less  wrinkles.  But 
people  who  peddle  cosmetics  will  ha" 
few  more.  ■ 
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These  Time-Zero 
cameras  not  only  focus  themselves, 
they  give  you  the  time  of  day 


ist  send  us  a  dollar  to 
it  the  cost  of  handling 
we'll  send  you  a  Texas 
ruments  digital  chron- 
iph  by  return  mail  It's 
of  the  bargain  when  you  buy  the  Time-Zero 
70  AutoFocus,  Time-Zero  Pronto  AutoFocus  or 
of  the  "plus"  models  with  strobe, 
ley' re  all  incredible  cameras  with  advanced  elec- 
ic  circuitry  and  Polaroid's  exclusive  Sonar  auto- 
ic  focusing.  And  all  of  them  use  new  Time-Zero 
ercolor  film.  So  you  get  precisely  focused,  Time- 
)  Supercolor  pictures  every  time, 
nd  the  Texas  Instruments  digital  chronograph  is  an 


Free. 


equally  ingenious  technical  marvel  in  its  own  right.  It 
will  keep  time  in  2  zones,  includes  a  stopwatch  with 
automatic  continuation,  interior  illumination,  night- 
time viewing  and  accuracy  up  to  1/100  of  a  second. 
Plus  day,  date  and  year  readouts. 

ust  send  the  dated  sales  receipt,  customer  regis- 
tration card,  a  coupon  from  your  participating 
dealer  and  one  dollar  for  handling  to  this  address: 
Polaroid  Chronograph  Offer,  PO.  Box  2814,  Reids- 
viile,  N.C.  27322. 


Polaroid 


©  1981  Polaroid  Corp  Polaroid  SX-70  Pronto  and  Time-Zero  •  Limit  one  digital  chrono- 
graph per  family  Camera  must  be  purchased  before  lune  30  1981  and  response  postmarked  no  later 


Making  energy  out  of  garbage  has  turned  out 
to  be,  so  far,  one  of  those  great  ideas  that  cost 
too  much.  A  county  in  central  New  York 
thinks  it  has  the  solution.  But  is  it  only . . . 


Garbage  in, 
garbage  out? 


By  Alyssa  A.  Lappen 


No  doubt  about  it,  we  do  have  a 
crisis  here,"  says  William  Thom- 
as, who  has  the  grand  title  of  Proj- 
ect Director  of  Resource  Recovery  for 
Onondaga  County,  N.Y. 

Four  miles  from  his  office  in  down- 
town Syracuse,  trucks  from  nine  com- 
munities rumble  in  to  unload  garbage  at 
the  county's  two  "waste  transfer  sta- 
tions," where  750  tons  a  day  are  shred- 
ded and  compacted,  then  trucked  to  the 
county's  landfill  dump  off  Route  5.  Like 


dozens  of  other  communities  around  the 
country,  Onondaga  County  must  soon 
find  some  other  manner  of  disposing  of 
its  garbage  because  it  is  simply  running 
out  of  viable  dumping  sites. 

By  1984,  the  county  hopes  a  $90  mil- 
lion, 1,400-ton-per-day  energy-from- 
waste  plant  will  be  in  operation  across 
Rock  Cut  Road  from  the  shredding  sta- 
tion. The  garbage  will  be  burned  to  make 
steam  and  generate  electricity  for  sale  to 
a  utility  and  other  big  users.  The  only 
problem  with  that,  as  others  have  dis- 
covered, is  that  while  garbage-to-energy 


may  be  a  great  idea,  it  has  thus  far  pre 
to  be  expensive.  Introduced  with  g; 
fanfare  a  decade  or  so  ago,  "resource 
covery"  plants  so  far  handle  only  a 
fraction  of  the  383,000  tons  of  w, 
generated  in  the  U.S.  each  day.  Tc 
only  29  such  plants  are  in  operation 
built  since  1970;  10  others  have  b 
closed  down.  The  industry  has 
plagued  by  technical  problems, 
management  and  cost  overruns. 

Undismayed,  Onondaga  County,  y 
a  little  help  from  big-city  investm 
bankers,  has  come  up  with  probably 
most  sophisticated  plan  yet  adopted 
local  government  for  financing  and  o 
ating  a  garbage-to-energy  plant, 
works,  the  $90  million  plant  will  cost 
county  only  $55  million — enough 
difference  to  alter,  radically,  the  econ 
ics  of  garbage.  If  it  doesn't  work? 
county  will  be  up  to  its  ears  in  garbaj 
and  in  trouble. 

Here's  the  proposition.  Onom 
County  would  set  up  a  public  ber 
corporation  to  issue  tax-exempt  indu 
al  revenue  bonds.  With  that  money 
county  would  hire  a  vendor — a  con! 
tor  experienced  with  large-scale  resoi 
recovery  plants — to  design,  build  and 
its  waste-to-energy  plant.  Both  the  cc 
ty  and  the  vendor  would  take  pie 
from  equity  investors,  who  would  ; 
up  $35  million  when  the  plant  is  a 
pleted  in  1984. 


Disposing  of  garbage  at  one  of  Onondaga  County's  "waste  transfer  stations" 

If  you  can  sell  the  disposal  services,  the  steam  and  the  electricity,  why  not  sell  the  tax  benefits,  too? 
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'Economy 
you  can  feel  comfortable  with 
The  diesel  Quicks. 


EPA  Estimated    Estimated  Fuel 

Estimated     Estimated    Driving         Highway  Tank 
MPG  Highway      Range         Range  Capacity 


23  34 


455    673  19.8 


The  diesel  Century. 


EPA  Estimated     Estimated  Fuel 

Estimated    Estimated     Driving         Highway  Tank 
MPG  Highway      Range         Range  Capacity 


23  34 


455    673  19.8 


TT\e  diesel  Hegal . 


EPA 

Estimated 
MPG 


Estimated 
Highway 


Estimated 

Driving 

Range 


Estimated  Fuel 
Highway  Tank 
Range  Capacity 


22  34 


594    918  27 


Tl\e  diesel  leSabie. 


EPA 

Estimated 
MPG 


Estimated 
Highway 


Estimated 

Driving 

Range 


Estimated  Fuel 
Highway  Tank 
Range  Capacity 


20  30 


456    684  22.8 


The  diesel  Hiviera. 


EPA 

Estimated 
MPG 


Estimated 
Highway 


Estimated 

Driving 

Range 


Estimated  Fuel 
Highway  Tank 
Range  Capacity 


21  33 


567    891  27 


Use  the  estimated  MPG  for  comparisons.  Your  mileage  and  range 
may  differ  depending  on  speed,  distance,  weather.  Actual 
highway  mileage  and  range  lower  Estimated  driving  and  highway 
range  oPtained  by  multiplying  mileage  estimates  by  fuel  tank 
capacity  Estimates  and  range  lower  in  California.  Buicks  are 
equipped  with  GM-built  engines  supplied  by  various  divisions.  See 
your  Buick  dealer  for  details. 


Wouldn't  you  really  rather  have  a  Buick? 


EXCELLENCE 


Oj:  paper,  there  would  seem  to  be 
something  here  for  everyone.  The  ven- 
dor, of  course,  should  profit  from  the 
construction  work  and,  in  addition, 
pocket  a  share  of  its  revenues  once  the 
plant  is  up  and  running.  The  county 
would  use  the  equity  money  to  retire  part 
of  its  debt,  thereby  greatly  reducing  its 
financing  costs,  and  would,  of  course, 
have  a  place  to  take  its  garbage. 

But  the  key  to  the  deal,  the  part  that 
promises  to  alter  the  economics  of  other 
such  projects,  is  what's  in  it  for  the  equi- 
ty investors.  In  return  for  their  $35  mil- 
lion, they  would  technically  be  buying  a 
long-term  lease  on  the  plant,  which  they 
in  turn  would  sublease  back  to  the  ven- 
dor. The  practical  effect  is  to  transfer  to 
the  equity  investors  handsome  tax  bene- 
fits that  have  no  value  to  a  government 
agency.  Leveraged  leasing  is  old  hat  in 
the  private  sector.  But,  according  to  the 
county's  bond  counsel,  Roswell  C.  Dike- 
man,  a  leading  partner  of  Willkie  Farr  & 
Gallagher  who  helped  create  this  ar- 
rangement, no  one  has  ever  used  it  be- 
fore in  a  local-government-sponsored 
deal.  Says  he:  "I  feel  like  Henry  Ford." 
What  with  liberal  investment  and  energy 
tax  credits  plus  depreciation,  it  is  esti- 
mated that  on  their  $35  million,  equity 
investors  could  harvest  tax  savings  of 
$27  million  in  the  first  year  alone. 

If  all  this  were  to  work,  William 
Thomas  figures  he  could  charge  commu- 


Lawyer  Dikeman 

"I feel  like  Henry  Ford. 


nities  $13  or  so  to  dump  a  ton  of  their 
garbage  at  the  plant.  With  many  towns 
now  paying  $19.50  a  ton,  that  charge,  or 
so-called  tipping  fee,  would  make  the 
deal  irresistible.  Those  who  pay  less  are 
under  pressure  from  the  state  to  close 


their  dumps.  With  an  assured  sour<) 
garbage  as  fuel,  the  plant  would,  if 
technology  works,  send  921  mi! 
pounds  of  steam  for  heating  and  coc 
to  such  customers  as  Syracuse  Univ 
ty  and  area  hospitals  at  a  cost  of 
per  thousand  pounds  of  heating  stear] 
$9  per  thousand  pounds  from  natural 
now.  In  addition,  Niagara  Mohawk  I 
er  Corp.  should  get  49  million  kw 
new  electricity  from  resource  reed 
cogeneration.  The  projected  reve) 
from  electricity  sales  are  $1.4  millio 

That's  the  dream.  But  an  awful  lol 
go  wrong.  A  marketable  tipping  fee  a 
competitive  energy  price  depend  or 
uity  support.  Without  it,  if  the  co] 
had  to  carry  a  $90  million  burden  a 
on  industrial  revenue  bonds,  Harry 
son  of  Smith  Barney  (which  is  helpii 
put  the  deal  together)  figures  the  coi 
would  have  to  charge  a  tipping  fe 
perhaps  $28  per  ton. 

Will  it  work?  The  county  is  procee 
on  the  assumption  that  it  will.  I 
companies,  including  Wheelabr; 
Frye,  Inc.,  Browning-Ferris  Indus 
and  Universal  Oil  Products,  are  expe 
to  bid  on  the  plant  early  next  mc 
Director  Thomas  hopes  to  place  the 
enue  bonds  early  next  year. 

To  some  outside  observers,  how* 
the  deal  is  unnecessarily  complex, 
haps  hopelessly  so.  "It's  like  a  handf 
jelly,"  says  Charles  Ballard,  a  mana 


MINDS 
OVER 
MATTER 


Planes  that  circle  Earth 

40  times  a  day. 

Here  at  McDonnell  Douglas,  highly-trained  minds  working  together 
have  created  new  standards  of  excellence  in  air  travel.  The  DC-10 
fleet  spans  oceans,  countries  and  continents,  flying  a  million 

miles  a  day  to  more  places  more  often 
than  any  other  wide- 
cabin  jetliner. 


of  Dillon  Read  &  Co.  and  an 
n  both  leveraged  leasing  and  pub- 
ice.  "Once  you  start  overlaying 
with  different  objectives,  instead 
ets  of  lawyers,  you  probably  have 
A  straight  corporate  leveraged 
in  take  six  months  to  arrange, 
lard,  with  legal  fees  often  up  to 
-six  figures.  Crank  in  a  munici- 
nd  you  pile  complexity  on  corn- 
There  are  elections,  changes  in 
lencies,  plenty  of  opportunity  for 
side  from  extra  legal  fees  are  the 
ipital  costs.  "Six  months  of  delay 
r's  inflation  rates  will  add  on  $6 
to  a  $100  million  project,"  says 

hose  lovely  tax  advantages  are  no 
ng.  Tax  credits  require  true  pri- 
Tiership,  points  out  Robert  Al- 
.  consultant  for  Paine  Webber. 

"The  IRS  has  taken  the  position 
>ast  that  investment  tax  credits 

taken  for  facilities  used  exclu- 
>r  the  public  benefit."  Since  IRS 
s  to  refuse  to  make  advance  rul- 
:re  is  no  way  of  knowing  wheth- 
idaga  County's  garbage  problem 
;ad  to  new  policy. 

is  also  the  problem  of  owner- 
nder  its  scheme,  the  county 
)se  the  residual  value  of  the  plant. 
you  give  out  a  lease  for  tax  bene- 
ys  Ballard,  "the  equity  investor 
awn  it.  And  the  only  way  the 


county  can  get  it  back  is  to  buy  it  at  fair 
market  value."  In  25  years,  when  the 
lease  is  up,  that  could  be  considerably 
more  than  $90  million. 

Few  on  Wall  Street  would  argue  the 
point  that  selling  tax  advantages  is 
beneficial  in  financing  a  waste-energy 
plant.  Some  say,  in  fact,  that  it  may  be 
the  key  to  making  the  process  viable 
nationwide.  But  there  are  other,  less 
complex  ways  to  do  it. 

In  Rochester,  Mass.,  for  example,  local 
authorities  have  invited  Energy  Answers 
Corp.  to  build  a  1,200-ton-per-day  plant. 
The  town  will  help  issue  the  industrial 
revenue  bonds — $80  million — and 
Bache,  its  investment  banker,  will  raise 
equity  funding.  The  difference,  though, 
is  that  this  will  not  be  a  leveraged  lease. 
So  Rochester  is  taking  no  risks.  "No  one 
is  liable  here  but  the  general  partner," 
says  John  Flandreau,  a  director  of  Bache 
Resource  Recovery  Associates,  an  arm  of 
the  investment  bank. 

Bache  also  is  helping  Pittsburgh- Alle- 
gheny Corp.  for  Energy  Recovery  finance 
a  $222  million  waste-energy  project  it  is 
building  for  the  city  of  Pittsburgh.  There 
will  be  a  $175  million  industrial  revenue 
issue  and  a  $47  million  equity  invest- 
ment by  Browning-Ferris,  the  planned 
plant  operator,  and  others.  That  will  low- 
er the  debt. 

One  of  the  most  successful  waste-ener- 
gy plants  was  financed  similarly  in  Sau- 


gus,  Mass.  The  town  and  Wheelabrator- 
Frye,  the  operator,  sold  $30  million  in 
industrial  revenue  bonds  and,  on  top  of 
that,  Wheelabrator  and  its  partner,  M. 
DeMatteo  Construction  Co.,  put  in  $25 
million  in  equity  of  their  own.  "I  don't 
need  someone  to  sell  the  tax  benefits," 
says  Wheelabrator  Chairman  Michael 
Dingman.  "I'll  take  them  myself  and 
write  them  into  the  price.  The  result  is 
that  our  tipping  fee  is  competitive  with 
the  damned  dump." 

Onondaga  County  officials,  however, 
don't  agree.  The  only  way  to  make  sure 
you  get  maximum  benefit  from  those 
tax  credits,  they  argue,  is  to  sell  them 
yourself.  Straight  equity  partnership 
with  the  plant  operator,  they  say,  might 
not  assure  that.  Nor  can  all  companies 
afford  so  sizable  an  investment  and 
many  cannot  make  full  use  of  the  tax 
credits.  Even  if  they  can,  say  officials, 
the  county  could  not  be  sure  of  getting 
the  most  for  them.  "We  will  go  out  and 
evaluate  the  worth  of  those  credits  and 
sell  them  for  full  value,"  says  Jon  Woo- 
ten  of  Smith  Barney. 

For  that  full  value,  Onondaga  County 
is  taking  quite  a  risk.  If  it  goes  ahead  and 
sells  its  bonds  and  the  IRS  later  rules 
against  it,  it  may  wind  up  with  a  $28 
tipping  fee  after  all.  But,  if  the  IRS  rules 
in  its  favor,  little  Onondaga  County  just 
might  make  financial  and  environmental 
history.  ■ 


From  drawing 
to  drill  press 
five  times  faster. 

UNIGRAPHICSr  a  computer- 
aided  design  and  manufacturing  sys- 
tem that  cuts  costs  and  speeds  production, 
is  just  one  of  hundreds  of  computer  systems 
and  programs  our  MCAUTO*  Division 
provides  for  2,700  clients  worldwide. 


more  information,  write:  McDonnell  Douglas. 
Box  14526.  St  Louis.  MO  63178 


Quietest  plane  of  its  size. 

Our  new  Super  80  is  half  as  loud  on  takeoff  as 
any  other  jet  in  its  class.  It  carries  more  passengers 
more  comfortably  on  30%  less  fuel  than  today's 
most  widely-flown  airliner. 


Stanadyne,  a  100-year-old  Connecticut  com- 
pany, has  recently  become  a  major  GM  suppli- 
er. But  Paul  Mongerson  isn't  ruffled.  He  just 
quit  making  horseshoe  nails. 

"Minding  our 
business" 


By  Newcomb  Stillwell 


SHORTLY  AFTER  WORLD  WAR  II,  Ver- 
non  Roosa  spent  most  of  his  days 
in  New  York  City's  basements. 
His  job:  maintaining  the  giant  diesel 
generators  that  produced  electricity  for 
many  of  the  city's  buildings.  Smoky, 
smelly,  dirty  work. 

Back  then,  only  about  5%  of 
the  engines  produced  in  the 
U.S. — the  very  largest — were 
diesels.  Since  oil  was  cheap, 
these  expensive  engines  were 
economical  only  for  monster 
machines  that  drank  lakes  of 
fuel.  But  Roosa  had  an  idea. 
Diesels  are  more  efficient  than 
gasoline  engines  because  they 
bum  fuel  more  completely, 
spontaneously,  at  higher  tem- 
peratures and  pressures.  They 
cost  more  because  of  the  need 
for  heavier  parts  and,  a  genera- 
tion ago,  because  the  delicate 
task  of  shooting  the  right 
amount  of  fuel  needed  for  effi- 
cient spontaneous  combustion 
required  an  injection  pump  for 
each  cylinder.  So  Roosa  de- 
signed a  single  pump  that  worked  for  all 
cylinders,  cutting  the  cost  of  small-size 
diesels  dramatically.  He  patented  his 
"Roosa  Master"  rotary  fuel-injection 
pump  and  waited  to  get  rich. 

Problem  was,  nobody  believed  it  really 
worked,  except  Webster  Corlett,  presi- 
dent of  the  Standard  Screw  Co.,  a  Hart- 
ford-based manufacturer  of  nuts,  bolts, 
screws  and  cold-drawn  steel.  Corlett  was 
looking  for  a  product  to  build  in  plants 
idled  by  the  war's  end,  and,  well,  Roosa 
reminded  folks  of  founder  Christopher 
Miner  Spencer.  He  invented  the  Spencer 
repeating  rifle,  which  gave  Robert  E.  Lee 
fits,  and  the  automatic  screw-milling  ma- 
chine, which  gave  Standard  its  start  in 
1876.  So  Roosa  went  to  work  getting  the 
bugs  out.  By  1961  just  about  half  of  Ameri- 
ca's farm  tractors  were  diesel-powered, 


and  nearly  all  of  them  had  Roosa  Master 
pumps.  An  American  success  story. 

But  only  the  first  chapter,  thanks  to 
OPEC.  With  fuel  efficiency  at  a  premium, 
General  Motors  decided  that  20%  of  its 
fleet  would  be  diesel-powered  by  1985, 
more  by  1990.  Two  years  ago  it  placed  a 
massive  order  with  Standard — now  called 
Stanadyne  after  a  name  change  in  1970. 


Stanadyne's  Paul  Mongerson,  with  pumps 
An  American  success  story. 


GM  wanted  500,000  Roosa  Master  pumps 
or  50%  of  its  annual  requirement,  which- 
ever was  less.  The  big  automaker  would 
build  the  rest  in-house. 

In  1979,  however,  prospects  for  U.S. 
auto  producton  weren't  exactly  rosy,  and 
"whichever  was  less"  looked  like  a  lot 
less  than  500,000.  Stanadyne's  other 
businesses  weren't  so  hot  either:  Slug- 
gish housing  starts  boded  ill  for  products 
created  by  the  company's  other  in-house 
genius,  Al  Moen,  who  invented  the  now 
ubiquitous  single-handled  faucet  after 
burning  his  hands  in  a  Seattle  sink  in 
1937.  Too,  sluggish  industrial  production 
meant  bad  news  for  Stanadyne's  fasten- 
ers, made-to-order  engine  components 
and  machining  steel.  Crudest  of  all,  the 
expensive  fuel  that  suddenly  made  Roo- 
sa's  pumps  so  popular  crunched  Stana- 


dyne's other  big  auto  product, 
lifters.  Only  half  as  many  go  into  a 
cylinder  engine  as  into  the  once-pot 
V8.  Wall  Street  yawned,  and  rightl 
Stanadyne's  1980  sales  fell  5%,  to  ! 
million,  and  earnings  dropped  36°A 
$13.4  million,  or  $2.80  per  share. 

Things  have  changed.  GM  quietly 
be  known  that  it  would  buy  all  its  pu 
outside,  and  Stanadyne  posted  a  sui 
ing  37%  earnings  gain  in  the  first  qui 
Analysts  began  to  whisper  at  lunc 
earnings  near  $6.50  in  1982.  The  c 
pany's  stock  jumped  from  30  to  40 
matter  of  weeks.  Even  a  reporter  c 
by — much  to  the  anxiety  of  managen 
which  has  been  press-shy  since 
when  the  Wall  Street  Journal  said  st 
thing  about  the  "Screw  Trust"  in  < 
menting  on  some  mergers.  "One  o 
predecessors  titled  his  history  of  the 
pany  Minding  Our  Business, "  says  C 
man  Paul  Mongerson,  an  Iowa-bred 
neer  and  a  35-year  Stanadyne  vet 
"We  still  think  that's  the  best  policy 
Mongerson    and    his  predece 
moreover,  have  been  minding  their 
ness  very  well  indeed.  Stanadyne  toe 
in  fighting  trim  and  poised — cons 
tively — for  prosperity.  To  meet  incn 
pump  demand,  a  new  $5 
lion  plant  is  abuilding  in 
Bern,  N.C.  To  help  fund 
project  and  to  free  up  add 
al    capacity,    the  com 
phased  out   an  unprof 
commodity-type  fastener 
and    sold    off    its  mar 
Capewell  division, 
marked  the  final  confessi 
faith     in    autos:  One 
Capewell 's  biggest  lines 
horseshoe  nails. 

Things  are  looking  so 
in  fact,  that  Mongerson 
admit  to  goals  of  10% 
growth  each  year  and  a 
return  on  equity.  Ther 
problems,  of  course.  To 
the  threat  of  stricter  poll 

  standards  for  diesels, 

dyne  is  developing  a  new  electronic 
trol  system  for  its  injection  pun 
joint  project  with  Motorola.  Then  tl 
the  worry  that  GM,  solid  cust 
though  it  is,  currently  accounts  for 
of  sales.  "We  don't  want  to  beco 
division,  and  we've  set  limits  on 
we'll  supply,"  says  Mongerson.  Fl 
protection  is  provided  by  a  squ 
clean  balance  sheet,  guarded  by  G 
Michel,  chief  financial  officer  and 
Mongerson,  a  former  engineer. 

Still,  Stanadyne's  future  is  brigh 
a  few  years  anyway.  The  real  que 
though,  is,  who  is  the  next  young 
dreaming  in  a  New  York  City  basei 
or  over  a  Seattle  sink,  or  even,  pei 
in  a  Hartford  gun  factory?  "If  I  kr 
don't  think  I  would  tell  you,"  says 
gerson,  minding  his  business.  ■ 


FORBES,  MAY  2. 
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1980 — A  YEAR  IN  REVIEW 

Based  on  the  20^  growth  in 
revenues  to  $51.4  billion  for  the  DP  50 
(See  Table),  users  continued  to  spend 
money  at  an  unprecedented  rate  during 
1980.  In  light  of  the  recession,  this  trend 
is  even  more  remarkable. 

Manufacturing  leads  all  industries 
with  27'/<  of  total  data  processing 
revenues.  Other  important  industry 
markets  include  government/educa- 
tion/medical at  15%;  financial  at  14'  <  ; 
retail  and  wholesale  at  12%  and  OEMs 
(resellers)  at  10%.  Insurance,  transporta- 
tion, communications  and  the  pro- 
fessional markets  accounted  for  the 
remaining  business.  There  have  been 
marginal  shifts  in  industry  breakouts 
from  1979.  The  slowest  growing  industry 
has  been  the  retail  and  wholesale 
business,  which  onlv  increased  dp 
expenditures  by  13%.  This  slower  than 


average  growth  is  predictable,  given  the 
curtailed  consumer  spending  during 
1980.  Government/education/medical 
also  experienced  lower  than  average 
growth  in  dp  spending,  up  15',  .  Here 
again,  government  budgets  have  tight- 
ened and  these  results  are  not  surpris- 
ing. The  largest  gains  were  made  by  the 
OEM  markets,  up  34%  ,  and  the  pro- 
fessional and  personal  market,  up  30''  . 

THE  ELECTRONICS  REVOLUTION 

In  a  span  of  just  two  decades  IBM's 
revenues  have  grown  from  1960's  $1.8 
billion  through  $7.5  billion  in  1970  to 
$26.2  billion  in  1980.  As  a  proxy  for  the 
data  processing  industry,  IBM's  growth 
clearly  reflects  an  electronics  revolution. 
When  one  considers  that  the  DP  50  had 
revenues  in  excess  of  $50  billion,  it  is  not 
unreasonable  to  assume  that  total  spend- 
ing exceeded  $100  billion  during  1980, 


when  the  billions  of  dollars  spent  bv 
users  to  manage  their  computer  facilitie 
are  taken  into  account. 

To  expand  upon  the  significance  ol 
these  numbers,  $100  billion  represents 
approximately  4%  of  the  GNP,  and 
spending  per  capita  now  exceeds  $450 
(Back  in  1970,  user  spending  approx- 
imated $20  billion,  or  about  2%  of  the 
GNP,  with  spending  per  capita  about 
$100). 

But  the  electronics  revolution  is  jus 
beginning.  The  cvnics  might  question 
how  much  growth  can  be  left  in  an 
industry  that  accounts  for  4'7r  of  total 
goods  and  services,  considering  that 
computers  are  nothing  more  than  a 
densely  packed  set  of  switches  that 
cannot  themselves  manufacture  goods. 
However,  vye  believe  that  computers 
and  related  technologies  have  only 
begun  to  impact  our  lifestyles,  and  that 


AGGREGATE  1980  DP  REVENUE 
INDUSTRY  BREAKDOWN 
($  IN  MILLIONS) 


INDUSTRY 


1.  Financial 

2.  Insurance 

3.  Government/Education/Medical 

4.  Manufacturing 

5.  Retail  &  Wholesale 

6.  Transportation 

7.  Communications  &  Other  Utilities 

8.  Professional  &  Personal 

9.  OEM 


1980 

$ 

% 

$  6888 

13.8% 

3785 

7.6 

7434 

14.9 

13493 

27.0 

5840 

11.7 

2427 

48 

2866 

5.7 

2407 

4.8 

4830 

9.7 

1979 

$ 

% 

$  5812 

14.0% 

3063 

7.4 

6482 

15.6 

11108 

26.8 

5171 

12.4 

1980 

4.8 

2413 

5.8 

1857 

4.5 

3596 

8.7. 

GROWTH 
RATE 


Total  (44  Companies 
%  Top  50 
Top  50 


$49970 
97.1% 
$51439 


100.0% 


$41482 
969% 
$42801 


100.0% 


20.5% 


20.2% 


Source  Gartner  Group,  mc 
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PS  6  is 


mply  too  big  an 
lea  to  be  called 
minicomputer. 

Hank  Haugland,  Director, 
Small  Systems  Marketing, 
Honeywell  Infcnrnation  Systems 


With  DPS  6,  Honeywell  has  set  a 
i  standard  for  small  business  systems. 

Small  systems  that  combine  power, 
ibility,  growth  potential,  and  cost 
ctiveness. 

Consider. 

The  new  DPS  6  family  includes  ten 
iels. 

At  the  low  end  there  are  16-bit  sys- 
s  with  power  and  capability  heretofore 
iciated  with  much  larger  computers. 
:he  top  end  there  are  32-bit  systems 
:  we  believe  are  the  most  powerful  ever 
ounced  for  business  applications.  And 
etween,  systems  that  keep  adding 
emental  value  to  support  different 
Is  of  growth. 

All  of  these  systems  are  compatible. 

Programs  that  run  on  the  smallest  16- 
iystem  also  run  on  the  largest  32-bit 
iel.  Without  modification. 

What's  more,  the  larger  16-bit  com- 
;rs  can  be  quickly  converted  into  32-bit  systems  when 
decide  you  need  them. 

DPS  6  is  ideally  suited  to  deal  with  the  hard,  unpre- 
able  realities  of  modern  business. 

Everything  about  DPS  6  says:  Here  are  systems  built  for  business." 

DPS  6  also  includes  COBOL,  transaction  processing, 
i  processing,  data  entry  and  communications.  A  pack- 
that  experts  are  calling  the  best  business-oriented  soft- 
i  available  today.  And  it  should  be.  Honeywell  has  been 
)ing  business  solve  tough  problems  for  25  years. 

Over  time,  we  have  combined  our  proven  hardware, 
■vare,  and  human  expertise  into  a  highly  efficient  tool: 
nessware.  It's  more  than  a  word.  It's  a  way  to  pit  our  vast 
urces  against  the  jobs  business  needs  done. 


"DPS  6  is  desigtxed  to  meet  the  business  challenges  of  the  80s  head-on." 


Naturally,  DPS  6  works  splendidly  in  distributed  envi- 
ronments, providing  data  where  it's  needed  to  ensure  greater 
productivity  right  on  down  the  line. 

DPS  6  systems  are  easy  to  install  and  maintain.  And  so 
simple  to  expand  that  unexpected  growth  won't  be  a 
problem. 

It  all  comes  down  to  this. 

Why  settle  for  minicomputers  when  you  can  have  DPS  6? 

For  more  information  on  our  new  family  of  small  sys- 
tems write  Honeywell,  200  Smith  St.  (MS  487),  Waltham, 
Massachusetts  02154.  Or,  come  see  us  at  the  National 
Computer  Conference,  Booth  1141. 


Honeywell 


The  ingenuity  of  people,  the  power  of  computers. 


Microcomputers  •  ™\?n™"j«?  ;  Dal 
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future  volumes  will  dwarf  current  levels 
of  user  spending.  With  the  changing 
nature  of  the  computer  business,  with 
untapped  markets  of  huge  potential,  and 
with  newer  and  more  sophisticated  tech- 
nologies that  are  continually  improving 
the  price/performance  of  computer  hard- 
ware, it  is  not  unreasonable  to  assume 
that  ihis  industry  can  achieve  a  real 
growth  of  15%.  This  would  put  user 
spending  at  $400  billion  by  1990  (in  1980 
dollars).  Assuming  an  average  10% 
inflation  rate,  nominal  user  spending 
might  surpass  $1  trillion  by  1990!  If  GNP 
growth  should  average  as  much  as  59? 
over  the  coming  decade,  a  simple  calcu- 
lation shows  that  computer  spending 
would  then  exceed  9%  of  the  GNP 
by  1990! 

IBM  Dominance 

The  computer  industry,  although 
young  by  most  standards,  has  had  a 
dynamic  history,  which  has  traditionally 
been  dominated  by  IBM.  IBM  remains 
the  dominant  supplier,  although  its 
revenue  market  share  has  declined  from 
nearly  60%  in  1970  to  less  than  409?  in 
1980.  Its  lower  share  today  is  attributable 
to  the  aggressiveness  of  other  vendors 
and  their  success  in  focusing  on  the 
incredible  diversity  of  market  and 
product  opportunities.  Another  factor  is 
the  growth  of  a  more  sophisticated  user 
base,  which  is  prepared  to  deal  with 
multiple  suppliers. 

In  an  industry  growing  at  such 
rates,  there  will  emerge  many 
billion-dollar  companies  over  the  next 
few  years.  An  annual  analysis  of 
industry  growth  spotlights  those  compa- 
nies that  are  breaking  out  of  the  pack. 

While  IBM's  market  share  has 
declined,  its  influence,  ironically,  may 
have  increased  as  a  result  of  the  remark- 
able infrastructure  and  technostructure 
which  has  grown  around  IBM  standards. 
The  most  obvious  examples  are  plug- 
compatible  mainframe  and  peripheral 
suppliers  such  as  Amdahl,  National 
Semiconductor,  Storage  Technology  and 
Memorex.  However,  many  other 
vendors  are  compatible  with  other 
elements  of  the  IBM  environment,  such 
as  terminals  and  data  base  management 
systems.  And  most  vendors  now  design 


their  equipment  to  be  compatible  with 
IBM  communications  protocols  while 
employing  their  own  innovative  archi- 
tectures. Aggressive  pricing,  which 
results  from  direct  competition  with  the 
IBM  environment,  creates  more  demand 
than  can  be  satisfied  by  IBM  alone.  So 
despite  IBM  management's  claim  that  it 
will  become  the  low  cost  producer  "box 
by  box"  and  grow  at  least  as  fast  as  the 
industry,  we  cannot  see  its  market  share 


increasing  as  the  rest  of  the  industry 
maintains  a  growth  rate  close  to  25% 
per  year. 

To  understand  why  and  how  nev 
markets  will  continue  to  be  penetratec 
by  a  host  of  companies,  one  must  first 
understand  the  changing  nature  of  the 
computer  business  and  our  environ- 
mental assumptions  for  the  1980's.  Th 
computer  business  is  evolving  from 
almost  a  pure  hardware  business  (whi 


DATA 

PROCESSING  TOP  50 
($  in  MILLIONS) 


DP 

COMPANY  REVENUES 

1M0  DP 
GROWTH 
RATE 

COMPANY 

CLASSIFI- 
CATIONS 

1  IBM  Corporation  $21367.0 

16.5% 

1 

2  NCR  Corporation 

2840.0 

17.3 

1 

3  Control  Data 

2790.5 

22.8 

1 

Corporation 

4  Digital  Equipment  Corp 

2473.3 

35.0 

2 

5  Sperry  Corporation 

2552.0 

24.5 

1 

6  Burroughs 

2478.0 

1.5 

1 

7  Honeywell  Inc. 

1634.1 

12.5 

1 

8  Hewlett  Packard 

1577.0 

37  5 

2 

9  Xerox  Corporation 

770.0 

35.1 

3 

1 0  Memorex  Corporation 

686.0 

4.3 

6 

1 1  Wang  Laboratories 

681.8 

66.1 

4 

12  Data  General 

672.8 

24.7 

2 

13  Storage  Technology  Corp 

603.5 

25.9 

6 

14  Texas  Instruments 

562  0 

41.2 

2 

1 5  Computer  Sciences  Corp 

560.3 

34.8 

2 

16  Automatic  Data 

505  0 

24.1 

9 

Processing 

1 7  General  Electric 

475.0 

21.2 

9 

18  Electronic  Data 

408.5 

31.1 

9 

Systems 

19  Amdahl  Corporation 

394.4 

31.7 

1 

20  TRW 

376.8 

32.7 

6 

21  Datapoint  Corporation 

364.0 

33.7 

2 

22  Triumph  Adler,  Inc 

325.0 

10.2 

5 

23  Management 

310.4 

12.7 

2 

Assistance  Inc 

24  Tektronix 

286.4 

38.4 

5 

25  McDonnell  Douglas  Corp 

280  0 

14.3 

9 

26  Mohawk  Data  Sciences 

277.7 

12.3 

3 

27  Prime  Computer  Inc 

267  6 

75.0 

2 

28  Harris  Corp 

260.0 

23  8 

2 

29  Teletype  Corporation 

250.0 

72.4 

3 

30  ITT  Corporation 

250.0 

2.0 

5 

31  Dataproducts 

248.3 

43.8 

6 

Corporation 

32  National  Semiconductor 

245.0 

6  5 

1 

33  Perkin-Elmer 

226.0 

31  0 

2 

34  Raytheon  Company 

225.0 

286 

6 

35  Tandy  Corporation 

220.0 

46  7 

3 

OP 

COMPANY  REVENUES 

1980  DP 
GROWTH 
RATE 

C0MPA 
CLASSI 
CATI0I 

36  Northern  Telecom  Inc 

217.1 

26.0 

6 

37  Racal  Electronics  Ltd 

212.0 

39  6 

7 

38  Tymshare  Inc 

211.0 

19.7 

9 

39  3M  Company 

205.0 

28.1 

10 

40  Four-Phase 

197.2 

10.3 

2 

Systems  Inc 

41  Computervision  Corp 

191.1 

85  5 

6 

42  C.  Itoh  Electronics 

189.0 

22.7 

5 

43  System 

186.8 

14.6 

9 

Development  Corp 

44  Motorola  Inc 

175.0 

29.6 

7 

45  General  Instrument  Corp 

172.0 

15.2 

9 

46  Ampex  Corporation 

1697 

12.2 

6 

47  Apple  Computer  Inc 

165.2  175.1 

3 

48  Bunker  Ramo 

146.7 

8.0 

6 

49  Sanders  Associates 

145.0  208  5 

8 

50  Bradford  National 

142  7 

18.8 

9 

Total  $51438.9 

20.2% 

COMPANIES 

NUMBER 

#  IN 

"COMPANY 

OF 

AVAILABLE 

CLASSIFICATION 

COMPANIES 

ESTIMATES 

1  Mainframes 

8 

8 

2  Minicomputers 

11 

11 

3  Microcomputers 

2 

2 

.  4  Word  Processing 

1 

1 

5  OEM  Peripherals 

7 

6 

6  End  User 

7 

4 

Peripherals 

7  Data 

2 

1 

Communications 

8  CAD/CAM 

2 

2 

9  Software  & 

9 

9 

Services 

10  Media 

1 

0 

Total 

50 

44 

Source:  Gartner  Group,  ir 


We  know 
small  computers. 


Computers  you  don't 
lave  to  be  an  expert 
:o  use.  Or  a  big 
company  to 
afford.  Com- 
puters that 
:ould  change 
he  way  you 
ive,  work, 
and.  learn. 

Small  com- 
puters that 
ousinesses  of 
nny  size  can 
jse  to  manage 
TLore  profitably. 
ComputerLand 
las  systems  that 

manhandle  general  accounting,  process 
payrolls,  bill  customers,  manage  data, 
make  reports — even  forecast  your  finan- 
cial future.  And  more. 

For  business,  home  or  education,  the 
jses  for  a  small  computer  are  as  bound- 
less as  your  imagination. 

ComputerLand  has  the  widest  selection 
Df  personal  computing  equipment  and 
programs  you'll  find  anywhere.  Plus  an 
9xpert  and  professional  staff.  They'll 


give  you  a 
"hands  on" 
introduction 
to  small 
computers.  And 
help  you  find 
the  right  solu- 
tion to  your 
individual 
computing 
needs. 

Let  us 
introduce 

mmymmm  With  every 

C  Wm        solution  you  also 
get  the  resources 
™  of  ComputerLand 

for  all  you  need  to  make  the 
most  of  your  computer  now  and  in 
the  future. 

If  you'd  like  to  know  what  a  small 
computer  can  do  for  you,  get  to  know 
the  people  at  ComputerLand. 


ComputerLand 

Over  150  stores  worldwide.  For  the  stores  near  you.  call  (800)  227-1617  ext.  118 
From  California  call  (800)  772-3545  ext.  1 18.  From  Hawaii  and  Canada  call  collect  (415)  930-0777 
In  Australia  or  Asia  call  Sydney  (02)  27-8959.  In  Europe  call  Luxembourg  43-54-55. 


IBM  is  proud  to  announce  a  series  of 
lardware  and  software  enhancements 
io  significant  they  mark  a  new  chapter 
n  the  history  of  Series/1. 

We've  made  one  of  our  most  versatile 
:omputers  even  more  versatile. 

The  Hard  Facts 

We've  added  a  new  processor  that 
las  more  storage  capacity  and  greater 
)rice/performance.  A  new,  lower-cost 
>rocessor/diskette  unit  that  fits  in  a  rack 
)r  sits  on  a  desk. 

A  new  family  of  higher-quality 
>rinters  designed  to  meet  a  variety  of 
leeds,  from  lower  price  to  correspon- 
lence  quality  and  remote  printing 
)ptions.  A  new  multifunction  attach- 
nent  feature  that  reduces  the  cost  of 
ittaching  I/O  devices. 

And  more.  For  less. 

The  Soft  Facts 

Series/l's  software  advances  make  it 
deal  for  tying  together  your  informa- 
ion  systems  into  a  low-cost,  flexible 
letwork. 

Now  both  the  Realtime  Programming 


System  and  Event  Driven  Executive 
operating  systems  have  Systems  Net- 
work Architecture  (SNA)  at  a  high  level 
of  interface.  This  makes  it  easier  for 
Series/1  to  talk,  in  IBM's  communica- 
tions language,  to  System/370  and  the 
4300  and  303X  processors. 

And  IBM's  new  high-speed  "data 
ring"  can  let  up  to  16  Series/Is  in  a  local 
network  communicate  with  one  another 
at  up  to  two  million  bits  per  second. 

These  new  communications 
advances,  combined  with  our  already 
extensive  facilities  to  attach  Bisynch, 
Asynch  and  X.25  devices,  significantly 
expand  Series/l's  capabilities  as  a  flexi- 
ble, powerful  distributed  processor. 

And  two  more  major  advances  — the 
Communications  Facility  and  Com- 
munications Monitor— can  help  man- 
age communications  for  you.  So  you'll 
be  able  to  concentrate  more  on  applica- 
tions processing. 

In  addition,  Series/l's  Realtime  Pro- 
gramming System  and  Event  Driven 
Executive  systems  now  have  enhanced 
COBOL,  Indexed  Access  Method  sup- 


port and  other  operating  systems  ser- 
vices to  improve  ease  of  use  and 
performance. 

The  Established  Facts 

Because  Series/1  is  a  modular  sys- 
tem, you  can  use  any  of  the  wide 
variety  of  Series/1  offerings  as  building 
blocks  to  tailor  an  overall  hardware 
solution  to  your  exact  requirements. 

Whether  you  have  specialized  needs 
like  communications  networking, 
industrial  automation  and  energy  man- 
agement. Or  more  general  needs,  such 
as  commercial  processing  and  data 
entry.  Or  the  need  to  tie  together  exist- 
ing data  processing  and  operational 
systems. 

Series/1  can  handle  these  jobs,  and 
more,  on  either  a  local  or  distributed 

basis. 

No  job  is  too  remote  for  IBM  service, 
because  it's  available  across  the  U.S.A. 

For  further  details,  call  your  IBM 
General  Systems  Divisions  representa- 
tive or  write  us  at  P.O.  Box  2068, 
Atlanta,  Georgia  30055. 


General  Systems  Division 


\  service*  aid  communications 


cost  of  hardware  was  dominant  with 
software  bundled  into  the  systems  price) 
to  a  business  more  dominated  by  soft- 
ware and  services  as  hardware  costs  (in 
particular  the  central  processor)  are  de- 
clining at  rates  of  15%  to  20%  per  year. 
This  has  two  effects.  First,  the  declining 
hardware  prices  stimulate  demand,  since 
labor  costs  continue  to  escalate.  Second, 
the  software  and  services,  as  they  are 
priced  higher,  improve  in  quality  and 
responsiveness  to  specific  customer 
requirements. 

Central  Power  Declining 

In  addition,  the  momentum  towards 
distributive  data  processing  is  eroding 
the  importance  of  the  central  site 
computer  facility.  Central  site  computer 
power  will  decline  as  a  percentage  of 
total  computer  power  by  about  5%  per 
year  throughout  the  decade,  or  by  about 
40%  for  the  entire  period.  Communica- 
tions is  helping  to  accelerate  this  change 
as  the  adoption  of  digital  technology  in 
data  communications  occurs.  Communi- 
cations will  also  drive  the  rapid  growth 
in  office  automation.  Bv  the  end  of  the 
decade,  electronic  storage  and  retrieval 
will  be  cost-effective,  as  will  electronic 
message  services  and  teleconferencing. 
And  finally,  true  integration  of  text  and 
data  processing  at  the  very  same 
terminal  will  be  accomplished. 

Yes,  it  is  true  that  technology  alone 
cannot  provide  useful  solutions  for  the 
mass  market  unless  human  interfaces 
become  more  friendly.  But  intelligent 
terminals  will  simplify  most 
man/machine  interactions  through 
prompting  devices.  In  addition, 
high-level  query  languages  will  facilitate 
information  retrieval  by  non-data  proc- 
essing personnel. 

MAINFRAMES 

The  mainframe  vendors,  not 
surprisingly,  are  led  bv  IBM,  which 
generated  62%  of  the  group's  $34.3 
billion  total.  Other  vendors  include 
NCR,  Control  Data,  Sperry,  Burroughs, 
Honeywell,  Amdahl  and  National 
Semiconductor. 

The  group's  relatively  lackluster 
performance  (revenues  up  15.8% 
and  without  IBM  up  14.7%)  reflects 


Microcomputers  •  ^?™?™"?r  \  °atl 
•  Software  and  Services  ■  Peripherals  • 


its  continued  loss  of  market  share, 
experienced  throughout  the  decade. 
However,  with  two-thirds  of  the  DP  50 
revenue,  the  group  still  remains  the 
dominant  industry  factor. 

Yet  these  companies,  particularly 
IBM,  are  much  more  than  manufacturers 
of  mainframe  computers.  Not  surpris- 
ingly, IBM  is  active  in  all  facets  of  the 
computer  business.  For  example,  its 
minicomputer  division,  General  Systems 
Division,  would  be  ranked  as  the  sixth 
largest  dp  company  and  the  second  larg- 
est (to  Digital  Equipment)  minicomputer 
vendor.  With  the  unbundling  of  soft- 
ware from  its  4300  series  of  computers, 
IBM  with  its  $1.3  billion  in  software 
revenues  captured  at  least  75%  of  the  DP 
50  software  revenues.  And  although 
IBM's  entrv  into  word  processing  and 
microcomputers  has  been  late,  its 
presence  in  both  of  these  fieids  will 
be  felt  as  we  progress  throughout  the 
decade.  Indeed,  IBM  has  many  coals  in 
the  fire,  and  while  some  may  burn  out, 
the  products  that  succeed  will  probably 
make  it  overly  hot  for  some  of  the 
competition. 

The  other  mainframe  firms  are  also 


diversifying  into  the  higher  growth  rate 
sector  of  the  industry,  using  various 
strategies.  Honeywell  may  have  been 
the  most  successful,  with  minicomputei 
now  accounting  for  as  much  as  30' 
of  revenues.  Burroughs  continues  to 
reorganize  in  an  effort  to  bring  cohesior 
to  its  office  products  operation.  And 
Amdahl  has  diversified  into  tele- 
communication by  acquiring  Tran. 

MINICOMPUTERS 

Minicomputer  firms  placed  more 
companies  in  the  DP  50  than  any  other 
sector.  Eleven  minicomputer  companies 
accounted  for  S7.5  billion  in  revenues 
during  1980,  up  an  incredible  337r 
during  a  so-called  recession  year.  Their 
growth  has  averaged  more  than  3095 
over  the  past  ten  years  and  was  wide- 
spread across  the  entire  spectrum  of  us< 
industries.  Expansion,  both  up  and 
down  their  product  lines,  and  increasec 
manufacturing  capacity,  helped  these 
companies  realize  their  potential  for 
yet  another  year. 

The  leading  vendors  were  once 
again  Digital  Equipment,  with  sales  of 
$2743  million,  Hewlett-Packard  with 


ESTIMATED  1980  DP  REVEN 
MAINFRAME  COMPANIES— 8  IN  TOP  50 
(8  ESTIMATES) 
($  IN  MILLIONS) 


INDUSTRY 

s 

% 

1 .  Financial 

$  5419 

15.8% 

2.  Insurance 

3085 

90 

3.  Government/Education/Medical 

4784 

139 

4.  Manufacturing 

10159 

29.6 

5.  Retail  &  Wholesale 

5054 

14.7 

6  Transportation 

1705 

5.0 

7.  Communications  &  Other  Utilities 

2185 

6.4 

8  Professional  &  Personal 

885 

2.6 

9.  OEM 

1025 

30 

Total 

$34301 

100  0% 

%  DP  44 

68.9% 

Total  Revenues  in  Sector 

$34301 

%  DP  50 

66.7% 

Source:  Gartner  Group,  in 

There's 

simply  no 

better  way  to 
automate 

your  office. 


If  you're  taking  steps  to 
itomate  your  business,  here 
e  two  ways  to  take  a  lot  of 
9ps  at  once. 

Wang  Office  Information 
'Stems  and  the  Wang  VS 
mily  of  computers. 
While  most  systems  on  the 
arket  perform  one  or  two  functions, 
ang  office  systems  can  do  it  all  -  data 
ocessing,  word  processing,  elec- 
)nic  mail  and  telecommunications. 
What's  more,  Wang  systems  let  you 
:egrate  these  functions  to  maximize 
>ur  productivity.  So  a  single  operator 
in  move  from  checking  invoices  to 
(imposing  correspondence,  to 
iiting  documents,  to  revising  data 
3S,  to  accessing  host  data,  to  distrib- 
mg  messages  and  memos -and 
enty  more.  All  from  a  single  multi- 
nction  workstation. 
Choose  the  VS  if  data  process- 
g  is  the  main  thrust  of  your  office 
itomation  plans.  Or  a  Wang  Office 

980  Wang  Laboratories.  Inc.,  Lowell.  MA  01851 


You  simply  can't  do  better. 

Let's  face  it:  what  you're 
looking  for  in  an  office  auto- 
mation tool  is  productivity. 
For  now  and  later. 

And  productivity  is  what 
Wang  is  all  about. 

I  want  to  put  it  all  together."' 
Tell  me  more  about  Wang 
office  automation  systems. 


-Zip- 


nformation  System      if  word  pro- 
cessing is  your  primary  need.  Either 
way,  you  won't  find  a  comparable 
system  anywhere  with  this  much 
integrated  capability  and  this  much 
simplicity  at  the  workstation  level. 


Telephone  

Send  to:  Wang  Laboratories,  Lowell,  MA  01851 
(617)  459-5000 

MA1/FB51 


WANG ) j 


Making  the  world  more  productive. 


How  do  you 
explain  something 

that's  never 
existed  before? 


He  had  a  similar  problem. 


It's  not  just  a  new  machine.  It's  a  totally  new  concept. 

Xerox  introduces  Star. 

The  Xerox  8010  Star  Information  System  is  the  first  office  tool  (with  the  possible 
exception  of  the  pad  and  pencil)  designed  specifically  for  professionals. 

You  see,  people  like  engineers,  analysts,  researchers,  etc.,  don't  deal  just  with 
words  or  numbers  or  graphics.  They  deal  with  ideas. 

The  Star  System  lets  them  create,  revise,  and  visualize  their  ideas  on  a  screen, 
before  anything  is  committed  to  paper. 

And  makes  it  possible  for  projects  that  might  otherwise  take  days  to  be  completed 
in  just  a  few  hours.  For  a  fraction  of  the  cost. 

Here's  how  it  works. 

Say,  for  example,  you're  putting  together  a  report  or  proposal. 

With  a  basic  keyboard  and  four  simple  commands,  Star  lets  you  call  up  stored 
information,  even  from  computers.  Add  to  it.  Rearrange  paragraphs.  Choose  the  style 
and  size  of  the  typeface.  Illustrate  complex  equations.  Process  records.  Create  a  virtually 


limitless  variety  of  forms,  charts  and  graphs.  And  otherwise  design  a  document  precisely 
the  way  you  want  it. 

Once  you're  satisfied  with  what  you've  created,  it  can  be  printed  exactly  the  way 
it  appears  on  the  screen. 

Your  Stars  can  form  a  galaxy. 

You  can  also  plug  your  Star  into  the  Xerox  Information  Outlet.  Then, 
through  a  Xerox  Ethernet  cable,  you  can  share  information  with  other  Stars 
throughout  your  company,  including  other  offices  in  other  cities.  So  several 
professionals  can  work  together  on  one  page,  or  on  a  whole  report,  without 
leaving  their  desks. 

In  other  words,  professionals  can  spend  less  time  running  from  office  to  office, 


doing  tedious  jobs,  or  waiting  for  outside  help.  And  more  time  doing  the  productive 
work  there  never  seems  to  be  enough  time  to  do. 

"Butlcan'ttypeV 

Because  Star  was  designed  for  professionals,  it  requires  no  previous  experience 
with  keyboards  or  display  screens.  What  they  work  with  on  the  screen  are  symbols  of 
what  they  work  with  every  day  (such  as  a  file  drawer  or  an  in/out  box).  So  most  people 
can  become  familiar  with  it  in  just  a  few  minutes. 

For  more  information,  write  Xerox  Corporation,  P.O.  Box  470184,  Dallas, 
Texas  75247.  Or  better  yet,  ask  for  a  demonstration. 

You'll  see  why  Star— just  like  the  wheel— is  a  lot  easier  to  use  than  explain. 

XEROX 


XEROX®.  H010.  STAR  .ind  Ethernet  arc  trjdctrurks  of  XEROX  CORPORATION. 


•  Cooiers  •  Mainframes  •  Minima  . 

services  •  Cad/Cam  .  Data  SComputers  ' 
sewwa  aid  communications 


Microcomputers  •  Word  •  Oat 

.Software  and  Services  •  Peripherals  .  - 


sales  of  $1577  million  and  Data  General 
with  sales  of  $673  million.  Together 
these  three  companies  accounted  for 
two-thirds  of  the  total  for  all  11  vendors. 

The  distinctions  are  blurring  be- 
tween mainframes  and  minicomputers 
and,  for  that  matter,  minicomputers  and 
microcomputers.  Back  in  1970,  there 
were  clear  product  line  distinctions,  but 
today's  minicomputers  offer  sub- 
stantially more  power  than  the  main- 
frames of  yesteryear.  And  at  the  very 
low  end,  minicomputer  suppliers  utilize 
the  same  microprocessors  that  are  used 
by  microcomputer  vendors.  The  distinc- 
tions used  for  this  survey  are  based  on 
the  average  systems  price.  Vendors  are 
arbitrarily  cited  as  minicomputer  manu- 
facturers if  the  predominant  dp  activity 
is  in  selling  systems,  and  if  the  average 
system  ranges  in  price  from  $15,000  to 
$250,000.  With  the  power  and  archi- 
tecture of  small  systems  overlapping 
what  some  may  define  as  traditional 
mainframes,  it  is  not  surprising  to  find 
that  the  application  spectrum  using 
minis  has  become  exceedingly  broad. 

MICROCOMPUTERS 

Revenue  growth  continued  at  a 
blistering  pace,  with  worldwide  end  user 
sales  of  $1.3  billion  in  1980 — more  than 
five  times  the  1978  level.  Once  con- 
sidered a  fad  market  for  the  computer 
hobbyist,  the  business  market  now 
accounts  for  60%  of  this  subsector's 
revenues.  Just  as  the  so-called  experts 
laughed  at  the  prospects  for  mini- 
computers in  the  early  70's,  they  now 
question  the  extent  to  which  micro- 
computers (defined  as  configured 
systems  for  under  $15,000)  will  invade 
the  ranks  of  the  major  dp  user  groups. 
Even  this  notion  is  already  becoming 
obsolete,  as  users  in  certain  industries, 
particularly  finance,  education,  retail 
and  professionals,  are  already  becoming 
major  buyers.  The  revolution  in  micro- 
computers is  only  limited  by  the  amount 
of  applications  programming  available. 

The  keys  to  success  in  this  market 
segment  are  distribution  and  marketing. 
The  two  companies  in  the  DP  50  clas- 
sified as  microcomputer  vendors 
are  Tandy  Corporation  and  Apple 
Computer,  both  of  which  are  strong 


marketeers.  Other  important  vendors 
include  Commodore  International,  Atari, 
Zenith  Data  Systems  and  Cromemco. 
Among  the  DP  50,  there  are  many  other 
vendors  that  have  developed,  or  are 
developing,  products  to  address  this 
market.  They  include  Hewlett-Packard, 
Texas  Instruments,  IBM,  Xerox  and  Data 
General.  No  doubt  as  the  realities  of  the 
market  become  more  apparent,  more 
vendors  will  vie  for  share.  Currently 
there  are  close  to  100  companies  manu- 
facturing microcomputers;  these  include 
several  aggressive  Japanese  vendors, 
for  example  NEC,  Sharp,  Canon,  Mitsu- 
shita,  Casio,  Sord  Computer,  Hitachi, 
and  Oki  Electric. 

This  subsector  is  revolutionizing 
traditional  business  practices.  Direct 
sales  and  servicing  is  too  expensive 
for  systems  selling  under  $15,000;  in- 
stead, new  distribution  channels  have 
developed,  such  as  independent  retail 
stores,  mass  merchandisers  and  office 
equipment  dealers.  These  outlets  may 
serve  as  the  basis  of  a  trend  for  the 
marketing  of  more  expensive  systems. 


WORD  PROCESSING 

Although  Wang  alone  among  the 
DP  50  has  been  classified  as  a  word  proq 
essing  company,  this  sub-sector  is 
experiencing  rapid  growth.  Smaller 
companies  that  are  participating  in  the 
growth  of  word  processing  include 
Lanier,  CPT,  Vydec  (a  subsidiary  of 
Exxon  Enterprises),  Micom,  NBI, 
and  others.  Sales  for  the  segment 
approached  $1  billion  in  1980,  up  567c 
from  1979.  Obviously,  many  of  the  othe 
top  50  companies  provide  equipment 
and  services  in  the  word  processing 
field,  or  in  more  advanced  "office  auto- 
mation" applications.  Although  growth 
may  slow  somewhat  this  industry  sub- 
sector  should  nevertheless  grow  in  ex- 
cess of  30'/c  over  the  next  several  years. 

The  momentum  for  word  processin 
comes  from  the  improved  office  produc 
tivity  it  achieves.  Wang  is  by  far  the 
leader,  not  onlv  in  terms  of  shipments 
but  also  with  regard  to  applying  innova 
tive  technologies  to  the  office.  In  the 
past,  hardware  has  been  sold  piecemeal 
into  the  office.  The  office  of  the  future 


ESTIMATED  1980  DP  REVENUES 

MINICOMPUTER  COMPANIES- 

-11  IN  TOP  50 

(11  ESTIMATES) 

($  IN  MILLIONS) 

INDUSTRY 

$ 

% 

1 .  Financial  $ 

305 

4.1% 

2  Insurance 

90 

25 

3  Government/Education;  Medical 

1239 

16.6 

4  Manufacturing 

1876 

25.2 

5.  Retail  &  Wholesale 

253 

m  34 

6.  Transportation 

321 

W  43 

7-  Communications  &  Other  Utilities 

305 

4.1 

8.  Professional  &  Personal 

1090 

14.6 

9.  OEM 

1879 

25.2 

Total  $ 

7458 

100  0% 

%  DP  44 

15.0% 

Total  Revenues  in  Sector  $ 

7458 

%  DP  50 

14.5% 

Source:  Gartner  Group,  i 

HARRIS  technology 
on  the 
lob 


i  information 
ystems, 

tarris  Corporation 
produces 
lata  processing 
Brminals, 
leneral-purpose 
:omputers, 
i/ord  processing 
ystems  and 
upervisory 
ontrol  systems. 
Multi-function 
listributed  data 
processing  systems  from 

larris  Corporation  provide  remote  access  to  central  computers 
>/us  on-site  computing  power,  helping  business  and 
lovernment  handle  growing  data  processing  workloads. 
HARRIS  technology  works  worldwide— in  communication 
quipment,  information  systems,  government  systems, 
emiconductors  and  printing  equipment.  For  information,  write: 
larris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  1680  distributed  data  processing 
system  at  General  Foods 


a\s  •  Copiers  •  Mainframes  •  Minirnn,  , 
h  Services  •  Cad/Cam  .  Data  nln'comWl*n  ' 
U  bervitc*  did  communications 


CEO's  GUIDE 


ELECTRONIC  MAIL 
VIA  OFFICE  COPIER 


An  interesting  development 
using  office  copiers  will  be  in  the 
printed  reproduction  of  elec- 
tronically generated  messages. 
Data  terminals  routinely  receive 
messages,  reports  and  graphics 
which  are  displayed  on  their 
video  type  cathode  ray  tubes 
(CRT's).  If  the  terminal  operator 
wishes  a  printout  of  the  informa- 
tion which  appears  on  the  CRT, 
he  can  have  it  printed  locally  at 
the  terminal  (if  the  terminal  is  so 
equipped)  or  it  can  be  printed  re- 
motely —  where  more  elaborate 
printers  are  available.  Quite 
often,  the  quality  of  the  local 
printout  is  marginal  and  the  de- 
lay in  receiving  a  remote  print- 
out can  decrease  its  usefulness. 
In  either  case,  the  printout  of 
graphics  is  often  degraded  be- 
cause the  mechanical  means 
commonly  used  in  most  com- 
puter printing  limits  the  res- 
olution desirable  for  graphics. 
This  new  development  unites 
the  digital  information  of  the 
data  terminal  to  the  reproduc- 
tion capabilities  of  the  copier  in  a 
manner  more  efficient  than  the 
scanning  technique  used  in  fac- 
simile. Frames  of  information 
which  are  transmitted  from  the 
image  processor  (computer)  and 
appear  on  the  data  terminal  CRT 
can  be  automatically  routed 
to  the  system's  copier.  Thus, 
graphics  can  be  reproduced  on 
the  copier  with  a  quality  compa- 
rable to  —  or  even  better  than  — 
the  resolution  of  the  CRT  video 
screen. 

The  prosaic  role  of  the  office 
copier  will  soon  be  enhanced  bv 
its  combination  with  many  types 
of  communications  equip! 
—  adding  greater  flexibility  to 
the  office  as  an  electronic  mail 
station. 
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will  be  integrated,  with  sophisticated 
communications  between  all  hardware 
including  word  processors  and  other 
"black"  boxes.  The  communications  glue 
for  office  applications  will  include  both 
the  PABX  and  local  networks,  such  as 
Xerox's  Ethernet. 

We  expect  word  processing  to 
become  increasingly  competitive,  which 
in  turn  may  tend  to  erode  the  high  profit 
margins  currently'  enjoved  by  some  of 
the  leading  vendors.  In  particular,  IBM 
and  Xerox  loom  as  very  strong  competi- 
tors. In  addition,  companies  like  Data- 
point,  Harris  Corporation,  and  Digital 
Equipment  may  impact  this  market. 


DATA  COMMUNICATIONS 

Only  two  companies  in  the  DP  50, 
Racal  Electronics  and  Motorola,  were 
classified  as  data  communication  firms. 
However,  smaller  data  communica- 
tions vendors,  including  Paradyne  and 
General  DataComm,  are  listed  in  the 
data  processing  ranks,  and  many  larger 
companies  classified  under  other  sub- 
sectors  also  manufacture  data  com- 
munications equipment.  Whereas  the 
two  companies  had  revenues  of  $387 
million,  the  total  communications 
revenues  from  the  DP  50  exceeded  $1 
billion,  and  these  revenues  still  do  not 
include  data  communications  products 
sold  with  mainframes  and  minicomputer 
systems  at  the  time  of  the  initial  installa- 
tion. Most  telling,  perhaps,  is  that  more 
and  more  computer  hardware  is  being 
sold  in  a  communications  environment. 

Growth  in  data  communications 
products  could  average  257c  or  more  in 
the  80's.  Propelling  this  demand  is  the 
continuing  trend  towards  distributed 
data  processing,  new  applications  for 
on-line  transaction  processing,  and  new 
technologies  in  telecommunications 
which  will  make  new  applications  cost 
effective.  Examples  are  electronic  mail, 
electronic  filing,  electronic  conferencing 
as  well  as  other  office  integration 
functions. 

Data  communications  was  defined 
to  include  modems,  multiplexers,  net- 
work diagnostic  equipment,  data  com- 
munication switches  and  front  end  proc- 
essors. Excluded  were  communication 


services  and  telecommunications  gear 
(including  PABX's,  satellites,  antennas, 
dishes). 

Data  communications  equipment  ij 
used  across  almost  all  industry  sectors. 
For  example,  the  financial  industry, 
which  includes  banks  and  brokerage 
houses,  is  a  significant  user  of  data 
communications  gear  for  money 
transfer,  on-line  transaction  processing 
and  on-line  read-only  data  inquiry  (for 
applications  requiring  real  time  such  asi 
stock  quotes  and  currency  rates).  Trans: 
portation  might  range  as  high  as  20%  f«i 
the  entire  industry.  On-line  transaction 
processing  is  used  by  the  airline  indust 
for  reservations  and  seat  selection,  by 
the  car  rental  industry  for  reservations, 
and  by  the  trucking  industry  for  bill  of 
lading  analysis,  equipment  allocation 
analysis,  and  least-cost  routing. 


SOFTWARE  AND  SERVICE 

By  any  measure,  software  and  serv 
ice  is  one  of  the  most  important  sectors 
in  the  DP  industry.  Nine  companies 
(Computer  Sciences;  ADP;  General 
Electric;  Electronic  Data  Systems; 
McDonnell  Douglas;  Tymshare;  System 
Development  Corporation;  General 
Instrument;  and  Bradford  National) 
have  been  classified  in  this  sector,  and 
their  combined  revenues  exceeded 
$2.9  billion,  up  24%  from  1979.  Still, 
practically  every  company  in  the  DP  50 
provides  software  and  service,  and  the 
combined  software  and  service  revenue 
of  all  50  companies  reached  $6.8  billion 
Expanding  this  definition  to  include 
maintenance,  software  and  service, 
revenues  reached  SI  5.4  billion  in  1980, 
30%  of  the  total  for  the  DP  50. 

Service  and  maintenance  revenues 
have  grown  at  a  steady  207  over  the 
past  few  years.  However,  software  sale 
are  experiencing  an  unprecedented 
boom,  helped  in  part  by  the  unbundling 
of  software  from  hardyvare  prices  bv 
IBM.  We  estimate  packaged  software 
sales  at  $1.6  billion  in  1980,  up  297  froi 
1979,  and  a  similar  groyvth  is  expected 
occur  over  the  next  five  years.  Custom 
softyvare,  yvhich  is  classified  as  service, j 
approached  an  additional  billion  in  198* 


ivite  the  Integrity  of  Greyhound 
to  Your  Boardroom. 


rhe  next  time  your  Board  agenda 
resses  the  Data  Processing  Budget, 
nave  a  suggestion.  Arrange  to  pre- 
t  the  Board  with  a  computer  lease 
posal  from  Greyhound  as  a  more 
active  alternative  to  acquiring  equip- 
it  from  the  manufacturer 
Since  1962,  thousands  of  companies 
iver  the  world  have  leased  from 
yhound.  With  good  reason.  In  this 
i  competitive  industry,  we  continue  to 
cessfully  guide  our  customers 
jnd  the  impact  of  technological 
oiescence  and  price  fluctuations,  all 
while  serving  their  needs  with  integrity. 


With  Greyhound,  you  have  the 
assurance  that  this  Fortune  500 
company  is  backing  your  lease.  Our 

experience  enables  us  to  provide  pro- 
fessional guidance  in  every  aspect  of  com- 
puter financing  and  computer  care, 
including  engineers  who  provide  installa- 
tion and  maintenance  service. 


Our  goal  is  to  provide  your  company 
with  the  best  value  for  its  computer  dollars. 

If  you're  considering  acquiring  or 
changing  computer  equipment,  get  the 
facts  on  Greyhound.  We'll  show  you 
all  the  ways  a  Greyhound  choice  can 
be  the  best  one.  Write  us  and  we'll  send 
you  more  information.  Or  call  us  toll-free 
today  800-528-6113. 


Greyhound 

Computer  Corporation 

Greyhound  Tower,  Phoenix,  Az.  85077 
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Programming 
Supply/Demand  Gap 

The  changing  nature  of  data  proc- 
essing will  allow  software  and  services 
to  exert  increasing  influence  on  the 
industry  by  vastly  expanding  the 
application  base  and  the  reliance  on 
specialists.  The  supply/demand  gap  for 
programmers  is  widening  and  will  have 
a  profound  effect  for  users  experiencing 
personnel  shortages.  To  alleviate  some 
of  the  problems,  software  productivity 
will  improve  as  new  tools  are  widelv 
developed.  Eventually,  software  applica- 
tions will  be  developed  without  using 
conventional  programming.  However, 
users  should  anticipate  that  in-house 
software  development  will  eventually 
exceed  hardware  costs. 

Among  the  higher  growth  areas  for 
software  and  service  are  small  business 
and  home  computing.  These  areas  are 
embryonic  with  regard  to  meaningful 
software,  and  users  can  expect  massive 
software  applications  to  be  forthcoming 
over  the  next  five  years.  Industrial  appli- 
cations represent  another  high  growth 
area,  considering  the  low  penetration 
that  still  exists  in  the  manufacturing 
plant.  Computer  graphics,  robotics  and 
integrated  manufacturing  are  clear  target 
application  markets.  Other  high  growth 
markets  for  software  and  service  will  be 
in  communications,  particularly  in  the 
forthcoming  "office  of  the  future"; 
energy  management;  and  health  care. 

The  government  is  currently  the 
largest  user  of  software  and  services, 
and  this  trend  is  likely  to  continue. 
Major  users  include  such  Departments 
as  Defense,  Agriculture,  HEW,  and 
HUD,  and  such  agencies  as  GSA,  IRS, 
NASA,  and  the  FBI.  However,  federal 
purchasers  as  well  as  their  commercial 
counterparts  are  likely  to  be  changing 
their  buying  habits.  High  costs  will  moti- 
vate them  toward  acquiring  special 
purpose  computers  with  internally- 
developed  custom  software. 

The  industry  breakdown  is  based 
on  the  nine  dedicated  companies  which 
represent  approximately  40%  of  the  total 
for  software  and  services  (excluding 
maintenance)  and  is  probably  a  good 
representation  for  the  entire  industry. 


Government  with  327<  leads  all 
industries  with  finance  (19%),  manufac- 
turing (15 f ),  and  retail  and  wholesale 
(11%),  and  insurance  (9%)  close  behind. 

PERIPHERALS 

Periperal  devices  are  rapidly  becom- 
ing the  largest  portion  of  data  processing 
systems  cost.  The  technology  curve  for 
the  central  processing  unit  (CPU) 
is  much  steeper  than  for  peripheral  de- 
vices. This  is  because  of  the  electron- 


ic nature  of  the  CPU  compared  with 
the  largely  mechanical  nature  of  the 
peripherals.  Also,  as  the  CPU  engines 
become  more  powerful,  they  can  drive 
more  I/O  devices.  Thus,  the  percentage 
of  I/O  boxes  to  CPU's  is  growing, 
increasing  the  relative  importance 
of  peripherals  still  more. 

Fourteen  of  the  DP  50  companies 
are  classified  as  peripheral  suppliers.  Ir 
1980,  they  accounted  for  revenues  of 
$4.7  billion,  up  20%.  These  companies, 


ESTIMATED  1980  DP  REVENUES 
CAD/CAM  COMPANIES— 2  IN  TOP  50 
(2  ESTIMATES) 
($  IN  MILLIONS) 


INDUSTRY 


1 .  Financial 

2.  Insurance 

3.  Government/Education/Medical 

4.  Manufacturing 

5.  Retail  &  Wholesale 

6.  Transportation 

7.  Communications  &  Other  Utilities 

8.  Professional  &  Personal 

9.  OEM 


Total 
%  DP  44 

Total  Revenues  in  Sector 
%  DP  50 


Source.  Gartner  Group,  in 


Businesses  of  all  sizes,  from  proprietor- 
ships to  Fortune  500  giants,  are  turning  to 
Saxon  —  copiers  built  for  the  long  run. 

Dependable  new  business  partners. 

The  SX  30.  A  dry  toner,  plain  paper 
Saxon  that  delivers  30  copies  a  minute.  Dual 
cassettes  make  paper  changes  as  easy  as 
touching  a  button. 

The  SX  18.  Fiber  optics  make  for  a 
remarkably  compact  machine  —  just  YlVi 
high.  This  dry  toner  copier  produces  18  plain 
paper  copies  a  minute. 

The  SX  18  and  SX  30  roll  out  crisp,  sharp 
copies— up  to  11"  x  17"— with  edge-to-edge 
accuracy.  Both  copy  onto  most  standard 
bond  paper,  even  letterhead. 

Saxon's  exclusive  SynTrak™  electronic  drive 
system  and  short,  straight  paper  path  assure 
quiet  dependable  performance  and  minimize 
paper  jams. 

The  SX  20S.  A  sorting  copier  for  the  price 
of  an  ordinary  copier.  The  most  compact, 
economical  copier/sorting  system  in  the 
world.  It  handles  up  to  10  sets  of  35-page 
documents.  And  extends  a  mere  5W'  from 
the  copier.lt  collates  20  pages  a  minute. 


Service  after  the  sale: 
An  ancient  Saxon  law. 

Behind  every  Saxon  model  is  a  team  of 
factory-trained  service  technicians.  And  a 
massive  inventory  of  parts  and  supplies  for 
fast  response. 

Put  dependability  on  your  side. 

See  for  yourself  why  Fortune  500  com- 
panies and  governmental  agencies  nation- 
wide are  lining  up  behind  Saxon.  For  more 
information,  call  toll  free,  800-526-7843. 
In  New  Jersey,  800-522-4503.  Or  return 
the  coupon. 


r&  SAXON  BUSINESS  PRODUCTS 

t£J  A  DIVISION  OF  SAXON  INDUSTRIES.  INC. 

Copiers  built  for  the  long  run. 
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Let  the  Saxon  get  down  to  business  for  yoi 

Saxon  Business  Products  _„ 
13900  NW  57th  Court  800-526-7843 

Miami  Lakes,  Florida  33014    In  New  Jersey  call 

800-522-4503. 


Rush  information  on  the  SX  copiers. 


1FR< 


^Name 

Title 

^  Company 

Address 

State 


Zip 


»,  Saxon,  SX  18.  SX  20S,  SX  30  and  SynTrak  ate  trademarks  of 
||  Saxon  Industries,  Inc.      s  Saxon  Business  Products  1981 


service  .    did  to/nniunications 
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however,  only  begin  to  tell  the  story. 
The  DP  50  in  total  generated  $10.2  billion 
in  peripherals  (which  sf;7/  excludes  I/O 
gear  sold  with  the  initial  installation). 
Assuming  that  peripheral  revenues  were 
a  conservative  50%  of  installations  for 
mainframe,  minicomputer,  micro- 
computer and  word  processing  systems, 
perhaps  yet  another  $12.1  billion  can  be 
added  to  this  subsector.  The  total  of 
$22.3  billion  is  43%  of  the  all  DP  50 
revenues. 

In  looking  at  the  industry  breakouts, 
one  must  separate  peripheral  vendors 
into  two  classes — OEMs  and  end-users. 
OEMs  market  their  products  to  other 
computer  companies  and  small  distribut- 
ors who  in  turn  sell  to  the  end-user. 
End-user  peripheral  vendors  market 
directly  to  end-users.  While  OEM  vend- 
ors generally  participate  in  the  general 
growth  of  the  computer  industry, 
end-user  vendors  frequently  save 
customers  money  by  offering  them 
alternatives  to  their  major  suppliers, 
most  often  IBM. 

Varying  Growth  Picture 

A  general  statement  about  the  out- 
look for  peripheral  devices  would  be 
misleading.  The  equipment  group  is 
comprised  of  several  components,  each 
characteristically  having  separate 
demand  functions  and  pricing  curves. 
Large  disk  drive  demand,  as  measured 
by  megabytes  of  storage,  is  projected 
to  grow  at  almost  50%  for  the  next  five 
years.  However,  new  disk  technologies 
are  likely  to  result  in  lower  prices  at  the 
rate  of  15-207p  per  year  (as  measured 
by  $/megabytes)  which  would  result 
in  revenue  gains  of  roughly  25-30% 
per  year.  Large  tape  drive  demand  is 
considerably  lower,  perhaps  15-20%  per 
year.  New  technologies  which  will  lower 
prices  may  accelerate  demand  some- 
what, but  not  enough  to  offset  the  learn- 
ing curve;  therefore,  15%  growth  seems 
like  a  reasonable  ceiling. 

Small  tape  and  disk  drives,  those 
predominantly  sold  by  OEMs,  are 
experiencing  unprecedented  demand 
resulting  from  both  the  explosion 
of  low-end  systems  and,  especially, 
improved  price-performance.  Revenues 


in  this  sector  could  average  30%  over  the 
next  five  years. 

Printers,  particularly  at  the  low  end, 
should  grow  in  units  at  almost  407f  per 
year.  But  here  again,  technology  gains, 
(apart  from  competitive  factors,  chiefly 
from  the  aggressive  Japanese  vendors) 
could  cause  price  declines.  The  upshot 
would  still  be  handsome  revenues  gains 
approaching  30%,  but  with  possibly 
reduced  profitability. 

CAD/CAM 

Computer-aided  design/computer- 
aided  manufacturing  (CAD/CAM)  is  one 
of  the  hot  new  computer  application 
categories.  Justified  by  users  because  of 
the  large  productivity  gains  (up  to  20:1 
for  some  applications)  and  therefore 
excellent  return  on  investments  (ROI), 
this  business  grew  an  incredible  70%  in 
1980  to  an  estimated  $510  million.  In 
addition  to  improved  productivity, 
CAD/CAM  systems  provide  users  other 
indirect  benefits,  better  predictability  of 
the  design  process,  and  improved  inte- 
gration with  manufacturing. 

Although  $510  million  does  not 
seem  like  a  large  market  compared  to 
the  $51.4  billion  estimated  for  the  DP  50, 
CAD/CAM  revenues  probably  approach 
a  more  significant  total  of  $2  billion 
when  peripherals  (including  graphic 
displays,  plotters,  digitizers,  etc.),  and 
software  and  services,  and  non-dedicat- 
ed mainframes  and  minicomputers  are 
added  to  the  total. 

Vendors  Emerging 

Only  two  companies  in  the  DP  50, 
Computervision  and  Sanders  Associates, 
have  been  officially  listed  as  CAD/CAM 
vendors.  Computervision  is  the  leading 
turnkey  systems  vendor,  with  a  37% 
market  share,  while  Sanders  is  predom- 
inantly a  peripherals  supplier  to  this 
marketplace.  Other  important  vendors, 
not  yet  large  enough  to  make  the  DP  50, 
include  Gerber  Scientific,  Applicon, 
Intergraph,  Auto-trol  Technology, 
Manufacturing  Data  Systems,  Summa- 
graphics,  and  Evans  and  Sutherland.  In 
addition,  General  Electric,  which  is  listed 
as  a  software  and  service  vendor,  plavs 
an  important  role  through  its  Calma  sub- 


sidiary. Many  others  within  the  DP  50 
are  also  important  contributors  to  this 
market,  including  IBM,  Control  Data, 
Hewlett-Packard,  Tektronix,  and 
McDonnell  Douglas. 

Although  applications  at  present  ar 
widespread,  the  industry  was  spawned 
by  design  applications  needs  for  the 
electronic  industry.  CAD/CAM  systems 
are  used  to  design  integrated  circuits 
(ICs)  and  printed  circuit  boards  (PCB's) 
As  the  industry  matured,  new  applica- 
tions developed  for  mechanical  designs, 
which  now  account  for  approximately 
40%  of  total  systems.  The  development 
of  three-dimensional  graphics  helped  to 
propel  these  mechanical  applications.  T| 
largest  users  are  the  aerospace  and  auto 
motive  industries,  which  first  saw  the 
economic  and  competitive  advantages 
of  implementing  graphic  systems  to 
shorten  design  cycles.  The  machine  tool 
industry  is  also  active  in  integrating 
graphic  svstems  to  their  products. 

Other  major  applications  include 
architectural  and  engineering  (A&E)  am 
mapping.  A&E  is  highly  labor  intensive 
and  CAD  systems  are  used  to  eliminate 
repetitive  drafting.  These  applications 
are  used  across  several  industries,  with 
petroleum,  chemical,  utility  and  archi- 
tectural companies  heading  the  list. 
Mapping  is  a  relatively  new  application 
but  one  with  strong  potential.  CAD 
systems  not  only  can  display  maps,  but 
can  be  used  to  model  in  an  interactive 
mode.  Geologists  use  computergraphic: 
to  help  identify  optimal  hydrocarbon 
formations.  Government  agencies  use 
mapping  for  military  navigation  as  well 
as  property  tax  planning.  A  final  applic 
tion,  simulation  and  training,  is  used 
by  a  variety  of  industries,  although  the 
government  (particularly  the  armed 
force's)  and  aerospace  companies,  have 
been  the  largest  users. 


Xerox  Computer  Services 

announces  more 
Xerox  computer  services. 


Business  is  changing.  And  so 
re  we.  This  year,  we  have  more 
rays  than  ever  to  help  solve  your 
usiness  problems. 

Our  software. 
Your  hardware. 

For  the  past  ten  years,  Xerox 
'omputer  Services  has  provided 
n-line  integrated  computer 
I  services  to 
hundreds  of 
companies  and 
public  agencies.  Our 
)ftware  has  been  one  reason 
>r  our  success. 

Now  for  the  first  time,  we're 
censing  this  proven  software 
rith  over  25  applications  to  run 
n  in-house  equipment.  And 
re're  also  offering  mini-computer 
lrnkey  systems  and  other  soft- 
rare  products. 


Run  your 
own  network. 

If  your  business  operates  in 

m 


more  places  <j  than  one, 
even  in  Europe,  we  can  help  you 
be  everyplace  at  the  same  time. 
Our  network  services  give 
you  the  information  you  need 
from  any  of  your  locations  in  a 
moment's  notice. 

A  common 
production  problem. 

We'll  help  make  sure  the 
right  jobs  are  done  in  the  right 
order.  Instead  of  putting  the 
cart  before  the  horse.  For  years 
we've  been  helping  manufac- 
turers improve  their  material 
requirements  planning,  priority 
scheduling,  production  control, 
and  W^uiventory  control. 
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No  bikinis  in  Alaska. 

When  it  comes  to  distribu- 
tion, its  all  in  your  delivery. 
Our  systems  can  help  you 
manage  inventory  and  oversee 
multiple  warehouses  making 
various  shipments  from  each. 
Without  leaving  anyone  out  in 
the  cold. 

For  more 
information 
call  or  write 


Ron  Rich 
c/o  Xerox  Computer  Services, 
5310  Beethoven  St.,  Los  Angeles 
90066,  (213)  306-4000.  And  you'll 
see  how  we  can  help  you  keep 
from  manufacturing  problems 
and  distributing  mistakes. 
Xerox  Computer  Services 


XEROX 


ROX'iw  trademark  of  XEROX  CORPORATION 


The  Second  Annual  National 
Software  Package  Conference 
&  Exposition  piuS|0| 

September  14 -17 
Merchandise  Mart 
Ex  pocenter  Chicago 


Decei 

Wembley  Conference  Center 
London,  England 


MAILTO:  SOFTWARE  INFO  C/O  INFOSYSTEMS,  HITCHCOCK  BUILDING,  WHEATON,  IL  60187 


r~|  Send  Conference  Information  Name, 
for  Software  Info 


I  I  Send  Exposition  Credentials 

—  for  Software  Info 

|   |  Send  Exhibitor  Information 

—  for  Software  Info 

I  I  Send  Information  Package  for 

—  Software  Info  International 
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?  borne  taping  revolution  has  knocked  record  sales  out  of  the 
>wth  groove.  Help  from  new  technology  or  new  laws  is  unlikely, 
y  not  offer  better  quality  higher-fidelity  cassettes? 


Fast 
forward 


qing  the  heat  in  New  York's  Washington  Square  Park 

or&s  are  going  to  be  like  hardcover  books  and  cassettes  tike  paperbacks.' 


By  Jonathan  Greenberg 

Jessica  Epstein  was  every  record 
executive's  dream.  When  punk 
rocker  Patti  Smith  hit  the  market, 
Jessica,  a  21 -year-old  student  from 
Brooklyn,  donned  a  black  leather  jacket 
and  bought  every  one  of  her  albums. 
When  Talking  Heads  blasted  onto  the 
New  Wave  scene,  Jessica  eagerly  awaited 
each  new  release  and  "pogoed"  to  their 
music  at  parties.  She  snapped  up  prod- 
ucts by  such  new  artists  as  the  Contor- 
tions and  Pere  Ubu.  Six  records  a  month 
this  young  music  enthusiast  bought, 
spending  about  $400  a  year. 

Then  something  happened.  "I  was  liv- 
ing with  a  friend  and  she  taped  all  my 
albums,"  Jessica  remembers.  "I  thought, 
'Wow,  it's  really  great  she  can  do  that.'  " 
Jessica  thought  some  more  and  bought  a 
$200  cassette  deck  that  attaches  to  her 
stereo.  Now,  she  borrows  albums  from 
friends  for  home  taping.  "I  don't  notice 
any  difference  in  sound  quality,"  she 
said.  She  does  notice  a  rather  large  differ- 
ence in  costs.  For  $3  she  can  record  two 
entire  albums  on  a  premium-quality  cas- 
sette. Her  record  expenditures  are  down 
to  just  $60  a  year — but  she  buys  $80 
worth  of  blank  recording  tape. 

Rock  fans,  however,  are  only  part  of 
the  tape  craze.  Sony's  Walkman,  a  14- 
ounce  portable  tape  player  with  stereo 
headphones,  retails  for  $150  and  is  must 
wearing  for  joggers,  skaters  and  jet-set- 
ters from  New  York  to  Los  Angeles. 
Sales,  including  competitors'  models, 
should  top  1  million  units  this  year.  A 
less  expensive  Walkman — bound  to 
catch  on  with  teenagers — will  hit  the 
market  soon.  Meanwhile,  car  stereo  cas- 
sette installations  are  growing  by  30% 
annually,  and  demand  for  high-quality 
tape  deck  components  is  on  the  rise 
while  turntable  sales  are  falling. 

It's  easy  to  see  why.  Taping  music 
from  a  phonograph  or  the  radio  for  per- 
sonal use  isn't  against  the  law,  and  to- 
day's technology  makes  it  cheaper— and 
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Discs  slip;  tapes  rip 


Something  is  amiss  in  musicland.  After  reaching  a  high  of  534  million  units  in 
1977,  record  sales  have  steadily  wound  down.  Demand  for  blank  tape  cassettes, 
not  coincidentally,  has  more  than  doubled  since  1973. 
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Source:  Recording  Industry  Association  of  America,  Predicasts.  Audits  a)  Surveys,  Forbes  estimates 


in  most  cases  more  convenient — than 
buying  a  record.  Two  $8.98  albums  fit  on 
a  single  $3  cassette  that  is  easier  to  store 
and  will  never  crack  or  scratch.  Also,  a 
battery-powered  Walkman-like  player  is 
not  much  bigger  than  a  cigarette  pack 
and  goes  anywhere.  "Records  are  going 
to  be  like  hardcover  books  and  cassettes 
will  be  like  paperbacks/'  predicts  one 
music  industry  executive. 

The  people  who  make  blank  tape,  of 
course,  have  been  riding  this  wave  for 
the  past  decade.  Domestic  sales  to  dis- 
tributors now  amount  to  $300  million 
annually — 3  times  the  1973  level.  Mem- 
orex  and  Minnesota  Mining's  Scotch  di- 
vision lead  the  pack  in  dollar  volume  and 
unit  sales.  Close  behind  are  two  Japanese 
companies,  TDK  and  Maxell,  a  subsid- 
iary of  Hitachi.  Both  had  only  a  minor 
share  of  the  market  until  a  few  years  ago 
when  they  began  advertising  heavily. 
Now  each  has  about  $40  million  in  annu- 
al revenues  from  the  U.S.  Sony,  Signal 
Co.'s  Ampex,  BASF,  Fuji  and  others  also 
sell  blank  tape. 

Selling  blank  tape  is  a  cutthroat  com- 
modity business — and  one  that  promises 
steady,  if  hardly  superior,  profits.  But  the 
tape  boom  is  already  eroding  unit  sales  in 
the  $3.7  billion  recorded  music  industry. 
Unit  sales,  which  include  99  million 
prerecorded  cassettes,  have  decreased  for 
the  second  straight  year,  from  726  mil- 
lion in  1978  to  649  million  last  year. 
Experts  estimate  that  perhaps  $700  mil- 
lion in  record  revenues  was  lost  last  year 
to  home  taping.  At  the  moment,  the 
sound  quality  of  a  home-recorded  blank 
cassette  is  often  superior  to  a  prerecord- 
ed product,  which  is  made  on  low-grade 
ferric  oxide-coated  tape  instead  of  re- 


fined ferric  oxide  or  even  chromium 
dioxide,  which  allow  higher  frequencies 
and  greater  audio  levels.  And  the  price 
difference  is  considerable:  a  purchase 
price  of  $3  to  $4  for  a  top-quality  90- 
minute  blank  tape?'. v.  $14  for  two  $8.98 
list-price  albums. 

Unless  record  companies  can  reverse 
that  trend,  sales  will  continue  slipping. 


At  the  moment,  however,  industry  < 
ecutives  see  four  potential  solutions. 

The  first  and  simplest  is  to  bet  on  t 
laziness  of  the  American  consumer.  Si 
CBS  Records'  Division  President  Bn. 
Lundvall,  "Many  people  don't  have  1 
time  or  inclination  to  tape  at  home  . 
after  a  period  of  time  they  won't  cont 
ue  to  do  it." 

Other  record  moguls  want  a  lobbyi 
campaign  for  legislation  to  place  a  s 
charge  on  all  tapes  or  recording  equ 
ment,  similar  to  regulations  that  n« 
exist  in  Germany.  These  funds  woi 
then  be  divided  among  record  com| 
nies,  publishers  and  artists.  Fat  chance 
getting  that  through  Congress. 

Another  possibility  is  a  high-tech 
yet  to  be  invented.  It  would  involve 
ther  an  encoding  system  placed  on 
corders  to  prevent  direct  taping  from  t 
radio  or  a  new  electronic  device  ti 
would  prevent  musical  reproducti« 
Some  experts  believe  the  latter  syst< 
will  be  perfected  within  the  next  t 
years.  "They've  been  talking  about  t 
for  ages  and  have  never  been  able  to 
it,"  says  an  electronics  engineer. 

A  few  record  companies  have  tried 
meet  the  challenge  of  home  taping,  a 
the  results  are  encouraging.  In  Londt 
Island  Records,  for  example,  sent  tri- 
ors through  the  British  music  mdustr 
few  months  ago  with  the  introduction 
its  controversial  One  Plus  One  tap 
They  offer  a  premium-quality  chromii 
tape  with  one  40-minute  side  contain] 
a  prerecorded  album  and  the  other  1 


"One  Plus  One"  equals  trouble 


Island  Records  is  a  $20  million-a-year  company  based  in  the  Bahamas  that  is 
giving  fits  to  its  normally  laid-back  competitors.  Island's  new  One  Plus  One 
cassettes  are  half  prerecorded  music  and  half  blank — an  encouragement  to 
home  taping  that  is  heresy  in  the  record  business.  Still,  Chris  Blackwell,  the 
Jamaican  entrepreneur  who  founded  the  company  and  introduced  reggae  music 
to  the  world,  hardly  seems  to  be  puffing  Rastafarian  marijuana.  "People  are 
turning  off  to  records  .  .  .  tape  players  outsell  phonographs  in  England  4  to  1," 
he  explains.  "The  problem  is  that  companies  sell  their  cassettes  for  the  same 
price  as  records,  when  clearly  they  don't  have  the  same  value." 

Blackwell  sees  his  innovative  One  Plus  One,  which  is  available  now  only  in 
England,  as  an  incentive  to  get  home  tapers  to  buy  prerecorded  product.  But 
the  trade  association  of  the  $2  billion-a-year  British  record  industry,  which 
claims  $500  million  was  lost  to  home  taping  last  year,  objects  strongly.  It 
recently  issued  a  statement  complaining  that  "home  taping  is  gradually 
killing  the  music  industry,  and  it  is  particularly  unfortunate  that  Island  should 
embark  on  its  venture  at  this  time."  A  boycott  attempt  failed,  and  One  Plus 
One  is  now  a  hot  seller — at  a  price  well  below  shorter,  inferior  quality 
prerecorded  tapes. 

So  far  this  has  caused  only  a  ripple  on  the  American  scene.  But  the  waves 
should  come  soon,  since  Blackwell  wants  to  bring  One  Plus  One  here.  In  the 
U.S.,  Warner  Communications  distributes  Island's  label,  which  includes  such 
artists  as  Bob  Marley  and  Steve  Winwood.  But  the  company  opposes  the  new 
unconventional  tapes.  Says  Stan  Cornyn,  who  heads  Warner's  record  oper- 
ations, "We  endorse  Blackwell's  belief  that  blank  taping  should  be  discouraged, 
but  we  cannot  endorse  the  means  he  is  using." 

Cornyn,  however,  admits  he's  monitoring  Island's  British  sales,  and  it 
buyers  keep  snapping  up  One  Plus  One  you  can  bet  that  one  way  or  another  ii 
will  be  available  in  the  U.S.  soon. — J.G. 
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My  business  really  took  off  when 
I  made  sure  my  best  people  wouldn't 

When  I  realized  I  couldn't  afford  to  lose  Jerry, 
one  of  my  best  people,  I  made  it  so  worthwhile  for 
him  he  couldn't  afford  to  lose  me,  either. 

Metropolitan  helped.  With  an  insurance  pro- 
gram called  Split  Dollar  that  gives  my  key  people 
plenty  of  incentive  to  stay  with  my  company  over 
the  years. 

Under  this  agreement,  which  Metropolitan 
helped  our  attorney  set  up,  Jerry  is  covered  by  a 
very  desirable  life  insurance  plan. 

We  pay  most  of  the  cost  as  long  as  Jerry  works 
for  us.  But  if  he  should  leave  after  a  few  years,  the 
premium  our  company  has  paid  into  the  plan  will 
be  returned  to  us  out  of  the  cash  accumulated. 

Business  has  never  been  better.  After  all,  how 
can  I  lose  when  my  best  people  have  more  to  gain 
by  staying  with  me. 

Your  Metropolitan  representative  is  a  trained 
professional  who  can  show  you  how  to  get  a  Split 
Dollar  agreement  for  your  company.  Whatever  your 
insurance  needs,  Metropolitan  really  stands  by  you. 


blank  for  home  taping.  "Record  compa- 
nies grudgingly  manufacture  blank  tapes 
as  if  they  were  by-products.  Trying  to 
ignore  home  taping  is  like  burying  your 
head  in  the  sand,"  says  Chris  Blackwell, 
who  founded  the  small  private  company 
2 1  years  ago.  "The  best  way  to  encourage 
people  to  buy  more  prerecorded  music 
and  steer  them  away  from  blank  tape  is 
to  give  them  blank  tape." 

That  may  sound  bizarre,  but  Black- 
well,  a  Jamaican  whose  company  intro- 
duced reggae  music  to  the  world,  claims 
Island's  sales  are  up  500%  in  the  months 


since  he  launched  One  Plus  One.  His 
initiative  also  reveals  much  about  the 
economics  of  upgrading  tape  quality.  The 
manufacturing  cost  of  a  typical  prere- 
corded cassette — tape,  cartridge,  casing 
and  graphics — comes  to  about  65  cents, 
v$.  75  cents  for  a  recorded  disc.  Both  can 
list  for  $8.98.  Island's  improvements  add 
only  20  cents  per  cassette. 

In  the  U.S.  another  small  independent 
company  has  begun  to  sell  inexpensive 
chromium 'cassettes.  New  York's  Inner 
City  Records  has  converted  50  jazz  LPs 
onto  high-quality  tape  with  foldout  liner 


notes.  They  sell  for  about  $1  higher  t 
standard  prerecorded  tapes.  Though 
nerCity  launched  its  tapes  just  this  y 
they  now  make  up  20%  of  sales. 

Soon  the  giants  of  the  industry 
probably  begin  manufacturing  sin 
cassettes.  CBS  and  RCA  already  \ 
premium  lines  as  good  as  Inner  Ci 
but  both  charge  $15  for  each  tape, 
that  price  they  will  scarcely  lure  m 
people  from  home  taping. 

Record  executives  who  expect 
competition  to  fade  may  suffer  fro: 
lingering  case  of  Saturday  night  fevei 


By  Toni  Mack 

TALK  ABOUT  COMPARATIVE  ad' 
tage.  A  movie  can  be  shot  in  T 
for  25%  less  than  one  would 
in  Los  Angeles  or  New  York;  the  ave 
30-second  TV  commercial  costs  $20 
to  tape,  half  the  price  on  either  c( 
"You  get  a  lot  on  the  screen  at  a 
good  price,"  says  one  filmmaker. 

With  Dallas  in  the  lead,  Texas  has 
come  the  largest  regional  film  centt 
the  U.S.  Last  year  the  state  played 
to  23  feature  and  television  movie 
ductions  with  a  total  budget  of  $1 10 
lion  and  the  Texan  filmmakers  mad 
additional  $100  million  worth  of  c 
mercials  and  industrial  films.  Sure,  C 
fornia  has  little  to  fear — 570  films  w 
$2.5  billion  were  made  in  movied« 
capital  last  year.  But  Texas' 23 -film,  ! 


Dallas,  not  Hollywood,  was  where  it  happened  far  him. 


From  what  tiny  acorns  do  mighty  businesses 
grow?  Consider  the  Texas  film  industry. 


Hollywood, 
look  out! 


"'S 
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c&c 

COMPUTtS  AND  (OMMUHKMIOHS 


THE  COMPUTER 

AND 

COMMUNICATIONS 

COMPANY, 

keeps  you  on  top  of  your  business. 


The  age  of  office  auto- 
mation is  upon  us,  and  you 
can  take  the  first  step  into 
it  — and  all  the  way- 
with  NEC. 

Take  our  small  business 
computer.  Its  precise  power 
should  help  you  process 
things  in  the  office  more 
smoothly.  And  just  about 
anyone  can  operate  it. 
Along  with  office  compu- 
ters, we  also  make  an  array 
of  fully  integrated  office 
systems  and  equipment. 
■  They  give  your  office  the 
sharp  edge  of  automation, 
boost  productivity  and 
increase  profits.  Which  is 
really  what  office  auto- 
mation is  about. 
Helping  you  stay  on  top  of 
your  business  through 
office  automation  is  yet 
another  way  NEC's  Com- 
|  puter  &  Communications, 
or  C&C,  technology  is  posi- 
tively affecting  business 
and  other  communities  in 
more  than  130  countries. 


NEC 

Nippon  Electric  Co.,  Ltd. 

Tokyo,  Japan 


million  total  was  up  from  16  films  and 
$58  million  in  1979. 

Dallas  builder  Trammell  Crow  is  put- 
ting up  a  $30  million,  25-acre  film  and 
videotape  production  center  with  three 
sound  stages  and  buildings  for  produc- 
tion equipment  and  offices  "You'll  be 
able  to  come  with  an  idea  and  leave  with 
a  product,"  says  Trammell  Crow  Jr.,  who 
heads  the  project.  "Obviously,  it  was  the 
strength  of  the  local  industry  that  made 
us  do  it."  If  phase  one  succeeds,  the 
Crows  plan  to  expand  to  120  acres,  in- 
vesting some  $200  million. 

Oil  money?  Not  really.  Developments 
dating  to  the  mid-Sixties  lie  behind  the 
boom.  Radio  entrepreneur  Gordon 
McLendon  made  Dallas  a  center  for  jingle 
producers,  which  drew  musicians;  the 
Dallas  Apparel  Mart,  opened  in  1964  and 
now  the  nation's  third-largest  fashion 
market,  lured  photographers  and  models 
(see  story,  below);  local  advertising  agen- 
cies grew  up  with  Texas  industry  and 
fostered  commercial  and  industrial  film 
production — all  of  which  formed  a  strong 
media  base  for  show  business.  At  the 
same  time,  Los  Angeles-based  film- 
makers, working  on  location  in  Texas, 
gave  the  locals  a  chance  to  learn  Holly- 
wood's skills. 

Why  were  Los  Angeles'  filmmakers 
coming  to  Texas?  Ask  a  producer  and  he'll 
talk  at  length  about  location,  crews, 
weather  and  local  cooperation  before,  al- 
most reluctantly,  mentioning  the  real  rea- 
son: "It's  a  right-to-work  state,  you  know. 
The  unions  are  so  very  reasonable." 

In  Los  Angeles  and  New  York — the 
second  most  important  film  center — the 
Screen  Actors  Guild,  the  International 
Alliance  of  Theatrical  Stage  Employees, 
other  craft  unions  and  the  Teamsters 
enforce  some  of  the  world's  most  in- 
credible featherbedding.  "If  you  need  a 
socket  plugged  in,"  says  a  producer,  "and 
all  the  electricians  are  down  in  the  South 
40,  you've  got  to  call  one  in  to  do  it — 
even  if  you've  got  a  grip  just  sitting  there. 
The  grip  won't  do  it,  and  the  electrician 
would  scream  if  he  did."  But  in  Texas, 
the  threat  of  using  nonunion  crews  and 
actors  allows  a  producer  to  bend  the  rules 
and  to  pay  an  extra  the  minimum  wage, 
about  $30  a  day,  instead  of  the  $73 -plus  a 
day  demanded  by  the  Screen  Extras  Guild. 
One  producer  found  that  health  and  wel- 
fare, pension  and  other  benefits  came  to 
20%  or  less  of  his  payroll  in  Texas,  while  in 
Los  Angeles  and  New  York  they  climbed 
as  high  as  35% — a  saving  of  $330,000  on  a 
typical  budget  of  $2  mi  llion.  LeonardKatz- 
man,  a  producer  of  the  Dal/as  TV  series, 
says:  "The  basic  crews  in  Dallas  get  a  hell 
of  a  lot  more  done." 

The  benefits  are  not  all  on  manage- 
ment's side  either.  One  cameraman  who 
moved  from  New  York  three  years  ago 
says,  "If  you  want  to  be  a  filmmaker, 
New  York  and  Los  Angeles  are  not  the 
places  to  do  it  unless  daddy  can  get  you 


into  the  union.  If  daddy  can,  then  you 
can  serve  20  years  as  assistant  camera- 
man and,  if  you're  lucky,  become  a  cine- 
matographer.  Down  here  they  pick  a  guy 
because  of  his  talent,  not  his  longevity." 

The  broadcast  media's  voracious  appe- 
tite for  entertainment  product  is  spread- 
ing business  nationwide.  "Turn  on  your 
TV  and  see  how  many  repeats  there  are 
now,"  says  Fred  Kuehnert,  who  puts  to- 
gether film  packages  for  investors  at 
Houston's  "Charter  Financial  Group. 
"Then  imagine  a  TV  with  99  channels 
and  a  video  cassette  player  and  a  video- 
disc player.  How  are  we  ever  going  to  fill 
those  airways?  Well,  Texas  is  going  to 
help  fill  them." 

Dallas  has  a  bona  fide  local  success  to 
encourage  its  aspiring  filmmakers.  In 
1968  Joe  Camp  went  to  Hollywood  with 
an  idea  for  a  movie  about  a  dog  trying  to 
cope  with  some  very  human  problems. 
"Cute,  but  it's  been  done,"  he  was  told. 
By  1973,  though,  Camp  had  a  successful 
commercial  studio  with  a  financial  back- 
er who  had  promised  him  a  film  if  he  ran 
the  firm  in  the  black  for  a  year.  Together 
they  raised  $350,000  from  some  15  in- 
vestors, put  in  $200,000  of  their  own, 
and  shot  Benji  in  and  around  Dallas. 
"Hollywood  said  we  were  insane,  that  it 
couldn't  succeed  in  major  markets  like 
New  York  and  Chicago,"  chuckles 
Camp.  The  original  Benji  has  box  office 
receipts  of  over  $45  million  to  date.  With 


two  more  films,  four  TV  specials  ; 
innumerable  products,  Camp  figL 
Benji  has  grossed  around  $250  mill 
overall,  and  a  Benji  comic  strip  . 
Broadway  play  are  yet  to  come. 

Two  Dallas  admen,  a  photoiourna 
and  a  disenchanted  New  York  cam< 
man  formed  Dallas'  Brimstone  Filrm 
1978  on  "a  wing  and  a  prayer  and  $6,( 
from  our  first  commercial,"  says  K 
Stone,  president.  Revenues  in  1978  w 
$34,000.  Last  year  they  were  $513,1 
and  Brimstone  expects  $1  million  t 
year,  with  an  operating  profit  margir 
50%.  Now  Brimstone  is  moving  fr 
commercials  to  entertainment,  with 
movies  and  eight  TV  projects  in 
works.  "We  can  sell  broadcasters  a  m 
ie  for  $3  million  that  would  cost  $7  n 
lion  to  make  in  Hollywood.  That's  a  g< 
deal  in  any  man's  world,"  says 
founder  Charles  Brim. 

Texas  bankers  are  sometimes  a  pr 
lem.  "The  financial  community  kne 
about  real  estate,  energy,  insuranc 
says  Charter  Financial's  Kuehnert,  " 
they  don't  know  anything  about  filr 
On  top  of  that,  says  Stone  of  Brimsto 
"We're  perceived  as  crazy,  dope-smok 
girl-chasers — certainly  not  the  equal 
nuts-and-bolts  manufacturers."  1 
Trammell  Crow's  investment  in 
business  is  helping  change  all  that.  1 
banks,  as  one  young  filmmaker  puts 
"can't  tell  Trammell  he's  nuts."  ■ 


Far  from  the  glittering  precincts  of  New  Yot 
and  Los  Angeles,  an  entrepreneur  is  makin 
Dallas  a  modeling  town. 


Kim  Dawson's 
plain  economics 


By  Phyllis  Berman 


THEY  USED  TO  PAY  RUNWAY  MODELS 
$15  for  a  fashion  show  in  this 
town,"  says  Dallas'  Kim  Dawson. 
"We  got  to  keep  the  girdle  and  stockings, 
but  they  owned  our  souls." 

That  was  a  long  time  ago,  for  both 
Dawson  and  Dallas.  Dawson  strides  no 
runways  these  days,  although  at  56  she 
still  looks  like  a  model — soft  hair  tinted 
titian-red,  clear  skin  and  high,  elegant 
cheekbones — retained,   she  says,  with 


the  aid  of  plastic  surgery.  She  is  beh: 
the.  desk  now,  the  owner  of  a  S 
million  (revenues)  modeling  agency 
Dallas — which  is  currently  challeng: 
Chicago  to  become  the  nation's  num 
three  modeling  center  after  New 
and  Los  Angeles. 

Dallas'  appeal  to  the  fashion  trade  i 
combination  of  wholesome  good  loc 
and  fees  that  are  substantial  but  not  st 
tospheric.  Its  top  models  may  do  a  Pe 
television  commercial  or  model  hai 
couture  for  Neiman-Marcus,  but  whi 
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BARCLAYS  BANK  HELPS 
BERGER  LAUNCH 
NEW  PAINTS  IN  AUSTRALIA 

Berger  chemists  in  Sydney  have  recently  developed  a  range  of  new  special- 
purpose  paints  -  including  one  that  protects  outboard  motors  from  corrosion. 
Research  and  development  costs  are  high  and,  as  we  have  done  in  other  countries, 
Barclays  helped  Berger  with  their  new  product  programmes  in  Australia. 

Barclays  and  Berger  have  a  lot  in  common.  Berger  with  its  parent  company, 
Hoechst,  is  a  world-spanning  organisation.  And  we  have  our  own  people  in  75 
countries  spanning  hve  continents.  So  Berger  can  always  talk  direct  to  a  Barclays 
office  in  the  worlds  major  financial  and  commercial  centres  -  as  can  all  our 
customers.  We  provide  fast,  effective  financial  services  of  every  kind  wherever 
they  are  needed. 

Ask  Barclays  first  for  information  about  international  markets  and  trading 
opportunities.  We  help  most  of  the  world's  successful  companies.  Somewhere 
there  is  a  market  where  we  can  help  you. 


ASK  BARCLAYS  FIRST 


BARCLAYS 

International 


arclays  Bank  has  over  120  branches  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

ice'President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York.N.Y.  10166.  Telephone  (212)  687  8030. 
ice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90010.  Telephone  (213)  385  1501. 
ice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
irclays  Canada  Limited,  Suite  3505,  Commerce  Court  West, Toronto, Ontario  M5L  1G2.  Telephone  (416)  862  0594. 

or  asset  based  financial  services  including  factoring  and  leasing  contact: 

cecutive  Vice  President,  BarclaysAmerican/ Commercial,  201  S.Tryon  Street, Charlotte,  North  Carolina  28231.  Telephone  (704)  372  8700. 


their  New  York  counterparts  reportedly 
are  asking  $2,500  for  a  day's  work,  in 
Dallas  five  or  six  top  models  can  com- 
mand $1,000  a  day  and  most  work  for 
$750  per  day  or  $100  an  hour.  Dawson's 
highest  earner — Karen  Jones,  29 — makes 
$65,000  a  year;  in  New  York  she  would 
haul  down  $150,000. 

Word  is  spreading.  "Since  the  first  of 
the  year  we've  been  sending  models  to 
Atlanta  weekly,"  says  Dawson.  "And 
Florida  is  becoming  a  big  market  for  us. 
It's  plain  economics.  There's  a  backlash 
over  those  New  York  fees  and  I  think  it's 
driving  business  to  us." 

New  York's  top  two  agencies,  Ford 
Models  and  Wilhelmina  Models,  merely 
shrug.  "I've  been  in  this  business  for  14 
years,"  says  Frances  Rothchild,  execu- 
tive vice  president  at  Wilhelmina,  "and 


children,  Dawson  left  Center,  Tex.  (pop- 
ulation: 5,800)  after  high  school  for  busi- 
ness school  in  Dallas — when  business 
school  for  women  meant  secretarial 
training.  She  went  to  work  for  Senator 
Tom  Connally  in  Washington  because, 
she  says,  "there  were  lots  of  men  there," 
and  got  into  modeling  on  a  fluke.  "A  lot 
of  the  secretaries  on  Capitol  Hill  were 
selling  war  bonds,  and  because  I'm  the 
cheerleader  type,  I  sold  enough  to  win  a 
trip  to  New  York  where  Mayor  La  Guar- 
dia  presented  me  with  a  key  to  the  city 
and,  as  part  of  the  festivities,  I  was  intro- 
duced to  Harry  Conover,"  then  one  of 
New  York's  top  agents. 

"I  was  never  a  top  model,"  says  Daw- 
son. "I  was  what's  called  a  good  Seventh 
Avenue  model."  She  did  runway  shows 
for  American  designers  like  Pauline  Tri- 


Kim  Dawson  (right)  and  Kim  Dawson  Agency  models 
Wholesome  good  looks  and  reasonable  fees  spell  employment. 


I've  seen  this  kind  of  revolution  happen 
every  couple  of  years,  where  they  threat- 
en to  take  business  out  of  New  York.  But 
then  they  always  have  to  come  back, 
because  the  quality  of  work  here  is  far 
superior." 

While  Dawson  concedes  nothing  on 
quality — she  terms  the  New  York  look 
"older,  more  sophisticated" — she  makes 
sure  her  well-scrubbed,  youthful  models 
retain  their  cost  advantage.  When  they 
point  to  the  bigger  cities'  day  rates,  she 
responds:  "It  doesn't  work  that  way 
here.  At  higher  prices,  you're  not  going 
to  find  employment." 

Kim  Dawson  Agency,  Inc.  takes  in 
$3.5  million  of  Dallas'  $8  million  to  $10 
million  in  modeling  revenues.  That's  not 
bad  in  a  mini-industry  that  grosses 
around  $50  million  nationwide,  led  by 
New  York's  Ford  Models  at  $1 1  million. 

The  eldest  child  of  a  divorced  mother 
who  worked  in  a  laundry  to  support  three 


gere  and  put  in  spare-time  hours  working 
as  a  teacher  of  poise  to  help  pay  her 
younger  brother  and  sister's  way  through 
college. 

She  went  abroad  with  the  first  wave  of 
American  models  to  work  in  Paris. 
When  that  was  over  she  preferred  Texas 
to  living  in  New  York — as  do  many  of 
her  models  today.  She  came  to  Dallas 
intent  on  "being  something  grand,  like  a 
buyer  for  Neiman-Marcus."  Instead,  she 
ended  up  on  the  Neiman-Marcus  run- 
way, but  with  bigger  ideas  about  the 
business.  "I  would  always  be  the  one  to 
go  to  management  and  demand  more 
pay,"  says  Dawson,  who  by  that  time, 
1955,  had  married  a  member  of  the  Dal- 
las symphony  and  had  one  child.  But 
when  she  first  suggested  the  idea  of  an 
agency  to  other  models,  "the  women 
didn't  believe  they  could  bargain  with  a 
department  store  like  Neiman's.  Besides, 
pettiness  cropped  up  about  who  would 


take  the  bookings  and  how  they  woi 
distribute  them.  The  women  simj 
didn't  trust  each  other." 

She  shelved  the  idea  for  eight  ye, 
while  she  had  two  more  children.  But 
1963,  when  Dawson  could  no  Ion] 
model,  she  called  together  some  mod 
from  Neiman's,  and  "wrote  the  fashi 
director  that  if  they  wanted  to  bo 
these  girls,  they  would  have  to  bo 
them  through  our  new  agency."  S 
smiles,  recalling  her  surprise.  "We  w< 
worried  that  we'd  all  be  fired.  But  N 
man's  was  basically  grateful.  They  con 
do  with  one  phone  call  what  it  had  tak 
dozens  of  calls  to  do  before." 

Dawson  pioneered  a  regional  busine 
Today  most  Southwest  regional  deps 
ment-store  advertising,  for  magazines 
catalogs,  is  done  out  of  Dallas — with 
huge  Apparel  Mart — rather  than  N 
York,  where  such  work  was  once  do: 
Dawson  takes  10%  of  her  models'  ft 
and  another  10%  from  the  advertiser 
New  York  agency  might  take  20%  of 
models'  far  higher  fees. 

Achievement  is  a  Dawson  trait:  C 
daughter  is  a  doctor,  another  a  Ph 
candidate  in  physics  ("I  tried  to  talk  I 
into  modeling;  she  was  the  only  one  w 
could  have  qualified,"  says  the  mothe 
bit  wistfully),  and  her  son  studies  for  t 
ministry.  Nor  is  Dawson  herself  slacki 
off.  She  is  busy  these  days  building  sev 
al  businesses  while  continuing  to  wc 
as  if  she  were  only  starting  out  on  1 
first  one. 

She  directs  the  Apparel  Mart's  fash; 
shows  and  so  gets  her  office  rent-free- 
well  as  a  $40,000  annual  salary.  She  c> 
up  used  booking  cards  to  reuse  as  n« 
paper.  "People  ask  me,  'Why  don't  > 
use  proper  paper?'  I  tell  them  these  v 
do  fine,"  says  Dawson.  "People  tell 
I'm  a  multimillion-dollar  business.  1 
not  in  my  head,  I'm  not." 

That  doesn't  mean  she's  think 
small.  She  has  added  a  speakers'  bure 
(Will  Rogers  Jr.  is  its  most  notable  spe. 
er).  She  has  opened  a  training  cen 
equipped  with  video  cameras  for  her  o 
models  as  well  as  for  executives  fn 
local  companies  who  are  asked  to  app 
on  television. 

For  the  inspiration  to  use  one  busin 
to  develop  another,  she  credits  retail 
legend  Stanley  Marcus.  "He  still  did 
commentary  for  fashion  shows  whe 
worked  for  Neiman's,"  explains  Daws- 
"Well,  I  can  remember  thinking  a 
walked  across  the  runway  for  the  si: 
time,  'Mr.  Stanley,  you've  said  about 
there  is  to  say  about  this  dress  I'm  we 
ing,  so  let  me  leave.'  Not  Mr.  Stanley, 
would  start  talking  about  the  color  > 
were  wearing  and  how  it  reminded  h 
of  the  color  of  the  tile  in  the  beai 
salon.  Before  you  knew  it,  he  would 
peddling  the  beauty  salon." 

Entrepreneurs  seem  to  be  one  of  T 
as'  leading  crops  these  days.  ■ 
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The  most  important  feature  in  our  communi- 
cations system  doesn't  provide  automatic 
wake-up  calls  or  turn  on  your  coffee.  It  simply 
gives  you  automatic  accounting  —  detailed, 
up-to-the-minute  information  about  your  tele- 
phone costs. 

With  a  modern  message  accounting  sys- 
tem from  General  Dynamics  Communica- 
tions Company  you  have  the  sharp 
management  control  that  will  really  let  you 
cut  those  costs.  As  one  of  the  nation's  largest 
architects  of  business  telecommunications 
systems,  we  know  that  each  telephone  sys- 
tem is  unique.  That's  why  our  cost  cutting 
program  begins  with  a  total  survey  of  your 
communications  requirements.  We  may  rec- 
ommend Stored  Message  Data  Recording 
equipment,  like  our  DEMAND  MESSAGE 
ACCOUNTING  SYSTEM.  It  monitors  all  traffic 
and  produces  detailed  analyses  of  call  desti- 
nations, times  and  costs.  Or,  perhaps  our 
Stored  Traffic  Unit  will  meet  your  needs.  It 
monitors  calls  and  is  polled  periodically  by 
our  telecommunications  service  bureau 
which  prepares  your  cost  analysis. 

Whatever  is  required,  we'll  demonstrate 
the  effectiveness  of  our  recommendations  on 
paper,  before  you  incur  any  equipment  costs. 
We'll  handle  installation,  provide  mainte- 
nance, train  your  people  in  use  of  the  equip- 
ment and  even  show  you  how  to  make  best 
use  of  the  message  accounting  data. 

Get  control  of  your  telephone  costs.  Call 
General  Dynamics  Communications  Com- 
pany today. 

Call  toll  free:  800-821-7700  Ext.  335 

(In  Missouri  call  800-892-7655  Ext.  335) 

Or  write  our  headquarters: 
12101  Woodcrest  Executive  Drive 
St.  Louis,  Missouri  63141 

GENERAL  DYNAMICS 

Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 


'rhen  the  rest  of  the  toy  industry  had  written  Hasbro  off,  Stet 
Hassenfeld  came  to  grips  with  a  company  wracked  by  family  feuding 


"You  could  see  it  in  their 
eyes . . .  'has-been1 " 


By  Steven  Flax 


I WILL  NEVER  FORGET  the  looks  I  got  at 
Toy  Fair  1979,"  says  Stephen  Has- 
senfeld, president  of  SI 04  million 
(sales)  Hasbro  Industries,  Inc.,  a  toy  man- 
ufacturer from  Pawtucket,  R.I.  "You 
could  see  it  in  their  eyes.  .  .  .  Hasbro  is  a 
has-been." 

It  wasn't  just  that  Hasbro  didn't  have  a 
single  electronic  game  in  its  catalog.  Or 
that  the  company  had  lost  $2.5  million 
on  $74  million  sales  the  year  before.  Ev- 
eryone knew  that  Hasbro  was  being  torn 
apart  by  the  two  feuding  branches  of  the 
Hassenfeld  family,  which  together 
owned  75%  of  the  stock.  One  side  of  the 
family,  headed  by  Steve's  father  Merrill, 
ran  the  toy  side  of  the  business,  while 
the  other,  headed  by  Steve's  uncle  Har- 


The  Up-And-Comers 


old,  ran  the  pencil-making  side  in  Shel- 
byville,  Tenn.  Merrill  had  appointed  his 
son  Steve  president  in  1974.  But  when 
Merrill  died  in  1979,  Harold  refused  to 
acknowledge  Stephen  as  chief  executive 
of  Hasbro  Industries.  The  atmosphere 
was  hardly  conducive  to  a  turnaround. 

But  that's  what  happened.  And  if  Steve 
Hassenfeld  talks  freely  about  those  days 
now,  it's  because  he  can  afford  to.  Last 
year  the  company  earned  $4.6  million,  a 
return  on  rebuilt  equity  of  over  20%  on 
continuing  toy  operations  (including  the 
$1 .35  million  aftertax  from  the  sale  of  G.I. 
Joe).  Long-term  debt  has  been  halved  to 
just  29%  of  capitalization,  low  for  the  toy 
industry.  Average  bank  borrowings  in 
1 980  were  down  24%  to  $  1 1 . 8  million,  and 
cash  on  hand  at  year-end  was  $12.03  a 
sharers,  just  $1.31  in  1979. 


Stephen  Hassenfeld  of  Hasbro 
"in  this  business  more  die  of  indigestion  than  starvation. 


If  Hasbro  Industries  today  looks  \ 
anything  but  a  has-been,  it  is  mai 
because  Steve  Hassenfeld  picked  it  up 
the  bootstraps  in  1977  and  began  to  t. 
charge.  "I  was  35  years  old  and  I  thou 
to  myself,  'You've  been  at  this  for 
years  now  and  it's  not  better,'  "  he 
calls.  "Is  this  where  you  want  to  sp« 
the  rest  of  your  professional  career?  If: 
going  to  be  a  roller  coaster  maybe 
should  cash  in  the  chips  now." 

Hassenfeld  decided  to  stick  it  out, 
sisting  the  temptation  to  blame  Hash 
problems  on  a  volatile  industry.  "I  hai 
come  to  grips  with  the  fact  that  of 
people  in  this  business  were  successfi 
he  says.  "What  became  stark  realit; 
that  point  was  that  we  lacked  discipj 
here.  'How  is  it  possible,'  I  asked  my:i 
'that  we  can  bring  more  new  product 
market  in  the  course  of  a  year  t 
Procter  &.  Gamble?'  " 

The  question,  once  raised,  instai 
triggered  an  answer:  Clearly,  Has 
could  not  afford  that  policy.  "Firm: 
our  size,  in  this  industry,  can't  bring 
many  products  to  market  and  give  en 
element  of  every  product  the  kinc 
tender  loving  care  it  must  have," 
Hassenfeld.  "The  commercial  and  me 
plans  have  to  be  right  if  it's  a  promc 
product,  also  the  price,  the  packag 
quality,  delivery  .  .  .  that's  a  full  b 
Attention  to  detail  is  critical.  If  you 
down  in  two  areas,  you're  almost  sur 
be  in  trouble." 

It  was  a  classic  mistake  for  a  fash 
oriented  business.  No  one  botherec 
look  too  closely  at  the  true  costs  of  ki 
ing  outmoded  products  like  tiddly-wi 
in  the  line.  The  attitude  was:  It  cove 
little  overhead,  leave  it  in.  More  i 
products  seemed  to  mean  more  chat 
to  hit  it  big,  despite  the  fact  that  it 
meant  stretching  the  resources  of 
company  so  thin  that  none  of  the  p 
ucts  had  enough  marketing  muscle 
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satisfactorily  the rate id ^^'f pillion  in  benefit  pay. 
We  paid  out  a  total  °**«c  ,  romises  we  had 
ments,  fulfilling  the  contract jau nolders. 
made to  millions =of a  level  of  net  earn- 
Most  important  we  acniev  jndivldual  div- 
ings that  ^^^C£teW*  million  to  be 
idend  scale,  tnus  seumy  the  year  1981 
paid  eut  to  life  pol.cyowne's  during  ;    y^  0„ 

future. 
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The  Up-And-Comers 


them  to  ensure  success.  No  one  at 

0  had  attempted  to  stay  current 
the  true  cost  of  launching  a  new 
ct.  "We  all  sort  of  grew  up  when 
jsts  of  product  development,  tool- 
id  advertising  weren't  as  great  as 
ire  today,"  says  Hassenfeld,  "a  time 

perhaps  the  cost  of  failing  wasn't 
at  as  it  is  today." 

isenfeld  then  took  his  analysis  a 
urther.  The  most  successful  firms 
e  toy  industry,  those  with  the 
est  earnings  growth,  had  special- 
Droduct  lines,  he  noticed.  Fisher- 

for  example,  with  its  preschool 
So,  breaking  with  past  tradition, 
nfeld  decided  to  limit  Hasbro's 
ct  line  to  three  sharply  defined 
s— preschool  toys,  3-D  skill  and  ac- 
ames,  like  Hungry  Hungry  Hippos, 
;sign  toys  like  Lite-Brite — even  if  it 
t  staying  out  of  the  exploding  elec- 
:  games  market.  Marginal  toys  and 
that  simply  didn't  fit  Hasbro's  new 

markets  were  eliminated.  The 
rig  was  decisive.  Since  1978  Has- 
product  line  has  been  cut  by  one- 
from  180  to  120,  and  new  product 
luctions  have  been  cut  by  half,  to 
25.  "In  this  business  more  people 
:  indigestion  than  of  starvation," 
lassenfeld. 

ibro's  new  policy  looked  uncom- 

1  shrewd  two  toy  fairs  later  after 
got  burned  with  electronic  games, 
because  there  were  too  many  simi- 
:>ducts  cluttering  the  market.  Last 
Toys  R  Us,  the  nation's  largest  toy 
\x,  was  forced  to  slash  prices  to  sell 
it  of  obsolete  electronic  games  be- 
hristmas.  "We  felt,  'Hey,  we'd  bet- 
lload  this  stuff  and  bring  in  other 
landise,'  "  says  President  Charles 
as.  That  other  merchandise  was 
Hasbro  had  been  concentrating  on. 
nk  their  product  line  is  'today,'  " 
.azarus.  "The  consumer  won't  ac- 
hings  with  high  price  tickets.  Has- 
as  been  innovative  in  developing 
cts  and  good  at  culling  out  mer- 
ise  that  doesn't  mean  anything.  I 
they've  got  a  good  chance  to  be  a 
:tor  in  this  business." 

h  its  strong  Romper  Room  pre- 
1  line  of  30  products  including  jack- 
-boxes  and  pull  toys — which  has 
l  63%  since  1978 — Hasbro  should 
it  from  a  preschool  population  that 
robably  increase  24%  over  the  de- 
according  to  the  Census  Bureau, 
senfeld,  a  bachelor  who  likes  to 
iround  Rhode  Island  in  his  gold 
le  Targa,  has  been  very  conserva- 
/ith  Hasbro's  licensing  policy.  Un- 
g  to  risk  further  losses,  he  shunned 
ven,  fad-oriented  properties  in  fa- 
f  tried-and-true  Sesame  Street  and 
ts  characters  like  Cookie  Monster, 


Big  Bird  and  Snoopy.  "When  we  buy  a 
license  today,  we  know  what  we're 
buying  because  it's  already  established 
in  the  marketplace,"  he  says.  "The  oth- 
er sort  of  licensing  is  really  a  crapshoot. 
Everybody  remembers  how  Kenner 
went  to  the  moon  with  Star  Wars,  but 
that's  the  exception.  Who  remembers 
how  poorly  Mego  did  when  it  licensed 
Disney's  The  Black  Hole  for  its  prod- 
ucts? And  even  if  you're  successful  with 
that  sort  of  speculative  licensing,  more 
often  than  not  it  doesn't  last  very  long. 


So   what   do   you   replace   it  with?" 

While  Hassenfeld  was  implementing 
his  successful  new  strategy,  the  Hassen- 
felds  called  a  truce  in  the  civil  war.  Last 
September  the  toy  business  and  the  Em- 
pire pencil  business  became  separate 
companies,  following  a  tax-free  split-off. 
No  longer  is  there  any  common  owner- 
ship or  management  by  the  Hassenfeld 
clans,  both  of  whom  share  the  heritage  of 
a  business  founded  in  1923  by  two  broth- 
ers, Henry  and  Hillel  Hassenfeld. 

What  Henry  and  Hillel  were  selling 


Frederic  Remington's  powerfully  dramatic  and  eloquent  bronzes 

THE  SERGEANT    •    THE  RATTLESNAKE 

Limited  Edition  •  1,000  each 

Offering  Price-  The  Sergeant  $450  •  The  Rattlesnake  $2,200 

Cast  full  size  to  the  exacting  details  of  the  original.  Each  bronze  liand  made  and 
hand  finished  to  completion  with  its  quality  guaranteed. 

All  orders  bonded  and  insured  ninety  days  to  guarantee  your  unconditional  refund. 

To  discuss  The  Sergeant,  The  Rattlesnake,  The  Bronco  Buster 

or  other  exciting  Remington  Bronzes 
contact: 

imericana 


home  of  fine  arti,Ud 


One  Bunker  Hi 
601  West  Fifth  Street 
Los  Angeles,  California  90017 
Telephone:  800-421-8033  213-623-1083 

Major  Credit  Cards  Honored 


The  Sergeant    32  Vi  inches  including  base 


The  Rattlesnake   24  Vi  inches  including  base 
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^1981  American  Satellite  Company 


What  satellite  communications  company 
has  two  major  corporations  behind  it 
and  an  unlimited  future  before  it? 


American  Satellite.  Between  heaven  and 
earth  there's  little  we  can't  do. 


The  partnership  between  sub- 
sidiaries of  Continental  Telephone 
and  Fairchild  Industries  in  Amer- 
ican Satellite  Company  brings 
together  the  resources  of  the 
nation's  fourth  largest  telephone 
company  and  the  high  tech- 
nology of  a  leading  aerospace  company. 

Together,  they  support  America's  pioneer  in  domes 
tic  satellite  business  communications.  American 
Satellite®  provides  more  than  200  business  custom- 
ers and  the  U.S.  government  with  services  ranging 
from  one-voice  circuits  to  high-speed  data  trans- 


missions equivalent  to  3.2  million 
bits  of  information  per  second. 
And  American  Satellite's  ownership 
interest  in  Western  Union's  Westar 
satellite  system  means  that  we 
can  provide  circuits  into  the  1990s. 
For  more  information,  write  to: 
American  Satellite  Company,  1801C6  Research 
Boulevard,  Rockville,  Maryland  20850.  Or  call 
(301)  251-8300. 


AMERICAN 
SATELLITE 
COMPANY 

Between  heaven  and  earth 
there's  little  we  can't  do. 


\ 


American  Satellite  Company  is  a  partnership  Petween  subsidiaries  of  Fairchild  Industries  and  Continental  Telephone. 


The  Up-And-Comers 


is  Steve  genteelly  puts  it,  "textile 
aducts,"  that  is,  rags.  When  Henry 

he  could  get  more  money  for  his 
by  wrapping  them  around  pencil 

he  sold  pencil  cases.  When  pencil 
ieis  raised  the  price  of  pencils,  the 
nfelds  started  making  their  own 
Is.  When  toy  manufacturers  found 
der  to  get  supplies  than  did  school 
iers  during  World  War  n,  Hasbro 
.  the  opportunity  to  branch  into  the 
d  field  of  toys.  Back  then  the  buyers 
utlets  were  often  the  same  for  toys 
school  supplies. 

in  time  the  two  clans  began  to 
about  long-term  goals,  financing 
perational  details.  Seemingly  rou- 
nanagement  decisions  on  advertis- 
cpenditures  or  inventory  manage- 
often  required  protracted  negotia- 

For  example,  when  the  pencil 
3n  wanted  extra  capital  to  develop 
tic  pencil,  the  toy  people  had  other 
about  how  to  spend  the  money, 
lically,  it  was  only  because  Stephen 
nfeld's  product  strategy  began  to 
f  that  the  long-desired  partition  of 
>mpany  could  be  achieved.  Before 
itside  shareholders  could  be  asked 
e  to  go  with  either  the  toy  or  the 
business,  then  incorporated  for 
irposes  of  the  split-off,  there  had  to 
urance  that  they  would  be  getting 
I  opportunity.  That  became  a  reali- 
September  1980,  after  Hasbro  put 
ler  six  profitable  quarters.  After 
areholders  voted  to  go  to  one  side 

other,  Harold  Hassenfeld  tendered 
>  Hasbro  shares  for  shares  in  the 
Empire  Pencil  Corp.  Thereafter, 
e's  shareholders  received  from 
o  all  or  nearly  all  of  the  pencil 
ion's  assets  and  the  switch  was 

Empire's  shares  are  now  inching 

way  upwards  over-the-counter, 
d  by  the  250%  earnings  growth 
the  split-off. 

ay  Hasbro  is  reaping  the  benefits 
:ve  Hassenfeld's  product  philos- 
No  more  than  10%  of  Hasbro's 
les  are  generated  by  any  one  prod- 
Dmpared  to  the  mid-Sixties,  when 
oduct,  an  action  figure  called  G.I. 
:counted  for  almost  65%  of  sales. 
>0%  of  last  year's  toys  have  carried 
;h  to  1981,  compared  with  less 
10%  in  1979,  and  most  have  sold 
t  the  retail  level.  Fewer  new  prod- 
tieans  that  tooling  costs  are  les- 
and  allocations  of  advertising  clout 
w  product  increased,  even  though 
Dts  get  more  expensive.  Less  prod- 
irnover  means  that  there's  more 
and  money  to  develop  and  test- 
t  the  new  ones.  The  Hasbro  plants, 
singly  working  on  products  they're 
ar  with,  now  operate  more  effi- 
i.  Last  year  Hasbro  turned  over  its 


inventory  six  times,  and  kept  it  at  a  level 
comparable  to  1967.  Stockkeeping  units 
(the  number  of  different  finished  prod- 
ucts that  have  to  be  kept  in  stock)  are  at 
their  lowest  levels  in  over  15  years. 

Without  the  steady  earnings  of  the 
pencil  business  to  fall  back  on,  Hasbro  is 
a  bit  more  vulnerable  to  the  industry 
cycles  than  before.  But  Steve  Hassenfeld 
far  prefers  that  risk  to  the  much  greater 


risk  of  sloppy  management.  "Dammit," 
he  says,  ruefully  recalling  Hasbro's  recent 
problems,  "life  is  supposed  to  be  a  series 
of  experiences  from  which  you  learn  and 
on  which  you  build.  And  we  hadn't  done 
that  here." 

Now,  Stephen  Hassenfeld  has  shown 
the  capacity  to  learn  from  life's  exper- 
iences, and  maybe  even  teach  a  few 
things  to  the  toy  industry  as  well.  ■ 


A  convoy  of  Ruff  Truks  moves  down  the  assembly  line 

Less  product  turnover  means  that  there's  more  time  and  money  to  develop, 
advertise  and  test-market  the  new  products. 
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This  is 

the  house  that 
Jack  built 


Jack  Daniels,  that  is,  built  on  very  high  ad 
outlays  in  the  branded  goods  business. 


By  James  Cook 


A decade  or  so  back,  when  demand 
for  gin,  vodka  and  rum  began  to 
transform  the  liquor  business,  Lou- 
isville, Ky.'s  middling-size  Brown-For- 
man  Distillers  seemed  at  a  partieular  dis- 
advantage. The  distributors  wanted  a  full 
market  basket  to  sell,  while  Brown-For- 
man's  mainstays  were  bourbons — Early 
Times  and  Old  Forester — and  Jack  Dan- 
iel's, a  Tennessee  sour  mash  whiskey. 


"There  was  a  feeling,"  President  Lee 
Brown  recalls,  "that  companies  had  to  be 
in  all  areas  of  a  rather  broad  business — 
gin,  vodka,  everything.  But  we  were 
competing  with  some  awfully  large  peo- 
ple, so  we  had  to  husband  our  resources 
carefully.  We  came  to  the  conclusion  we 
couldn't  do  everything.  We'd  concen- 
trate on  areas  of  opportunity  in  which 
we  saw  a  future  and  that  had  good  re- 
turns on  investment." 

Lee  Brown  became  chief  executive 


only  in  1975,  but  he  was  hardly  a  stra 
er  to  the  business.  He  is  the  fifth  Bro 
to  head  the  company  since  its  found 
in  1870  and  his  family  still  controls  o 
50%  of  the  voting  stock.  Brown-Forrr 
had  always  specialized  m  selling  hi; 
quality,  premium-priced  products,  an< 
didn't  see  how  it  could  move  into  j 
vodka  and  rum  except  as  a  commod 
producer.  How  could  it?  The  high  groi 
was  already  occupied.  Smirnoff  ha< 
commanding  position  in  vodka,  G 
don's  and  Gilbey's  nearly  as  firm  a  g 
on  the  gin  market,  while  Bacardi  1 
pinned  down  about  two-thirds  of 
market  for  rum. 

So  Brown-Forman  proceeded  to  go 
own  way,  leaving  gin,  vodka  and  rum 
others  and  cultivating  some  spectacul 
ly  successful  market  segments  of 
own.  For  the  truth  is,  the  market  v 
changing  in  more  ways  than  one.  1 
Pepsi  generation — the  kids  brought 
on  soft  drinks  instead  of  water  or  mill 
were  coming  of  age.  The  market  v 
turning  away  from  full-flavored  bourbc 
and  blends — to  vodka  and  rum,  and  a 
to  blander  or  sweeter  beverages  of 
sorts:  light  whiskies  and  wines,  liquet 
brandies  and  cordials. 

Never  mind  about  vodka  or  gin  thi 
Brown-Forman  found  plenty  of  opportu 
ties  elsewhere:  Canadian  whiskey,  fori 


j  4 


Brown- Forman  President  Ijee  Brou  n 

After  lOO  years,  the  Pepsi  generation  began  shaping  the  market  and  the  company. 
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RJST  SCRMll  THE  SUREVCE 


WE  DIG 


When  you're 
m  developing  a  mining 
project,  you  want  to  talk 
with  someone  who  can 
see  the  possibilities  as 
clearly  as  you  do. 

Someone  who  understands 
mining  and  can  combine 
that  technical  knowledge 
with  the  financial  expertise 
your  project  requires. 

At  Bank  of  Montreal  our 
mining  group  has  planned 


exploration,  managed  mining 
crews  and  production 
schedules  and  designed  pits 
and  stopes.  They've  had  field 
experience  in  Canada,  the 
U.S.,  and  around  the  world. 

And  when  they're  needed, 
they  can  be  most  anywhere 
in  the  world,  quickly. 


Mining  and 
banking  experts 

Our  mining  group 
works  closely  with  other 
Bank  departments 


including  Project  Financing 
and  Account  Management 
This  FirstBank  team  approach 
to  technical  and  economic 
evaluation  often  results  in 
creative  solutions  to  financing 
problems.  And  that" s  one  of  the 
first  things  you  look  for  from 
your  bank 
So  when  you  want  experts 
who  dig  deeper,  talk  with 
Bank  of  Montreal's  mining 
group.  After  all,  you 
wouldn't  want  to  share 
your  project  plans  with  just 
anyone  would  you? 


VP  Peter  Grimley  heads  our  mining  group. 


The  First  Canadian  Bank  for  Mining 
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We've  changed  more  than  our  name 


We've  changed  our  structure,  our 
ittitude,  and  our  long  range  goals, 
^nd  our  profitability. 

But  one  thing  hasn't  changed: 
)ur  chemicals.  Dropping  "chemical" 
rom  our  name  doesn't  mean  we 
iropped  chemicals  from  our  business. 
Vhy  would  we?  Last  year  our  chem- 
sals  made  more  money  than  ever. 

Our  name  change  was  our  small- 
ist  change.  It  means  just  one  thing: 
nat  our  business  is  now  more  than 


chemicals.  It's  also  fibers  and 
plastics.  Oil  and  gas.  Electrical 
products.  And  more. 

Those  businesses,  added 
together,  gave  us  an  increase  of 
37%  in  earnings  per  share  last 
year.  The  biggest  jump  in  our 
history.  But  that's  history. 

Now,  we're  pumping  money  and 
energy  into  our  potential  strengths. 
We've  sold  operations  that  held  us 
back.  We  put  an  acguisition  plan 


in  motion  and  doubled  our  research 
program  in  two  years. 

We're  excited.  Because  we 
believe  we'll  get  what  we're  after: 
Long-term  growth.  Consistent  per- 
formance. Bigger  profits. 

And  that's  no  small  change. 

/Allied 

(   x  Corporation 

We  mean  business. 


igital's  computers 
are  changing  the  way 

planes  fly. 


Whenever  there's  something  new 
in  the  air,  chances  are  Digital's  mini 
computers  helped  put  it  there 
From  wind-tunnel  simulations 
to  open-air  flights,  our  systems  help 
designers  with  virtually  every  phase 
of  aircraft  development  and  testing 
They  help  engineers  exchange 
information  across  disciplinary 
ines.  They  help  pilots  navigate 
And  they  even  help  the  airlines 
process  reservations 
It  takes  a  major 
computer  company  to 
be  so  ubiquitous  in  such 
a  huge  industry.  That's 
why  so  many  companies 
turn  to  Digital.  For  the 
reliability  of  our  hard 
ware,  the  breadth  of  our 
product  line,  the  worldwide 
reach  of  our  services.  For  over 
55,000  people  in  over  40 
countries.  For  over  $2  billion  in 
annual  sales.  And  for  our  reputation 
as  one  of  the  world's  largest,  most 
respected  computer  companies 
So  if  you're  trying  to  get 
something  off  the  ground,  whatever 
your  field,  talk  to  Digita 
We'll  get  you  off  to  a  flying  start 
Digital  Equipment  Corporation 
129  Parker  St.,  Maynard,  MA  01754 
In  Europe:  12  av.  des  Morgines 
1213  Petit-Lancy /Geneva.  In  Canada: 
Digital  Equipment  of  Canada,  Ltd 


EDSBDSD 

We  change  the  way 
the  world  thinks. 


rice,  through  the  acquisition  of  Canadi- 
Mist,  an  Ontario  distillery.  The  very 
of  the  market  was  dominated  by  Cana- 
n  Club  and  Seagram's  VO,  but  there  was 
clear  leader  among  the  slightly  lower- 
ed, U.S. -bottled  Canadian  whiskies. 
Brown-Forman  began  bottling  import- 
Canadian  Mist  at  its  Louisville  plant 
I  backed  up  the  brand  with  a  heavy 
ertising  and  promotion  budget.  Cana- 
n  whiskies  had  the  gentler  taste  the 
v  market  wanted,  and  in  less  than  a 
ade  Canadian  Mist  became  the  leading 
1. -bottled  Canadian,  although  it  re- 
ins a  laggard  third  (at  3.05  million  cases 
!ar)  to  Canadian  Club  (3.65  million)  and 
gram's  VO  (3.45  million).  But  Canadi- 
Mist  was  rapidly  gaining  ground.  By 
iOithad  13.5%  of  an  expanding  market, 
in  1975. 

rown-Forman  did  very  nearly  as  well 
building  a  major  position  for  itself  in 
le:  in  premium-priced  Italian  imports, 
h  the  acquisition  of  Bolla  and  Cella  in 
late  Sixties,  and  in  California  cham- 
nes  and  brandies  with  the  acquisition 
vorldwide  marketing  rights  to  Korbel 
1966.  By  1981  Cella  and  Bolla  had 
5%  of  the  imported  table  wine  mar- 
,  and  Korbel  had  cornered  7.6%  of  the 
nestic  market  for  brandy,  4.1%  in 
mpagne. 

ut  the  real  wonder  in  Brown-For- 
n's  hand  was  the  success  of  its  Jack 
liel's  Tennessee  whiskey,  which  the 
ipany  acquired  back  in  1956.  Jack 
liel's  was  unique,  a  high-quality,  pre- 
lm-priced  product  that  somehow  em- 
ied  images  of  nostalgia,  Americana 

natural  foods  all  in  a  single  sip.  With 
wn-Forman's  promotional  talents  be- 
d  it,  it  did  spectacularly  well,  averag- 

15%  a  year  unit  sales  gain  over  the 
cnties,  18%  last  year,  with  no  end  in 
it.  Always  on  allocation,  never  at  dis- 
nt,  Jack  Daniel's  probably  generated 
y  20%  of  the  $500  million  in  net  sales 
duding  excise  taxes)  Brown-Forman 
1  report  for  fiscal  1981  early  next 
nth,  but  close  to  half  its  $65  million 

0  in  net  income. 

aid  a  good  thing,  too,  because  the 
itucky  bourbons  on  which  Brown- 
man's  fortunes  bave  historically  rest- 
have  been  gradually  falling  out  of  fa- 
Overall  bourbon  sales  are  off  6.1% 
n  1978,  with  Early  Times  down  8.4% 
Old  Forester  down  17.2%.  Though 
le  observers  expect  changing  demo- 
jhics  to  bring  bourbon  back  into  favor 
in,  Lee  Brown  at  this  point  is  not 
>ng  them. 

1  marketing  his  brands,  Brown  has 
hesitated  to  expend  money  fairly  lav- 
y:  over  11%  of  sales  in  recent  years — 
million  in  calendar  1979,  $60  million 
980,  probably  $73  million  this  year — 
portionately  one  of  the  highest  levels 
where  in  the  branded  goods  business, 
hat  makes  the  business  go,"  Brown 
s,  "is  advertising  and  price."  What 


does  that  mean?  It  means  that  some 
times  a  brand  will  sell  better  at  a  higher 
than  at  a  lower  price.  Liquor,  like  many 
other  items  today,  tends  to  be  price  sen 
sitive  in  reverse.  Lee  Brown  puts  it  deli 
cately:  "You  might  raise  your  prices  jusl 
to  maintain  your  position  if  a  competitor 
does,  even  when  you  didn't  need  it  to 
maintain  your  margins." 

Brown  pioneered  the  application  ot 
Procter  &  Gamble's  famed  brand  man- 
agement concept  to  the  liquor  industry, 
setting  rates  of  return  both  for  divisions 
and  individual  brands.  "Each  brand  has 
to  meet  our  various  investment  criteria, 
and  on  the  whole  all  of  them  do.  We 
expect  any  investment  to  return  at  a 
minimum  the  cost  of  the  capital — some 
where  between  14%  and  15%  right 
now — and  it  should  return  more,  much 
more  as  you  get  into  riskier  and  riskier 
ventures.  When  interest  rates  were  low- 
er, of  course,  we  had  lower  criteria." 

Brown's  approach  has  paid  off.  Over 
the  past  five  years,  Brown-Forman  has 
emerged  as  the  fastest-growing  and 
most  profitable  company  in  the  liquor 
business,  with  an  average  return  of 
16.8%  and  an  average  annual  earnings 
growth  of  16.2%.  That  puts  its  return 
slightly  ahead  of  Heublein's  and  its 
earnings  growth  well  ahead  of  Sea- 
gram's, National  Distillers'  and  Heub 
lein's  alike.  Last  year,  when  National 
Distillers'  earnings  were  down  21%  and 
Heublein's   up    14%,  Brown-Forman's 


earnings  were  up  an  estimated  35%. 

Not  surprisingly,  Brown-Forman  com- 
mands a  premium  P/E  of  12,  i'S.  8  to  10  for 
the  competition.  This  premium  reflects 
its  superior  growth  record.  Forman  gets 
some  95%  of  its  volume  fr<  m  eighl  ma 
jor  brands,  most  of  v\  hich  had  been  insig 
nificant  a  decade  ago.  Early  Times,  Old 
Forester  and  Jack  Daniel's  still  contrib- 
ute 48%  of  the  company's  volume,  but 
the  rest  conies  from  imported  spirits 
(20% )  and  wine  and  specialities  (32% ). 

Brown-Forman's  latest  acquisition  is 
the  biggest  and  most  ambitious  so  far — 
Southern  Comfort,  a  liqueur,  one  of  the 
great  names  in  the  business,  which  it 
acquired  two  years  ago  tor  $95  million 
Though  its  growth  has  slackened  cur- 
rent Iv,  Brown  hopes  to  regain  something 
like  the  7%  growth  rate  Southern  Com- 
fort had  in  most  of  the  Seventies  by 
broadening  its  market  beyond  the  under- 
35  age  group,  extending  its  already  con- 
siderable currency  overseas,  and  backing 
it  heavily  with  big  money. 

Lee  Brown  and  the  other  folks  at 
Brown-Form. in  .ire  the  kind  that  tend  to 
see  the  ,i;lass  as  half  full  rather  than  half 
empty.  Is  wine  cutting  into  the  sales  of 
spirits?  Good.  Says  Brown:  "The  switch 
to  wine  is  the  most  explosive  thing  that 
the  business  has  seen  in  decades.  It's 
really  a  new,  new  market." 

Who  says  a  smallish  company  can't 
possibly  thrive  in  an  industry  dominated 
by  giants'  ■ 


The  boss  of  Kerr  Glass  Manufacturing  came, 
saw  and  conquered  a  few  of  his  tradition- 
bound  industry's  self-inflicted  problems. 


Clear 
as  glass 


By  Kathleen  K.  Wiegner 


Chairman  William  A.  Kerr  didn't 
take  over  the  family  business,  Los 
Angeles-based  Kerr  Glass  Manu- 
facturing Corp.,  until  1967,  when  he  was 
52  years  old.  But  he  brought  an  outsider's 
clear  vision  to  a  business  that  had  be- 
come more  venerable  than  successful.  "I 
think  the  glass  industry  fooled  itself  for 
years,"  says  Bill  Kerr.  "Every  survey 
showed  that  without  a  doubt  the  con- 


sumer preferred  glass.  But  it  turned  out 
that  he  didn't  prefer  it  so  much  he 
wouldn't  switch  to  an  aluminum  can  or  a 
plastic  bottle." 

Where  glass  once  dominated  an  esti- 
mated $9  billion  beer  and  soft-drink  con- 
tainer market,  aluminum  cans  have- 
grabbed  77%  of  both  markets  in  the  last 
decade.  And  plastic  bottles  tor  soft 
drinks,  in  the  two-liter  size,  have  pushed 
glass  right  off  the  supermarket  shelves  in 
the  last  three  years. 
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A  molten  glass  beer  bottle  in  the  forming  machine  at  Kerr's  modern  Wilson,  N.C.  plant 
Stemming  the  aluminum  tide,  reclaiming  lost  territory. 

The  result  has  been  mediocre  profit- 
ability for  all  glass  bottle  manufactur- 
ers— led  by  $4  billion  (revenues)  Owens- 
Illinois — and  gyrating  earnings  for  $400 
million  (sales)  Kerr  Glass,  which  was 
founded  in  1903  and  is  still  known  for 
the  mason  jars  Bill  Kerr's  father  pro- 
duced. Kerr  last  year  got  76%  of  its  $400 
million  sales  from  bottles  and  jars  but 
only  about  half  of  its  earnings  of  $10 
million,  or  $1.63  a  share,  before  an  ex- 
traordinary item. 

But  Kerr,  who  worked  as  a  pilot  for 
TWA  and  Northrop  for  15  years  before 
taking  over  at  Kerr  Glass  upon  the  death 
of  his  mother — who  ran  the  company  for 
42  years — believes  that  glass  can  make  a 
comeback.  That's  why  by  year-end  he 
will  have  invested  $149  million  over  the 
last  six  years  in  modernizing  and  ex- 
panding his  nine  glassmaking  oper- 
ations, upgrading  and  automating  to  re- 
duce energy  and  labor  usage. 

Cost,  from  the  heavy  use  of  both  ener- 
gy and  labor  in  its  production,  was  glass' 


main  competitive  disadvantage.  On  the 
other  hand,  Kerr  discovered  self-inflicted 
wounds  as  well.  And  he  has  helped  cure 
several  of  them. 

After  aluminum  cans  swept  away 
much  of  the  beer  container  market,  Kerr 
took  a  close  look  at  the  reason.  Sure,  suds 
drinkers  liked  those  aluminum  cans,  but 
brewers  liked  them  more,  he  discovered. 
The  quality  of  beer  bottles  was  so  uneven 
that  about  15%  broke  on  the  brewery's 
high-speed  filling  lines.  Brewers  had  to 
slow  the  bottle  lines.  Time  is  money,  so 
they  pushed  aluminum  cans. 

Kerr  looked  to  Germany,  where  he 
found  a  process  for  making  stionger, 
lighter  beer  bottles.  He  bought  a  license 
to  use  the  process,  and  since  1974  has 
converted  about  half  of  his  62  glass  lines 
to  the  improved  Heye  bottlemaking  sys- 
tem. Bur  when  Kerr  tried  to  relicense  the 
process  to  other  American  bottlemakcrs 
they  balked,  preferring  to  develop  their 
own  strong-bottle  processes.  Smallish 
Kerr  Glass  didn't  have  the  pull,  Bill  Kerr 


learned,  to  lead  an  Owens-Illinois  or 
Anchor  Hocking. 

A  different  approach  worked  bett) 
After  aluminum  beer  can  manufacture 
invented  the  pop  top,  Kerr  developed  t) 
twist-off  bottle  cap. 

"To  make  the  twist-off  cap  an  ind< 
try  standard,"  he  says,  "we  had  to  get 
the  bottle  manufacturers  to  change  t| 
tops  of  their  bottles.  We  were  too  sm| 
to  do  that  alone."  So  Kerr  gave  t 
design  to  his  competitors.  Pretty  sq 
every  bottle  manufacturer  was  usj 
twist-off  beer  caps. 

The  upshot:  With  disposable  bottl 
and  convenient  caps,  glass  manufacr 
ers  have  stemmed  the  tide  of  alumini 
beer  cans  and  arc  reclaiming  some  of  I 
territory  they  lost  during  the  Seventil 
Since  1976  industry  shipments  of  non 
tumable  beer  bottles  have  jumped  aim 
50%,  helped  by  sales  to  Miller — wh: 
sells  its  High  Life  and  Lite  brands  mosi 
in  bottles,  and  by  image-conscu 
Americans'  recent  thirst  for  handsom 
bottled  "super  premium  beers"  like  /| 
heuser-Busch's  Michelob. 

Meanwhile,  in  the  soft-drink  mark 
"the  industry  almost  dug  its  own  grav 
says  Kerr,  crossing  his  office  to  exam 
one  of  the  scores  of  bottles  lining 
shelves.  "We  said  we  could  make  glas 
any  shape,  color  or  size,  and  so  we  w 
making  thousands  of  different  bottk 
Kerr  found  that  he  had  to  halt  bottlem 
ing  lines — driving  up  expenses- 
change  a  Coke  bottle  mold,  say,  to 
for  7UP. 

So,  Kerr  convinced  bottlers  of  CO 
Pepsi  and  other  soft  drinks  to  switch 
uniform,  throwaway  glass  bottles  pri 
beled  with  brightly  colored  plastic 
as  in  the  beer  market  situation,  gj 
bottlers  finally  are  regaining  some  1 
market  share  in  single-service-size 
drink  containers. 

Along  the  way  Bill  Kerr  has  brou 
some  balance  to  the  earnings  of  the  cc 
pany  he  took  public  in  1975.  His  tw 
off  bottle  caps,  childproof  plastic  capa 
medicine  bottles  that  the  company 
designed,  and  plastic  toiletry  bot 
brought  in  nearly  half  the  earnings 
only  24%  of  the  sales. 

Perhaps  the  one  thing  on  which  F 
may  not  have  a  clear  vision  is  his  c 
successor.  Three  years  ago  he  brough 
an  heir  apparent  from  Owens-Illin 
but  the  man  quit  two  years  later.  Abo 
year  ago  Kerr  named  his  financial  j 
president,  Roger  Norian,  as  president 
66,  Bill  Kerr  insists  he's  stepping  b 
and  yielding  much  of  Kerr  Glass' d 
operations  to  Norian,  but  adds  that  "> 
ian  may  not  know  enough  about  all 
business  yet." 

After  one  career  indulging  his  lifel 
passion  for  flying,  Kerr  appears  to  h 
found  more  excitement  than  he  lets 
in  running  a  business.  And  that  ha 
been  a  bad  thing  for  Kerr  Glass.  ■ 
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Picking  options  for  yo 

Don't  forget  Ford's  Ultimate  Opt* 

The  only  one 
mat  could  pay  for  itself. 


ion 


FORD'S  ULTIMATE  OPTION-E.S.P. 


EXTENDED 

SERVICE 

PLAN 


Ford  Motor  Company's  Extended  Service 
Plan  is  designed  to  offer  you  long-term 
protection  against  rising  service  costs. 
"How  long  is  long-term  protection?" 

Just  about  as  long  as  you  want.  There  are 
three  plans  to  choose  from.  You  can 
purchase  a  maximum  coverage  plan  of 
3  years/36,000  miles  or  5  years/50,000  miles. 
The  third  plan  is  the  power  train  plan  of 
5  years/50,000  miles. 
"Protection  on  what?" 
Protection  against  the  cost  of  major  repair 
bills  on  your  Ford-built  car  or  light  truck.  Your 
Dealer  can  give  you  specific  information 
about  each  plan. 
"How  does  ESP.  work?" 
You  pay  just  a  $25  deductible  per  eligible 
repair  visit  under  either  of  the  two  maximum 
coverage  plans,  or  $50  under  the  power 
train  plan... regardless  of  the  cost  of  all  labor 
and  parts  needed. 
"What  if  they  tie  up  my  car?" 
If  your  car  needs  to  be  kept  overnight  for 
repair  under  the  original  new  vehicle 
warranty  or  the  repair  of  E.S.R-covered 
components  thereafter,  you're  provided  a 


rental  car  reimbursement  allowance  of  up 
to  $15  per  day  (excluding  mileage')  for  up  to 
five  days. 

"What  If  I  sell  my  car  while  It's  still 
covered?" 

For  a  small  fee,  the  remaining  coverage  is 
transferable  to  the  new  owner.  This  can  be  a 
strong  selling  point. 
"Suppose  I'm  out  of  town . . " 

The  Ford  Extended  Service  Plan  is  the  one 
and  only  plan  that's  honored  by  more  than 
6000  Ford  and  Lincoln-Mercury  Dealers 
throughout  the  U.S.  and  Canada.  That  can 
mean  real  peace  of  mind  wherever  you  are. 
"Okay... but  is  it  expensive?" 
The  cost  of  E.S.R  is  surprisingly  low.  And  it  can 
be  added  to  your  monthly  payment  if  you 
finance  your  new  vehicle.  When  you 
consider  the  low  cost  of  protection  on  your 
initial  investment,  and  how  long  you'll 
probably  keep  your  car,  it  just  makes  good 
sense  to  buy  Ford's  Ultimate  Option . .  .E.SP. 


Ask  for  Ford  Motor  Company's 
Extended  Service  Plan  byXe 


American  Express  is  that  rare  company 
that  can  afford  to  sit  back  and  take  a  long  view  of  things. 
It  s  gambling  heavily  to  do  just  that. 


The  tube,  the  card,  the  ticker 
and  Jim  Robinson 


Biographer  Hesketh  Pearson 
tells  this  story  about  George 
Bernard  Shaw:  The  great  Irish 
dramatist  was  once  ap- 
proached by  a  young  woman 
who  said:  "You  have  the  greatest  brain 
in  the  world  and  I  have  the  most  beauti- 
ful body;  so  we  ought  to  produce  the 
most  perfect  child." 

GBS  raised  an  eyebrow:  "What  if  the 
child  inherits  my  body  and  your  brains?" 
he  asked. 

This  is  what  happens  all  the  time  in 
business  and  to  the  best  of  companies. 
General  Electric  teamed  up  with  Time 
Inc.  to  get  into  educational  materials 
("Your  software  and  my  hardware. 
Wow!").  The  offspring,  General  Learning 
Corp.,  lost  millions,  having  come  no- 
where near  their  hopes.  Transamerica 
Corp.  bought  United  Artists,  marrying 
the  former's  money  and  managerial 
knowhow  to  the  latter's  motion  picture 
talent.  They  produced  Heaven's  Gate, 
which  threatens  to  be  the  worst  financial 
failure  in  movie  history.  We  could  go  on 
and  on  but  you've  gotten  the  point  by 
now:  You  don't  always  get  synergy  when 
you  put  two  successful  but  disparate  or- 
ganizations together.  Sometimes  you  get 
disaster. 

Say  this  for  the  pending  merger  of 
American  Express  and  Wall  Street's 
Shearson  Loeb  Rhoades:  It  could  prove  to 
be  anything  from  a  beautiful  piece  of 
synergy  to  a  $1  billion  disaster.  Amex 
isn't  spending  $900  million  just  to  buy 
into  the  stock  brokerage  business  any 
more  than  it  was  just  investing  in  cable 
TV  in  1979  when  it  spent  $  1 75  million  to 
buy  a  half  interest  in  Warner  Communi- 
cations' Warner  Cable  Co. 

Amex  Chairman  James  Robinson  HI, 
45,  looks  remarkably  youthful  for  the 
head  of  a  $20  billion  corporation.  He  sips 
an  early-morning  Coke — like  any  good 
son  of  Atlanta — in  his  Manhattan  office 
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By  Thomas  O'Donnell 

perch.  "Up  to  now,"  he  says,  "our  slogan 
has  been:  'Don't  leave  home  without  us.' 
In  the  future  it  could  be:  'Don't  stay 
home  without  us'  as  well." 

It's  the  Marshall  McLuhan  revolution 
that  Robinson  is  referring  to.  He's  look- 
ing toward  the  day,  fast  coming,  when 
the  video  screen  won't  be  only  for  enter- 
tainment but  will  be,  in  effect,  every- 
one's window  on  the  world.  People  will 
use  it  for  shopping,  for  banking,  for  in- 
vesting, for  buying  insurance — and,  of 
course,  for  entertainment,  but  on  a  far 
larger  and  broader  scale  than  now. 

Are  you  old  enough  to  remember 
when  your  mother  did  her  grocery  shop- 
ping in  segments:  the  butcher,  the  fruit 
and  vegetable  store,  the  grocery  store, 
the  milkman,  the  butter-and-egg  man? 
That  was  before  the  supermarket,  of 
course.  The  consensus  is  that  a  good 
many  financial  functions  are  still  han- 
dled in  the  old  grocery  store  method,  but 
that  the  supermarket  is  coming  to  fi- 
nance via  the  TV  screen,  or  something 
like  it.  Amex  already  has  part  of  what  it 
needs  to  make  a  big  splash  in  this  mar- 
ket: the  little  plastic  card,  the  late-20th- 
century  piece  of  magic  that  replaces 
checks,  money  and  charge  accounts.  It 
already  has,  too,  an  insurance  company 
and  an  international  bank.  With  Shear- 
son  and  Warner  Amex  it  has  two  more 
ingredients  for  the  financial  supermar- 
ket of  the  future. 

"Jimmy  Three  Sticks"  (for  the  IH)  is 
thinking  very  big  these  days.  "Our  prime 
objective  is  to  provide,  directly  and  with 
banks,  the  widest  variety  of  consumer 
financial  services  available  from  any  sin- 
gle source,"  he  says. 

Some  would  say  that  Robinson  may 
be  "overreaching.  "The  Shearson  and 
Warner  mergers  look  great  on  paper," 
shrugs  one  unimpressed  analyst.  "But 


the  payoffs  are  still  way  off  in  t 
future." 

That  they  are.  But  the  future  is  now 
the  acquired  companies.  In  addition 
plunking  down  $175  million  in  cash  a 
notes  for  its  half-interest  in  Warner  C 
ble,  Amex  expects  to  guarantee  up  to  % 
million  of  its  debt,  which  is  now  bei 
renegotiated. 

As  for  Shearson,  the  merger  mea 
that  Chairman  Sanford  Weill  is  takin; 
giant  step  closer  to  the  objective  of  ri 
ning  the  nation's  largest  brokerage  fir 
"Overnight,  the  move  creates  anott 
Merrill  Lynch,"  says  a  suddenly  worn 
official  of  that  firm.  It  also  gives  We 
and  his  shareholders  a  pile  of  prest 
and  a  bundle  of  money — Weill  hinu 
will  end  up  with  something  like  O  f 
of  Amex'  stock. 

Robinson  was  the  chosen  heir  to  i 
remarkable  Howard  Clark,  who  for 
years  ruled  Amex  with  a  firm  and  knc 
ing  but  iron  hand.  During  his  rei 
Amex  revenues  grew  from  only  $77  m 
lion  to  over  $3  billion.  Clark  went  a  lc 
way  toward  turning  Amex  into  a  fin 
cial  conglomerate.  He  added  Firema 
Fund,  the  nation's  ninth-largest  prop 
ty-liability  insurer,  to  the  compar 
lineup  of  traveler's  checks  and  travel  s 
vices,  and  got  rid  of  other  operation 
like  freight  forwarding — that  did  not 
in  with  financial  services.  He  d 
quered — though  he  did  not  invent — 
credit  card  business,  which  has  chan; 
America's  buying  and  spending  hab 
Clark  was  a  true  pioneer. 

Only  recently  has  Robinson  b« 
viewed  as  that  sort  of  man.  His  es 
career  was  dominated  by  his  fami 
business  connections.  After  picking 
an  engineering  degree  from  Geoi 
Tech  and  an  M.B.A.  from  Harvard, 
went  to  work  for  Morgan  Guarar 
where  he  was  a  protege'  of  then-chairn 
Thomas  Gates  Jr.  He  later  moved  ove 
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irson  Chairman  Sandy  Weill 


The  Sandy  Weill-Jim 
Robinson  combination 
could  turn  out  to  be 
ynamite  if  it  works.  If  it 
does  not  work,  on  the 
her  hand,  gossips  on  Wall 
•eet  will  have  a  field  day 

of  second-guessing. 


American  Express  Chairman  Jim  Robinson 
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Fireman 's  Fund  Chairman  Myron  Du  Bain 
"We  cut  our  thumbs  and  bled  into  the  bowl. 


White  Weld,  where  he  met 
Salim  Lewis,  the  man  who 
later  was  to  introduce  him  to 
Sandy  Weill  (see  box,  p.  104). 
At  both  companies  he  was 
on  a  fast  track  virtually  from 
day  one. 

In  1970,  at  age  35,  Robin- 
son was  lured  to  American 
Express  by  Eugene  Black, 
onetime  head  of  the  World 
Bank,  an  Amex  director  and 
a  friend  of  Robinson's  father, 
James  Jr.,  the  former  chair- 
man of  First  National  Bank 
of  Atlanta.  After  two  years 
running  the  bank  and  an- 
other two  in  the  travel  divi- 
sion, Robinson  was  named 
first  president  and  then,  in 
1977,  chairman.  But  anyone 
who  thinks  that  Clark 
backed  Robinson  simply  be- 
cause he  liked  the  stripe  of 
the  younger  man's  tie  or  the 
cut  of  his  suit  doesn't  know 
Howard  Clark.  Jim  Robinson 
is  possessed  of  a  highly  disci- 
plined ambition  that  match- 
es that  of  any  self-made  man. 
It  is  not  unusual  for  him  to 
■^^^^■i  work  70  hours  a  week.  The 
amiability  only  lightly  masks  the  drive 
and  high  intelligence. 

At  the  start,  despite  being  to  the 
boardroom  born,  Robinson  was  extraor- 
dinarily cautious  and  somewhat  tenta- 
tive. Shortly  after  taking  over,  he  tried  to 
buy  Philadelphia  Life  Insurance,  but  lost 
it  to  a  more  aggressive  bidder.  Prelimi- 
nary talks  with  Walt  Disney  Productions 
and  Book-of-the-Month  Club  also  fell 
through. 

But  Robinson  came  of  age  in  early 
1979  when  he  failed  in  his  attempt  to 
take  over  McGraw-Hill  for  $1  billion. 
Today  Robinson  looks  and  acts  every  bit 
the  chief  executive.  Where  there  was 
iron  there  is  now  steel,  and  where  there 
was  caution  there  is  now  confidence. 

Robinson  has  a  good  deal  to  be  confi- 
dent about.  Whereas  the  typical  chief 
executive  has  a  brief  time  at  best  for 
making  his  mark,  Robinson  can  look  for- 
ward to  two  more  decades  in  the  top  spot 
at  Amex.  He  can  afford  the  kind  of  gam- 
ble inherent  in  the  big  moves  he  is  mak- 
ing, in  part,  because  his  reputation  and 
his  stock  options  do  not  depend  upon 
what  happens  next  quarter  or  the  quarter 
after  that. 

So,  what  kind  of  company  is  he  trying 
to  build:  Robinson  clicks  off  the  answer 
with  Harvard  precision,  if  not  detail:  "By 
1 990  you'll  have  a  stockbroker  in  Califor- 
nia, a  banker  in  New  York,  an  insurance 
agent  in  Maryland  and  a  realtor  jetting 
between  Chicago  and  Boston.  All  your 
purchases  will  be  on  the  American  Ex- 
press Card,  of  course.  And  within  the 
decade  you'll  have  the  option  of  banking 


by  mail  or  by  cable  television." 

Cable  is  the  wire  that  binds  Ames 
strategy  together.  The  theory  is  simpli 
Some  80  million  homes  have  televisio 
sets,  or  video-display  terminals,  as  Ami 
calls  them.  Get  access  to  those  sets  ar 
you  can  sell  all  manner  of  things. 

But  to  sell  on  cable,  a  two-way  sy 
tern — which  allows  viewers  to  send  me! 
sages  using  consoles  wired  to  their  sets- 
is  essential.  In  two-way  communicatior 
Warner  Amex  has  a  head  start.  Its  sy 
tern  is  called  Qube,  has  cost  more  tha 
$20  million  to  develop  and  is  on  line 
Columbus  and  Cincinnati.  "This  is  tr 
cable  of  tomorrow,"  says  Robinson,  in 
rare  moment  of  downright  exuberanc 
"The  synergy  is  incredible." 

What  synergy?  Robinson  won't  sa 
He  says  it's  because  his  lawyers  have  to! 
him  not  to  get  specific  while  the  Shea 
son  merger  is  pending.  Another  reasc 
may  be  Amex'  long  tradition  as  one 
the  more  secretive  of  U.S.  corporations 

But,  as  Robinson  knows,  Qube  is  no 
little  more  than  a  cute  parlor  game, 
lowing  viewers  to  "talk  back"  to  the 
television  sets.  But  its  potential  as  a  d 
livery  system  is  enormous.  A  brief  list 
possibilities  includes: 

•  The  ability  to  buy  securities,  watc 
blue  movies,  bet  off-track,  protect  yoi 
home  with  an  electronic  burglar  alarm- 
all  while  sitting  at  home  and  chargii 
such  purchases  to  your  Amex  card  (reg 
lations  permitting). 

•  Amex  gold-card  holders  with  crec 
lines  up  to  $25,000  could  put  these  lin 
into  money  market  funds  with  chec 
writing  privileges. 

•  Amex  cardholders  could  buy  aul 
property/casualty,  life  and  health  insi. 
ance  along  with  financial  planning  st 
vices — many  of  them  developed  by  Fii 
man's  Fund,  packaged  by  Shearson  ai 
sold  by  Warner  Amex. 

•  When  the  barriers  to  intersta 
banking  erode,  those  260  Shearson  < 
fices  could  be  immediately  convert 
into  bank  branches. 

•  As  soon  as  the  Shearson  merger 
completed,  Amex  will  come  very  close 
being  a  U.S.  retail  bank  that  operat 
outside  banking  laws.  That  will  happ 
when  Shearson  customers  are  giv 
checkbooks  and  American  Express  car 
to  pay  bills  or  make  purchases. 

The  last  point  is  by  far  the  most  cc 
troversial.  Amex  has  prospered 
crossing  the  lines  that  restrict  other 
nancial     institutions.  Insiders 
McGraw-Hill's  threat  to  lobby  to  ha 
regulators  classify  Amex  as  a  bank  wa 
major  reason  Amex  dropped  its  bid. 

Already  the  Independent  Bankers  / 
sociation  of  America,  which  represer 
7,400  small  banks  across  the  country, 
raising  a  fuss  about  the  merger.  Late  lj 
month  it  sent  a  letter  to  the  Justice  I 
partment  asking  for  a  delay  pending 
investigation  of  the  merger's  "potent 
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ompetitive  effects." 
e  banks  have  a  good  deal  to  be  wor- 
about.  As  financial  services  move 
the  grocery  store  to  the  supermar- 
ige,  the  banks  are  severely  handi- 
;d.  Even  venturesome  Citibank,  a 
r  competitor  in  traveler's  checks 
redit  cards,  is  snarled  in  the  web  of 
ession-era  legislation  that  Amex 
blithely  ignore.  What  about  Time 
whose  Home  Box  Office,  similar  to 
er  Amex  Satellite  Entertainment 
Movie  Channel,  makes  it  presently 
>iggest  player  in  pay  cable?  Time 
the  financial  clout  that  Amex  can 
to  bear.  Time  Inc.'s  earnings  last 
,vere  just  $115  million,-  Amex'  were 
than  3  times  as  great.  More  impor- 
Amex  has  enormous  cash  flow 
y  from  its  up-front  card  fees  and  its 
ler's  check  float. 

:entially  the  most  serious  competi- 
tr,  AT&T  has  the  consumer  fran- 
the  money  and  the  communica- 
skills.  But  Ma  Bell  and  its  subs  are 
2d  by  legal  restrictions  that  are  only 
y  crumbling.  It  also  would  have  to 
:e  its  millions  of  miles  of  phone 
to  send  TV  pictures.  "We  just  don't 
:ive  of  them  as  a  competitor,"  says 
r  Freeman,  who  heads  Amex'  office 
itegic  planning. 

ill  these,  only  Amex  is  willing — and 
-to  stake  so  much  of  its  future  on 


With  the  older  but  highly 
profitable  businesses  as 
cash  cows,  American 
Express  can  afford  to  wait 
for  profits  from  its  newer 
businesses.  "Once  you  get 
them  rolling  they  become 
banks,"  says  one  favorably 
impressed  analyst. 


synergy.  Take  a  look  at  cable.  First,  fran- 
chises must  be  awarded  by  local  govern- 
ing bodies.  Winning  franchises  is  some- 
thing at  which  Warner  Amex  excels, 
largely  because  Qube  is  a  tremendous 
selling  point.  In  1980  Warner  Amex  won 
the  right  to  serve  1.1  million  of  the  1.6 
million  homes  up  for  bid. 

While  Amex  ventures  boldly  into  new 
territory  it  leaves  its  traveler's  checks 
and  credit  cards  in  the  hands  of  newly 
appointed  Vice  Chairman  Louis 
Gerstner,  39.  Gerstner's  assignment  is 
clear,  and  if  he  succeeds  he  could  follow 
Alva  Way,  52,  as  president  and  Robin- 
son's right-hand  man.  Gerstner  must 
beat  back  the  attempts  of  banks  and  the 
credit  card  systems  to  cut  into  these 


bread-and-butter  businesses,  while  Rob- 
inson takes  care  of  the  company's  future 
markets. 

At  first  glance  Gerstner's  job  seems 
formidable  indeed.  Amex  has  only  12 
million  cardholders,  against  90  million 
for  Visa  and  78  million  for  MasterCard. 
Against  this,  however,  Amex'  cards  are 
held  by  64%  of  all  Americans  with  in- 
comes above  $50,000,  and  71%  of  those 
with  incomes  between  $50,000  and 
$75,000.  Those  holders  want  the  "coun- 
try club"-style  charge  receipts  and  virtu- 
ally unlimited  line  of  credit  that  only 
Amex  cards  provide.  "Our  competitors 
are  coming  out  with  a  Pinto  to  compete 
with  a  BMW,"  says  Gerstner,  who  joined 
Amex  from  the  consulting  firm  of 
McKinsey  &  Co.  three  years  ago.  Gerst- 
ner has  reason  for  confidence:  During 
the  past  decade  Amex  charge  volume  has 
consistently  climbed  and  cards,  checks 
and  other  travel-related  services  now 
contribute  47%  of  earnings. 

Can  that  growth  continue?  Probably 
not  indefinitely  The  two  credit  card  sys- 
tems are  not  the  only  threat.  Citicorp 
has  acquired  both  Carte  Blanche  and 
Diners'  Club  and  is  expected  to  pour 
millions  into  them.  Moreover,  the  U.S. 
card  and  traveler's  check  markets  are 
maturing.  That's  where  Robinson's  long- 
range  strategy  comes  in.  With  the  older 
but  highly  profitable  businesses  as  cash 


People  think  of  American  Express  as  just  a  credit  card  The  majority  came  from  insurance  and  11%  from 
and  traveler's  check  company.  Yet  last  year,  these  and  Amex'  international  bank.  Adding  Shearson  should 
related  operations  contributed  less  than  half  of  earnings,    smooth  out  the  cyclicality  of  the  insurance  business. 
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Warner  Amex'  two-way 
cable  communications 
system  is  called  Qube.  It 
allows  viewers  to  talk  back 
to  their  TV  sets  but,  for  the 
present,  is  little  more  than  a 
parlor  game.  Still,  its 
potential  as  a  delivery 
mechanism  is  enormous. 


cows,  Amex  can  afford  a  long  wait  for 
profits  in  its  newer  businesses. 
„  "All  their  businesses  are  of  that  type," 
points  out  one  analyst:  "Once  you  get 
them  rolling  they  become  banks." 

In  1968,  as  part  of  his  grand  strategy, 
Howard  Clark  acquired  Fireman's  Fund. 
Today  Fireman's  contributes  more  than 
50%  of  Amex'  earnings.  But  the  insur- 
ance sub  was  not  always  such  a  welcome 
addition. 

In  1974,.  when  the  industry  took  a 
beating,  Fireman's  Fund  operating  earn- 
ings fell  by  17%  and  the  policyholders' 
dividends  were  slashed  by  23%.  "We  cut 
our  thumbs  and  bled  into  the  bowl,"  says 
Chairman  Myron  Du  Bain.  "We  resolved 


once  and  for  all  that  we  would  resist! 
underwriting  cycle  by  staying  out  of! 
price  wars  that  bring  it  on." 

So  far  that  gamble  is  paying  off. 
industry  is  now  in  the  middle  stages 
downturn,  but  Fireman's  Fund's  pe: 
mance  is  less  affected  than  most.  In 
first  quarter,  Fireman's  Fund's  comb 
ratio — the  lower  the  better — was  arq 
101,  compared  with  an  industry  avei 
of  105  or  so. 

Ironically,  Robinson's  first  fief 
Amex,  the  international  bank,  is  the 
area  where  Amex  may  be  dwarfed  b] 
giant  competitors. 

One  problem,  of  course,  is  its  comp 
tively  small  size.  Another  may  be  Ari 


Instant  millions 


Sandy  Lewis,  matchmaker 


Want  to  know  how  to  make  a  few 
million  fast?  Take  a  lesson 
from  Salim  (Sandy)  Lewis,  son  of  the 
famous  "Cy"  Lewis.  Sandy  is  the  per- 
petual motion  machine  who  intro- 
duced Jim  Robinson  to  Sandy  Weill 
and  is  reportedly  getting  a  cool  $3.5 
million  for  his  trouble. 

Here's  how  the  42-year-old  arbitra- 
geur who  looks  like  Robert  Redford 
did  it:  One  day  last  fall  he  called  Weill, 
whom  he  had  never  met,  and  asked 
him  to  breakfast.  A  few  days  later  he 
called  Robinson,  an  old  friend  from 
their  days  together  at  White  Weld. 
Then  he  introduced  the  two. 

For  this — a  few  telephone  calls  and 
some  brief  but  intense  negotiations — 
his  firm,  S.B.  Lewis  &  Co.,  which  he 
formed  with  Amex  seed  money  in 
January  1980,  will  get  its  juicy  fee. 

However,  Weill  and  Robinson 
didn't  get  interested  in  a  merger  until 
Prudential's  bid  for  Bache  was  an- 
nounced. That  morning  Robinson 
called  Lewis  and  said,  "It's  a  new  ball 
game  now."  Lewis  reached  Weill  the 
next  day  at  his  hotel  in  Singapore  and 


talked  to  him  for  20  minutes  abov 
the  possibilities.  Once  actual  negoti; 
tions  got  started,  Alva  Way,  then-vie 
chairman  of  American  Express,  an 
Howard  Clark  Jr.,  son  of  the  forme 
chairman,  took  over. 

What  made  Lewis  think  Weill,  wh 
has  a  reputation  for  being  fiercely  hi 
dependent,  might  agree  to  be  a< 
quired?  "You're  assuming  that  b 
cause  Sandy  is  an  entrepreneur,  \ 
can't  work  with  anybody  else.  ..." 

Lewis  concedes  that  the  two  me 
had  a  little  trouble  communicating 
first — Robinson  is  a  reserved  soutl 
emer,  while  Brooklyn-bom  Weill 
known  for  his  bluntness.  Still,  sa} 
Lewis,  the  contrast  could  be  a  plus, 
wouldn't  want  to  be  married  to  som 
one  just  like  me,"  he  says. 

When  Forbes  visited  him  soc 
after  the  proposed  merger  was  ai 
nounced,  Lewis  complained  he  w« 
exhausted.  Then  he  picked  up  one  ■ 
his  three  phones  and  made  plans  t 
take  his  wife  and  four  of  his  seve 
children  to  a  hockey  game  th; 
night. — Jane  Carmichael 
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Want  to  see  air  conditioning  that  meets 
the  demands  off  the  silent  service? 


For  an  annual  report  write:  Borg- Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


How  well  will  Sandy  Weill's  new- 
kind  of  thinking  sit  with 
American  Express  Chairman  Jim 

Robinson?  "I'm  amused  by 
speculation  that  Sandy  is  nipping 
at  my  heels  and  trying  to  get  my 
job,"  he  answers.  "I'm  always  on 
the  lookout  for  the  strongest, 
most  competent  people." 


rumored  unwillingness  to  devel- 
op a  highly  successful  banking 
subsidiary  because  this  could  in- 
crease pressures  to  regulate  the 
company  as  a  domestic  U.S. 
bank — something  it  wants  to 
avoid  at  all  costs. 

Enter  Shearson  and  its  tough 
chief,  Sandy  Weill.  "Have  you 
even  been  to  an  American  Ex- 
press annual  meeting?"  asks 
Jack  Cox,  an  economist  at  Pur- 
cell,  Graham  &  Co.  "They  all 
look  like  they're  right  from  the 
Harvard  Business  School,  pin- 
stripes and  all.  Weill  is  bringing  a 
new  line  of  thinking  to  the  company's 
management." 

How  well  will  that  new  kind  of  think- 
ing sit  with  Robinson?  "I'm  amused  by 
speculation  that  Sandy  is  nipping  at  my 
heels  and  trying  to  get  my  job,"  he  says. 
"I'm  always  on  the  lookout  for  the  stron- 
gest, most  competent  people." 

Robinson  has  worked  in  tandem  once 
before.  When  he  was  named  chairman, 


Roger  Morley,  a  former  executive  v 
president  at  Gould,  was  named  pr< 
dent.  They  worked  as  a  team.  The  qy 
aristocrat  as  chairman,  and  the  outgoj 
ex-accountant  as  president. 

All  went  smoothly  until  the  unsucce; 
ful  bid  to  acquire  McGraw-Hill, 
whose  board  Morley  sat.  After  a  bitj 
highly  publicized  fight,  the  merger  \ 
through  in  January  1979,  and  Morley 
signed  in  December.  "I  don't  kn| 
where  he  is  now,"  says  an  Amex  exe< 
tive.  "Somewhere  in  Europe,  I  think.' 

People  who  have  watched  all  this  s; 
pect  that  the  Weill-Robinson  combi) 
tion  can  be  dynamite  if  it  works,  ij 
doesn't  work?  Then  the  gossips  will  hi 
a  field  day. 

Getting  back  to  Bernard  Shaw  and  I 
beautiful  lady.  The  unlikely  bedding 
gether  of  American  Express,  Wan 
Communications  and  Shearson  Lc 
Rhoades  could  conceivably  bring  foi 
one  of  the  handsomest  corporations 
America.  Or  it  could  end  up  with  i 
best  features  of  neither.  ■ 


Empire  building 


In  1979  Amex  wanted  to  shell  out  near- 
ly $1  billion  for  a  "printed  page"  pub- 
lishing company,  McGraw-Hill,  and 
failed  to  bring  it  off.  But  there's  more 
than  one  way  to  construct  a  conglom- 
erate. Since  then  Amex  has  quietly 
gobbled  up  a  passel  of  highly  innova- 


tive communications  and  financial  se 
vice  firms.  The  objective,  however,  u 
mains  the  same:  to  capture  U.S.  cot 
sumers'  dollars  whether  they  are  com 
ing,  going  or  staying  home.  The  gambl 
is  big,  but  so  will  be  the  payoff  if  tlj 
hoped-for  "synergy"  results. 


Company 

principal  business/location 

When 
acquired 

Price 
(millions) 

American  Express  Direct  Response 

direct-mail  marketing/Great  Neck,  NY 

4/79 

not 
disclosed 

Warner  Amex  Cable  Communications 

cable-TV  systems,  programming/NYC 

12/79 

$175 
(joint  venture) 

First  Data  Resources 

credit-card  processing,  authorization/Omaha 

1/80 

50 

Southern  Guaranty  Insurance  Co 

property-liability  ins  (rural 
markets)/Montgomery,  Ala 

9/80 

19 

Food  &  Wine  magazine 

publishing/NYC 

9/80 

1 

Mitchell  Beazley  Ltd 

publishing,  video  programming/London 

11/80 

10 

WATS  Marketing  of  America 

toll-free  order  taking/Omaha 

12/80 

1 

Interstate  Group  of  Insurance  Cos 

surplus  lines  insurance/Chicago 

12/80 

54 

New  England  Bankcard  Association 

bank-card  processingBoston 

3/81 

under  10 

Shearson  Loeb  Rhoades 

brokerage/NYC 

pending 

900 
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The  shortest  distance 
between  you  and  your  customer 

is  Long  Distance. 


When  yon  pick  up  your  phone  and  sell  by  Long  Distance,  through  the  Bell 
network,  your  customers  are  right  at  hand.  This  cuts  down  your  sales  trips— and  so  cuts  the 
cost  of  selling— without  reducing  service.  As  a  result,  you  can  sell  smaller  accounts  on  a 
regular  basis  and  still  make  a  profit. 

This  way  of  selling  is  one  of  the  many  aspects  of  what  we  call  Telemarketing. 
It  is  made  possible  because  of  the  amazing  capabilities  of  the  Bell  network,  the  world's 
largest  and  most  advanced  information  management  system. 

With  Telemarketing,  you  build  business  in  many  ways. 

You  contact  more  customers.  You  time  your  "visit"  to  reach  the  customer  when 
inventory  is  low.  You  call  those  customers  who  are  ready  to  buy.  You're  more  productive— 
you  make  more  sales. 

Bell  can  discuss  sales  programs  and  services  to  help  you  manage  your  time 
and  territory  more  productively— including  proven,  tested  techniques  for  more  and  bigger 
sales  by  phone. 

All  you  have  to  do  is  call  now  800-821-2121,    q/"\ /"\  OOI  OTOl 
toll  free.  In  Missouri,  call  800-892-2121.  oUU'OZ \"Z \Z  I 

See  how  easy  it  is  to  put  our  knowledge  to  work  for  you. 


The  knowledge  business 


Lockheed  knows  how. 


The  voracious  process  called  corrosion  consumes  more 
than  metal  —  it  devours  masses  of  money. 

The  nationwide  cost  of  checking  or  controlling  corrosion 
is  now  estimated  at  more  than  $80  billion  yearly.  Airlines 
alone  have  a  $100-million  annual  corrosion  problem. 

So  here  are  some  of  the  many  ways  Lockheed  works  to 
blunt,  check,  or  contain  the  corrosion  attack. 

Making  aircraft  metals  fight  back. 

When  developing  the  L-1011  TriStar,  Lockheed  was  deter- 
mined to  lessen  that  $100-million  airline  corrosion  problem. 

Thousands  of  Lockheed  tests  over  18  months,  for  example, 
led  to  the  choice  of  a  new  wing-skin  aluminum  temper, 
7075-T76.  It's  dramatically  superior  in  corrosion  resistance  to 
widely  used  alloys  and  tempers  like  2024-T3  and  7075-T6. 

The  value  of  that  choice  is  clear.  Wing  skins  using  2024-T3 


7075-T6 


2024-T3 


Three  aluminum  specimens,  treated  w/(h  different  tempers,  were  exposed  to 
the  elements  for  nine  months  at  Lockheed's  corrosion  test  site. 
The  results:  707 5-76 -deep,  severe  exfoliation,  or  'leafing'.  2024-T3  - 
also  deep  corrosion.  7075-T76-no  corrosion  damage. 


for  lower  surfaces  and  7075-T6  for  upper  surfaces  — as  m* 
aircraft  do— show  severe  corrosion  in  as  little  as  two  yean 
After  eight  years  in  service,  however,  the  L-1011  wing  skill 
which  uniquely  use  7075-T76  on  both  surfaces,  still  shovj 
almost  no  signs  of  corrosion. 

With  similar  attention  given  to  all  parts,  smallest  to  larj 
the  L-101 1  is  by  far  the  most  corrosion-resistant  large  aire; 
ever  built. 

Giving  steel  more  sea-life. 

Structures  that  live  in  the  sea  face  a  ravaging  confronta 
tion:  salt  water  against  steel. 


Today,  however,  Lockheed's  advanced  marine  cathodi" 
systems  are  effectively  protecting  offshore  oil  platforms, 
loading  terminals,  and  other  kinds  of  marine  structures 
around  the  world.  And  these  systems  are  absolute  state-c 
the-art  in  such  protection. 

By  feeding  electric  current  to  anodes  on  the  underwat« 
structures,  the  technique  inhibits  corrosive  reaction,  foi 
seawater  assault,  and  significantly  extends  structural  life 

And  now  Lockheed  engineers  are  developing  advance 
computer  technology  to  plot  the  ideal  amount  and  distri 


80-billion  combat  zone. 


protective  current  tor  each  application.  This  will 
'ven  greater  savings  by  avoiding  any  overlapping  of 
:ion  and  by  dramatically  cutting  down  on  inspection 
aintenance. 

ng  the  sand  out  of  blasting. 

ardous  to  lungs  and  machinery  alike,  the  process  of 
asting  metals  to  remove  surface  corrosion  or  old  paint 
;  coming  to  an  end. 

's  because  Lockheed  has  developed  an  advanced 
that  uses  frozen  pellets  of  carbon  dioxide —dry  ice 
t  and  clean  metal  surfaces. 

key  to  the  technique  is  a  Lockheed-patented  system 
ikes  the  tiny,  solid  pellets  in  the  right  size,  then 
s  them  at  the  right  density  and  pressure  for  the  surface 
jlast-cleaned.  After  striking  the  target  surface,  the 
i  pellets  quickly  vaporize,  and  the  vapor  harmlessly 
tes.  No  infiltrating  sand  dust  or  other  blasting  agent 
remains.  No  cleanup  of  residual  abrasives  is  required. 
)  blasting  or  toxic  stripping  agent  harms  the  environ- 
ir  human  lungs. 


r  needs  no  protective  mask  in  clean  CQ2  blasting  operations. 


Best  of  all,  the  process  (1)  is  comparatively  low-cost, 
(2)  can  clean  complex  machinery  without  the  disassembly 
needed  for  sand-blasting,  and  (3)  can  be  used  on  anything 
from  ships  and  bridges  to  delicate  electronic  assemblies. 

Keeping  alloys  fresh  and  safe. 

Beneficial  spin-offs  from  aerospace  technology  are  not 
uncommon.  One  of  them,  a  protective  sealing  process  called 
Duralox,  evolved  directly  from  Lockheed's  anticorrosion 
work  on  the  L-1011  TriStar's  aluminum  alloys. 

A  two-bath  chemical  process,  Duralox  has  proved 
remarkably  effective  on  various  anodic-coated  aluminum 
alloys  and  thin  anodic  coatings  exposed  to  even  the  toughest 
corrosive  environments. 

Usable  anywhere  corrosion  is  a  problem,  the  process 
shows  impressive  beauty-keeping  performance  in  new  build- 
ings that  display  large  amounts  of  exterior  aluminum  sheet 
and  extrusions. 

One  proof:  Military  and  aircraft  company  specifications 
are  aiming  at  500  to  1,000  hours  of  surface  survival  in 
abusive  salt-spray  chamber  tests.  On  many  alloys,  with  very 
thinly  coated  surfaces,  Duralox  consistently  betters  8,000 
hours  of  such  onslaught. 

These  are  but  a  few  examples  of  Lockheed's  dedication 
to  the  fight  against  corrosion.  When  it  comes  to  applying 
advanced  technology  to  defeat  or  restrain  corrosion— on 
land,  in  the  air,  in  space,  or  in  water— Lockheed  knows  how. 

^tLockheed 


Supermarkets  are  far  more  important  to  AC. 
Nielsen  than  the  TV  tube,  and  it  is  being 
challenged  in  both  businesses. 

Leader 
by  legacy 


By  Larry  Marion 

The  strength  of  A.C.  Nielsen  Co., 
the  market  research  leader  that  is 
best  known  for  its  television  rat- 
ings, grew  out  of  a  mistake  by  its 
founder.  "Lever  Brothers  wanted  to  find 
out  what  kind  of  soap  people  were 
buying  during  the  Depression,"  recalls 
Chairman  Arthur  C.  Nielsen  Jr.,  62,  the 
founder's  son.  "When  Dad  presented  the 
results  of  his  interviews  with  women, 
the  Lever  manager  said  he  hadn't  even 
got  the  Lever  brands'  sales  figures  cor- 
rect. 'You  overestimated  Lux  and  under- 
estimated Lifebuoy,'  he  told  Dad. 

"After  thinking  about  it,  Dad  realized 
that  a  lot  of  women  said  they  bought  Lux 
because  of  its  image  as  a  prestige  soap  for 
movie  stars,  while  Lifebuoy  was  only  for 
people  with  b.o.,"  says  Nielsen. 
The  experience  was  a  revelation  to  the 


original  Nielsen,  an  electrical  engineer 
who  was  then  venturing  into  market  re- 
search from  a  business  that  had  been 
evaluating  industrial  equipment  since 
1923.  Consumer  interviews  didn't  pro- 
duce accurate  information,  he  concluded. 
"Dad  was  an  electrical  engineer,"  his  son 
recalls.  "He  used  to  say  that  psycholo- 
gists ask  questions  to  find  out  why  peo- 
ple did  things.  That  doesn't  work.  If  you 
can  put  a  number  on  it,  then  you  know 
something." 

That  was  the  simple  lesson  A.C.  im- 
parted to  his  son,  but  lessons  often  go 
unheeded.  Not  so  in  Nielsen's  case.  Art 
Nielsen  Jr.  acted  on  that  lesson,  and  as  a 
result,  the  firm  grew  by  using  machines, 
not  personal  interviews,  to  determine 
which  products  were  winning  buyers'  fa- 
vor. Arthur  C.  Nielsen,  who  died  last 
year  at  82,  ordered  the  first  electronic 
computer  for  commercial  purposes  in 


1947,  based  on  his  son's  experience  vsj 
the  Army's  machine  during  World  \ 
II.  Nielsen  installed  the  first  electron 
chanical  meters  to  accurately  measi 
radio  (1942)  and  television  (1949)  ai| 
ences,  while  broadcast  executives  vi 
still  weighing  mailbags  to  determine 
dience  size. 

Today  the  company  has  massive  cC 
puter  installations  at  its  68-acre  he 
quarters  northwest  of  Chicago,  as  well 
in  Boulder,  Colo.,  Dunedin,  Fla.  I 
Juarez,  Mexico.  They  are  the  heart 
muscle  of  its  business,  which  is  far  m 
the  measurement  of  grocery  and  dit 
store  sales  than  it  is  the  recording 
television-watching.  Nielsen  last  > 
had  revenues  of  $493  million,  61%  fr 
the  grocery  side,  10%  from  televis 
ratings.  It  had  $29  million  in  net  incoj 
60%  from  grocery,  and  10%  from  TV 
fiscal  1981  it  anticipates  $600  mill 
revenues  and  $38  million  net  lncoi 
$3.40  per  share. 

Because  it  was  decades  ahead  of  ev« 
body  else  in  the  computerized  moni 
ing  of  grocery  sales,  it  leads  that  mass 
but  fragmented  field  today.  The  Infon 
tion  Industry  Association  estimates  t 
$9.8  billion  in  annual  revenues  in  1' 
were  produced  by  1,023  companies  I 
gaged  in  what  is  broadly  called  mail 
research — half  of  them  with  revenue 
under  $1  million. 

The  business  is  fast-growing — Nielj 
expects  sales  and  earnings  to  double  in 
next  five  years  after  a  fourfold  inert 
over  the  last  decade — and  it  is  consolii 
ing,  with  giant  newcomers  challeng 
Nielsen's  lead.  Time  Inc.  entered  mai 
research  in  1966  with  its  Sales  Area  N 
keting  Inc.  operation;  McGraw-Hill 
quired  Data  Resources  in  1980.  Con 
Data  is  pushing  on  the  television  side  v< 
its  Arbitron  subsidiary. 

To  remain  the  leader,  Nielsen  is  bu 
ing  upon  his  incomparable  legacy.  N 
sen's  computer  files,  valued  at  $100  i 
lion  on  its  books,  contain  40  years 
grocery  store  inventories  and  decade 
television  ratings.  "Its  equipment  spe 
ing  for  grocery  sales  studies  is  bigger  t 
the  next  seven  companies'  [after  Tin 
SAMI]  combined,"  says  analyst  Jai 
Dougherty  of  F.  Eberstadt  &  Co. 

And  Nielsen,  a  business  adminis 
tion  graduate  of  the  University  of  V 
consin,  continues  to  spend  for  state 
the-art  equipment  and  research  to  s 
ahead.  Nielsen's  capital  budget  last  i 
was  $35.6  million,  up  from  $25.5  mil. 
the  year  before.  About  80%  goes  for  a 
puter  hardware. 

In  a  bid  to  leap  ahead  of  its  comp 
tion  in  the  collection  of  sales  and  n 
ket-share  data  for  supermarket  ite 
Nielsen  is  now  buying  computer  tc 
from  supermarkets  equipped  with  e 
tronic  scanning  cash  registers.  U 
now,  Nielsen  only  collected  its  mai 
data  by  sending  its  auditors  around  to 


Nielsen's  Chairman  Arthur  C.  Nielsen  Jr. 
Son  urged,  father  listened  and  bought  a  computer. 


110 


FORBES,  MAY  25. 


YOU  DON 

KEEP  A  CLIENT 
LIKE  YALE 

IFYOUDONT 

DO  YOUR 


Whether  you're  a 
student  or  an  insurance 
company  Yale  is  a  tough 
place  to  get  good  grades. 

So  keeping  them  as  a 
client  since  1928  means 
we  ve  passed  some  pretty 
difficult  tests. 

In  fact,  by  making  good 
service  our  most  impor- 
tant policy  we've  been 
getting  As  from  over 
25,000  clients  for  25 


years  or  more. 

They  range  from  multi- 
million  dollar  corporations 
that  need  group  plans  to 
business  owners  who 
need  estate  plans.  And 
though  there  are  major 
differences  among  them, 
there's  something  they 


all  have  in  common. 

They're  pretty  tough 
customers. 

And  we  wouldn't  have 
it  any  other  way  Because 
at  Connecticut  General, 
building  long  relationships 
with  demanding  clients  is 
standard  procedure. 

You  might  even  say  it's 
the  reason  our  relationship 
with  Yale  has  turned  into 
a  textbook  case. 


CONNECTICUT  GENERAL 
SOME  PRETTY  TOUCH  CUSTOMERS 

Group  Insurance  and  Pension  •  Individual  Insurance  •  Property/Casually  (CG/Aetna)  •  Investments 
Connecticut  General  Insurance  Corporation,  Hartford,  Connecticut  06152 


HAPPY. 


THECAKMANS 


stores  to  take  a  bimonthly  inventory.  Its 
competitors  rely  on  warehouse  inven- 
tories or  consumer  interviews. 

With  the  scanner  tapes,  Nielsen  this 
summer  will  introduce  weekly  reports  on 
product  movements  from  100  supermar- 
kets' around  the  nation.  "Daily  scanner 
data  can  answer  problems  like,  what  was 
the  effect  on  sales  of  a  weekend  special, 
which  used  to  get  lost  in  the  60-day 
average,"  says  Nielsen,  who  has  been 
running  the  company  since  his  father 
began  to  withdraw  from  day-to-day  oper- 
ations in  1965. 

Nielsen  has  already  started  to  extrapo- 
late the  speeded-up  sales  reports  into  a 
national  rating  for  grocery  products,  akin 
to  the  national  Nielsen  ratings  on  which 
television  programs,  and  advertising  dol- 
lars, rise  and  fall.  At  the  urging  of  cus- 
tomers such  as  Procter  &.  Gamble,  Niel- 
sen tried  such  an  extrapolation  last  year, 
but  it  wasn't  comprehensive  since  it 
lacked  small-store  data.  President  Eu- 
gene Harden  explains  that  clients  don't 
yet  know  what  they  want  out  of  the  new 
information.  "We're  generally  at  the 
forefront  of  new  technologies,"  he  says, 
shaking  his  head.  "This  time  we  may  be 
a  little  too  far  ahead." 

Clearly  the  company  is  taking  the 
challenge  in  its  main  business  serious- 
ly, far  more  seriously  than  it  regards 
an  aggressive  campaign  by  Arbitron  to 
beef  up  its  competitive  stance  in  tele- 
vision ratings.  At  a  cost  of  $23  mil- 
lion, Arbitron  intends  to  have  its  TV 
set  monitoring  meters  in  7,200  homes 
by  1984.  That  would  seem  to  give  it  a 
powerful  edge  over  Nielsen,  the  name 
that  made  rating  a  household  word. 
Nielsen  is  directly  wired  into  1,200 
homes  around  the  country  for  its  na- 
tional sample,  and  has  another  1,700 
or  so  in  four  big  cities  (New  York, 
Chicago,  Los  Angeles  and  San  Francis- 
co) for  local  ratings.  An  additional 
2,400  homeowners  write  diaries,  with 
the  more  detailed  information  used  to 
establish  national  demographic  profiles. 
Nielsen  has  a  back-up  meter  to  check 
their  answers.  Won't  Arbitron's  addi- 
tional homes  produce  a  more  accurate 
national  sample  and  win  the  business 
of  television  stations  and  advertising 
agencies?  (Today,  a  single  point  in  the 
Nielsen  ratings  means  thousands  of 
dollars  per  minute  in  ad  rates,  depend- 
ing on  the  network.) 

Nielsen's  head  statistician,  Edward  A. 
Schillmoeller,  thinks  not.  He  concedes 
that  if  the  Nielsen  national  sample  were 
doubled,  the  margin  of  error  would 
shrink  by  30% .  But  he  says  that  current- 
ly, "there's  a  90%  chance  of  our  coming 
within  two  percentage  points  of  the 
'true'  rating  on  just  the  metered  service." 
Cutting  that  2%  margin  of  error  by  30%, 
he  explains,  would  make  a  20  rating  into 
a  20.6.  Nielsen  isn't  afraid  that  its  1,600 
subscribers  will  go  elsewhere. 


Nielsen  has  been  making  acqu 
tions  to  broaden  his  company's  bastj 
recently  bought  Dataquest,  a  sm 
$3.8  million  (revenues)  consulting  , 
market  research  firm  for  the  compu 
industry.  It  has  owned  Petroleum  In; 
mation,  a  leading  oil  well  drilling  i 
ord  keeper,  for  13  years.  "We're  try 
to  get  into  big  and  growing  ind 
tries,"  says  Nielsen  of  his  acquisit 
plans.  PI  contributed  some  $51  milll 
of  Nielsen's  revenues  last  year,  up  fn 
$37  million  in  1979. 

Another  $55  million  of  revenues  corj 
from  the  Nielsen  Clearing  House  Servi 


At  a  cost  of  $23  million,  Ar 
tron  intends  to  have  its  TV  n 
ters  in  7,200  homes 
1984.  .  .  .  Won*t  Arbitron's  a 
ditional  homes  produce  a  ma 
accurate  sample  and  win  t 
business  of  television  statio 
and  advertising  agencies? 

the  dominant  factor  in  sorting  the  cer 
off  grocery  store  coupons.  Nielsen  sc 
$800  million  worth  of  grocery  coupor 
year,  sending  checks  to  the  retaii 
roughly  one  month  before  it  is  re; 
bursed  by  the  manufacturers.  In  time 
stable  interest  rates,  fees  for  the  sort 
and  banking  services  made  the  Clear 
House  the  most  profitable  part  of 
company's  operations,  with  an  18%  j 
tax  profit  margin.  But  last  year  short-u 
interest  costs  soared  55%,  to  $8.4  r 
lion,  and  margins  dropped  to  10.4%, 
$5.7  million.  Nielsen's  response  wa? 
install  more  automation  at  its  Clint 
Iowa  coupon-sorting  facility  and  imp 
surcharges  on  its  customers. 

That  response  was  right  in  line  w 
the  precepts  of  the  original  Art 
Charles  Nielsen,  who  favored  fiscal  c 
servatism.  Even  while  Art  Jr.  built  up 
computer  bases,  Nielsen  has  no  lo 
term  debt,  not  even  a  mortgage. 

But  A.C.  Sr.  believed  in  sharing 
wealth.  Almost  all  of  Nielsen's  19, 
employees  here  and  in  23  other  counti 
get  annual  profit-sharing  checks.  It  i 
policy  that  A.C.  Jr.  seems  certain  to  c 
tinue.  "My  bonus  last  year  was  at  It- 
three  times  my  salary,"  says  Niels 
somewhat  casually  referring  to  a  boj 
of  $463,000  on  a  salary  of  $125,000. 
addition,  he  controls  1.7  million  sha 
of  the  common  stock  (Nielsen  and  fan' 
trusts  control  56%  of  the  voting  po\* 
and  received  $40,000  directly  in  d 
dends  last  year — as  well  as  a  tr 
amount  he  refuses  to  disclose. 

That's  quite  a  lot  of  money,  but  p 
haps  not  too  much  if  A.C.  Jr.  and  his 
Christopher,  32 — currently  seeking 
M.B.A.  at  Harvard — can  keep  the  tan 
company  ahead  of  the  pack  in  the  rapi 
expanding  information  business.  ■ 
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Very  special  islands 
for  very  special  people. 

Grand  Cayman.  Cayman 
Brae.  Little  Cayman. 

More  professional  people 
come  to  these  peaceful  islands 
in  the  West  Indies— an  hour's 
flight  from  Miami,  a  little  longer  . 
from  Houston — than  anyone 
else. 

It's  their  kind  of  place. 

The  only  major  British 
Crown  Colony  remaining  in  the 
Caribbean  and  a  major  financial 
center  of  the  world. 

A  place  to  relax  among 
congenial  people  in 
an  uncrowded,  unspoiled 
environment. 

Miles  of  white  sand  beaches.  . 
An  incredible  underwater 
wonderland  for  snorkelers.  For 
scuba  divers,  the  Cayman 
"deep"  is  rated  the  world's  No.  1 
locale.  Big  game  fishing  off 
Cayman  Brae.  Bone  fishing  on 
Little  Cayman.  Tennis  courts 
everywhere. 

The  food  is  what  you 
would  expect  for  an  island  with 
over  300  international  banks. 
And  there  are  more  luxury 
privately  owned  apartments  that 
can  be  rented  for  a  few  days 
or  weeks,  than  on  any  island 
in  the  Caribbean. 

Comfortable  hotels.  Villas. 
S.everal  rather  plush  clubs. 
.  Good  travel  agents  know 
about  the  Caymans.  Or  w  rite  or 
call  305-444-6551. 

Cayman  Islands 

Department  of  Tourism 

250  Catalonia  Ave.,  1 
Coral  Gables,  FL  33134. 


This  announcement  is  not  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 
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9,000,000  Shares 

Long  Island  Lighting  Company 

Common  Stock 

($5  Par  Value) 


Price  $14.25  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Paine  Webber 

Incorporated 

Bache  Halsey  Stuart  Shields 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Salomon  Brothers 

Bear,  Stearns  &  Co.  The  First  Boston  Corporation  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.         Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin    Shearson  Loeb  Rhoades  Inc.    Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


siness  can  get  so  bad  it  begins  to  look  good. 
That  hope  keeps  Akzona  going  these  days. 

Down  so  long 
it  looks  like  up 
from  here 


Akzona  boss  Claude  Ramsey  with  a  spool  of  polyester 

Is  it  springtime  again  for  the  man-made  fiber  business? 


By  Jean  A.  Briggs 

LIFE  SHOULD  HAVE  BEEN  SWEET 
Claude  Ramsey.  Tall  and  h; 
some  with  an  easygoing  man 
he  elimhed  the  corporate  ladder  quic 
In  1967,  when  he  was  42,  Ramsey 
came  chief  executive  of  Akzona  Inc. 
$1.1  billion  a-year  company  is  hcadq 
tered  in  Asheville,  N.C.,  a  city  knowr 
its  balmy  climate.  At  a  time  when  n 
men  are  still  struggling  to  reach  a  I 
rung  on  the  ladder,  Ramsey  was  at 
very  top.  He  had  bosses,  to  be  sure, 
they  were  far  away  and  not  incline* 
meddle:  Akzona  is  the  66% -owned  al 
ate  of  Akzo  N.V.,  the  $6  billion-a-; 
Dutch  chemical  and  pharmaceut 
company. 

But  life  is  more  than  clean  air,  c 
mountain  breezes  and  faraway  boa 
Akzona's  chief  product  is  man-madi 
bers.  Not  long  after  Ramsey  took  o 
the  synthetic  fibers  business  collapse 
a  victim  of  massive  worldwide  ove 
pacity.  It  has  been  flat  on  its  back  r 
for  seven  long  years. 

Staying  in,  however,  has  been  ti 
matic.  Fortunately,  Akzona  had  begu 
diversify — into  electrical  cquipmi 
nonfiber  chemicals,  pharmaceuticals 
salt — before  the  crisis  hit.  So  earni 
weren't  entirely  wiped  out.  But  t 
have  been  poor:  Return  on  equity 
averaged  under  4%  for  the  past  six  ye 
and  debt  as  a  portion  of  total  capital 
nearly  doubled  to  44%.  In  1980  the  ci 
pany  earned  a  mere  $4.9  million,  aft 
$5.3  million  loss  on  fibers.  In  the  I 
quarter  of  this  year,  profits  fell  by  ne 
50%.  There  has  been  no  bull  market 
Akzona's  long-suffering  minority  stc 
holders.  Its  shares  now  sell  for  about 
book  value  and  the  dividends  are  lo 
than  a  decade  ago. 

There  may  yet  be  a  happy  ending, 
mand  for  fibers  has  not  picked  up,  R. 
sey  explains,  but  so  many  producers  h 
left  the  business  that  the  survivors  m 
soon  make  money  again.  It  wasn't  e 
to  be  a  survivor.  "We  had  50  years'  e> 
nence,"  Ramsey  says.  "We  didn't  vv 
to  get  out;  we  didn't  know  how  to  get 
if  we  wanted  to." 

Ramsey,  who  considered  going  i 
advertising  before  joining  Akzona,  op 
a  manila  folder  containing  analysts' 
ports,  most  of  them  mildly  optima 
and  a  memo.  It  details  the  state  of 
industry — which  producers  have  left 
business,  which  products  they  have  i 
making,  which  plants  were  closed  d( 
and  which  plants  are  still  operating. " 
picture  is  sobering. 

In  November  1974,  22  companies  vv 
producing  74  fibers;  today  15  compar 
are  producing  51  fibers.  Overall,  capai 
has  changed  little.  But  it  has  decree 
significantly  in  key  products  such  as 
dustnal  polyester  and  rayon  staple.  . 
zona  shut  two  rayon  filament  pla: 
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ying  4,000  people  out  of  work.  Du 
closed  half  its  industrial  polyester 
:ity.  In  January  Monsanto  exited  the 
e  polyester  business.  The  survivors 
hed  easier. 

jply  and  demand,  Ramsey  believes, 
oming  into  balance.  That  means 
s  will  operate  closer  to  capacity 
they  have  for  years,  and  Akzona — 

with  competitors  like  Du  Pont  and 
lese  that  are  still  committed  to  fi- 
-will  make  more  money.  "We  have 

been  able  to  raise  prices  lately," 
Ramsey,  noting,  though,  that  most 
?  today  are  still  lower  than  they 
in  1974. 

2  industry's  crisis  came,  in  fact,  be- 
demand  for  synthetic  fibers  had 
growing  between  15%  and  20%  a 
Ramsey  recalls  that  in  the  Sixties 
arly  Seventies  customers  were  ea- 
buying  everything  that  could  be 
iced  and  prices  were  strong.  That 


nkly  [the  newcomers] 
it  know  what  the  hell  they 
t  doing.  Marketing  fibers 
sophisticated  business, 
sell  not  only  to  your  cus- 
tr  but  to  your  customer's 
omer  and  to  his  customer 
his  customer." 


iraged  outsiders  such  as  Phillips  Pe- 
im  and  Monsanto  to  move  in,  and 
invested  in  big  plants  to  realize 
imies  of  scale. 

any  of  them  didn't  know  what  the 
they  were  doing,"  says  Ramsey, 
keting  fibers  is  sophisticated  busi- 
You  sell  not  only  to  your  customer 
)  your  customer's  customer  and  his 
mer  and  his  customer."  Akzona,  for 
pie,  must  convince  a  textilemaker, 
lurlington  Industries,  to  produce  a 

using  its  fiber.  Then  a  garment- 
r  such  as  Jonathan  Logan  or  Leslie 
nc.  must  want  to  use  the  fabric, 
[ers  must  stock  it  and,  finally,  con- 
rs  must  want  to  buy  the  product, 
nsey  cites  Akzona's  long  success 

Crepeset  nylon,  a  trademarked 
ct  used  in  women's  undergar- 
5.  The  company's  strength,  he  says, 
on  this  marketing  skill  plus  the 
l  parent's  research.  "Our  strategy," 
ins  Ramsey,  "was  to  be  in  areas 
yould  allow  us  to  draw  on  the  tech- 
ical  strength  of  Akzo.  It  does  mas- 
imounts  of  research  and  develop- 
that  produce  a  constant  stream  of 
iroducts." 

1,  if  better  times  are  ahead  for  fi- 
won't  the  cycle  of  overexpansion 
all  over  again?  "Not  for  at  least  four 
z  years,"  says  Ramsey.  "Then,  who 
s?  There  will  be  a  new  generation 
inagers  who  haven't  been  through 
we've  been  through."  ■ 


In  1973  Springs  Mills  bought  into  the  food 
industry.  Now  disappointing  results  are  caus- 
ing it  to  sell  out.  Along  the  way,  the  company 
learned  to  love  its  basic  textile  businesses. 


Frozen  peas 
or  frozen  profits? 


By  Carol  E.  Curtis 


When  Walter  Elisha  joined  Springs 
Mills,  Inc.,  the  South  Carolina-based  tex- 
tilemaker, as  chief  operating  officer  just 
over  a  year  ago,  his  first  job  was  to  evalu- 
ate the  company's  $143  million-a-year 
frozen  food  business.  Seabrook  Foods 
was  Springs'  only  major  diversification 
outside  textiles  and  home  fashions.  The 
company,  which  markets  such  well- 
known  brand  names  as  Brook  Farms, 
Seabrook  Farms  and  Snow  Crop,  ac- 
counts for  close  to  a  fifth  of  its  parent's 
sales.  Since  Seabrook  was  acquired  in 
1973,  however,  Springs  had  plowed  $65 


million  into  the  business,  which  earned  a 
total  of  just  $14.5  million  pretax  over  the 
seven-year  period. 

"We  weren't  bringing  leadership  or  ex- 
pertise to  the  business,"  Elisha,  48, 
states  frankly.  "And  we  overestimated 
the  competence  of  some  people."  That 
was  part  of  the  story,  but  there  was 
more:  When  Springs  bought  Seabrook,  it 
could  hardly  have  foreseen  that  the  Arab 
oil  embargo  was  months  away.  Frozen 
food,  a  huge  energy  consumer,  was  hit 
hard  by  the  quadrupling  of  world  oil 
prices.  Too,  a  large  chunk  of  Seabrook's 
business  was  in  commodity  vegetables,  a 
low-margin  business  in  the  best  of  times. 


Walter  Elisha,  Springs  Mills'  new  chief  executive 

Thawing  out  the  earnings  stream  with  a  selloff  of frozen  foods. 
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Is  management 

the  same 
as  leadership? 

The  short-term  success  of  an 
enterprise  requires  management 
with  sensitivity  to  subtle 
changes  in  the  daily  supply  and 
demand  picture  and  the  ex- 
perience and  ability  to  respond 
quickly. 

The  long-range  success  of  an 
enterprise  depends  on  leader- 
ship with  vision  to  seek  out 
new  opportunities  and  ways  to 
increase  productivity  through 
long-term  investments  and 
commitments. 

If  you  rely  solely  on  leader- 
ship, your  profitability  may  suf- 
fer. If  you  rely  solely  on 
management,  your  productivity 
may  suffer.  Each  needs  the 
other  and  a  successful  business 
needs  both. 


Productivity  is  what  we  sell. 


Wiedemann  Division  managers  inspect  steel 
panels  formed  on  the  new  Wiedematic  P-4 
Panel  Bender.  The  fully  automatic  machine  is 
capable  of  producing  more  than  100  finished 
panels  per  hour  with  as  many  as  seven  bends 
per  side. 


WARNER  &  SWASEY 


A  SUBSIDIARY  OF  THE  BENDIX  CORPORATION 

©1981  THE  WARNER  &  SWASEY  COMPANY         Executive  Offices:  11000 


Cedar  Avenue,  Cleveland,  Ohio  44106 


jg  a  polyester /cotton  fabric  at  a  Springs  Mills  plant 
textile  industry  what  McDonald's  is  to  fast  food. 


lough  Springs'  sales  rose  by  18%  to 
$800  million  last  year,  earnings 
m  $35  million  to  $1 1  million.  The 
:  an  estimated  $21.5  million  loss 
zen  foods,  which  was  moved  into 
iscontinued  operations"  column. 
Apr.  16  the  board  named  Elisha 
xecutive  officer,  and  his  first  order 
iness  was  selling  Seabrook.  In  the 
takes  world  of  corporate  dealmak- 
can  seem  decidedly  pedestrian  to 
that  your  basic  business  is  the 
ne  you  should  be  in.  But  that  is 
Llisha  wants  Springs  to  be  per- 
.  Without  frozen  foods,  he  aims  to 
!  sales  and  more  than  double  earn- 
ithin  four  years — all  from  textiles 
iated  businesses. 

e  1887  Springs  has  been  weaving 
for  use  in  bedclothes  and  cloth- 
lost  of  the  company's  35  plants 
out  vast  quantities  of  the  65% 
ter-35%  cotton  mix  that  is  to  the 
industry  what  a  McDonald's  ham- 
is  to  fast  food.  Springs  ranks  fifth 
in  the  industry  and  has  a  dominant 
t  share  in  its  three  chief  business- 
Iclothes  manufacture,  lightweight 
1  fabric  and  retail  and  specialty 

squeeze  higher  earnings  out  of 
Elisha  plans  to  concentrate  on 
ting  and  technology,  two  areas 
ich  Springs  has  long  excelled.  In 
{ties  Springs  was  the  first  textile 
ny  to  move  from  all-cotton  fab- 
a  polyester-cotton  blend.  The 
?  Polyester  eliminated  ironing, 
since  it  was  made  completely 
petroleum  by-products,  using 
ter  improved  profit  margins  to 
Despite  soaring  oil  prices,  this  is 
■ue  today,  with  polyester  selling 
cents  a  pound,  vs.  95  cents  for 
.  Elisha  is  now  experimenting  with 
Vo  poly-20%  cotton  blend  sheet, 
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which  will  boost  profits  accordingly. 

Beyond  that,  the  emphasis  is  on  effi- 
ciency. "We  may  not  have  the  lowest 
price,  but  we'll  be  the  lowest-cost  pro- 
ducer," says  Elisha.  At  the  moment, 
some  of  Springs'  plants  are  running  flat- 
out,  seven  days  a  week,  24  hours  a  day. 
Springs  was  the  first  U.S.  company  to 
use  superefficient  Swiss-made  air-jet 
looms,  which  virtually  eliminate  fabric 
seconds.  Now  Springs  is  experimenting 
with  laser  beams  for  inspecting  cloth. 
"They  don't  get  tired  and  they  don't  go 
on  coffee  breaks,"  says  Corporate  Vice 
President  f.  Marshall  Doswell. 

Attention  to  such  fundamental — if 
unglamorous — details  is  bringing  Springs 
new  respect  on  Wall  Street.  Though  its 
first  quarter  was  off  slightly,  profits  for 
the  balance  of  the  year  should  be  up 
modestly  from  last  year's  $3.64  per 
share,  with  the  real  gains  coming  next 
year.  Edward  Johnson,  who  follows 
Springs  for  Prescott,  Ball  &  Turben,  sees 
1982  per-share  earnings  soaring  by  50% 
over  estimates  for  1981,  to  $6.  Such  esti- 
mates have  pushed  the  company's  stock, 
which  never  traded  above  19  last  year,  to 
a  recent  high  of  26. 

Elisha,  meanwhile,  expects  to  realize 
perhaps  $80  million  in  cash  from  the 
eventual  sale  of  Seabrook.  With  part  of 
that  nest  egg,  he  would  like  to  buy  an- 
other closely  related  company,  but  a  firm 
in  home  fashions  rather  than  apparel.  He 
feels  the  market  for  bedroom  and  bath- 
room fabrics  will  pick  up  with  housing 
demand. 

But  Elisha  is  in  no  hurry.  "I'd  rather 
talk  to  people  the  company  used  to  do 
business  with  and  find  out  why  they're 
no  longer  customers,"  he  says,  adding: 
"When  half  of  senior  management  is  fo- 
cusing on  making  deals,  who  has  time  to 
worry  about  whether  the  customer  is 
satisfied?"  ■ 


LAPHROAIG 


ISLAY  MALT  SCOTCH  WHISKY 


YEARS 


10 


OLD 


Laphroaig,  pronounced 
"La  Froyg,"  is  a  single  malt  Scotch 

whisky  from  the  remote 
island  of  Islay  in  the  wind-swept 
Western  Isles  of  Scotland. 
This  Scotch  whisky 
has  an  exceptionally  rich  and 

smoky  flavor  that  makes 
it  particularly  suited  for  after 

dinner  or  late  evening 
enjoyment.  Laphroaig  is  best 
savored  neat  or  with 
a  little  cool  water. 


90  Proof  Imported  by  Julius  Wile  Sons  &  Co., 
Lake  Success,  NY 
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Intellectics,  a  contrarian  coivsulting  firm, 
doesn't  think  that  outsiders  should  tackle  a 
company's  internal  problems.  Instead,  it  gets 
solutions  from  employees. 


The  corporate 
truth  squad 


Stewart  believes,  badgers  and  manipu- 
lates employees  with  questionnaires, 
focus  group  interviews  and  motiva- 
tional techniques  until  they  subscribe 
to  the  preconceived  notions  of  either 
their  bosses  or  the  consultants.  Worse, 
this  often  goes  on  in  an  atmosphere 
where  employees  feel  that  their  jobs 
are  endangered.  This  kind  of  consult- 
ing does  nothing  to  open  up  internal 
communication  and  discourages  em- 
ployees from  speaking  their  minds. 

Intellectics,  which  includes  New  Jer- 
sey Bell  and  St.  Regis  Paper  among  its 
clients,  does  things  differently.  Using  ev- 
erything from  paper  shredders  to  secret 
ballots,  Stewart  and  his  associates  put 
employees  in  a  protected  environment 
and  challenge  them  to  solve  their  com- 
pany's problems.  At  Intellectics'  ses- 
sions, away  from  the  office,  staffers  can 


By  Steven  Flax 


Peter  Minnock-Stewart  is  a  con- 
sultant— but  hardly  a  conventional 
one.  He  thinks  that  hiring  outside 
professionals  to  recommend  corporate 
changes  is  rubbish.  Says  Stewart,  "The 
person  who  puts  on  the  right  rear  bump- 
er bolt  on  an  automobile  assembly  line 
knows  more  about  that  than  all  the  con- 
sultants on  earth."  Instead,  Intellectics, 
Stewart's  four-year-old  Hackettstown, 
N. J. -based  firm,  tries  to  help  companies 
solve  their  own  problems  with  their  own 
people.  "Organizations  typically  inven- 
tory brainpower  instead  of  putting  it  to 
use,"  he  explains. 

Intellectics'  guiding  principle  is  that 
the  people  within  an  organization 
know  the  most  about  how  to  make  it 
run   better.   Conventional  consulting, 


Peter  Minnock-Stewart  (standing  at  left )  leading  an  Intellectics  session 
Brains  are  token  assets — not  real  assets— in  most  organizations. 


be  outspoken,  knowing  that  the  rfl 
Intellectics  later  submits  will  be 
honest  and  anonymous. 

Unlike  some  of  its  competition,  E 
lectics  doesn't  try  to  psychoanalyz 
subjects  or  to  treat  them  in  a  clii 
way.  There  is  no  behavior  modifier 
or  role  negotiation  with  superiors 
stead,  Stewart,  a  bluff,  engaging  I 
man,  encourages  employees  to  offer 
gestions  and  criticisms.  Then  he 
sophisticated  statistical  techniques 
allow  staffers  to  evaluate  their  own  ii 
"A  given  company's  work  force  is  a 
of  intellectual  power,"  says  Stewa 
57-year-old  former  military  intellig 
officer  who  founded  Intellectics  af 
20-year  career  in  advertising,  whic! 
eluded  N.W.  Ayer  and  B.B.D.O. 
not  avail  ourselves  of  their  capacitie 
All  this  seems  sensible  enough.  I- 
ever,  such  candor  can  threaten  insc 
managements.  Result:  The  corpora' 
that  come  to  Intellectics  for  help, 
Stewart,  "are  either  healthy  enou£ 
withstand  such  self-examination 
sick  that  they  can  no  longer  avoic 
cure."  One  client  is  Merck  &.  Co 
emphatically  healthy  company  w 
according  to  one  executive,  "peopl 
less  and  less  reluctant  to  sign 
names  to  nasty  letters."  Merck  rect 
chose  Intellectics  to  find  out  fror 
managers  how  to  improve  salary  anc 
formance  evaluation  policies. 

"We  wanted  to  pay  for  perform 
more  effectively,"  says  Walter  R. 
sin,  Merck's  vice  president  for  hi; 
resources,  "and  we  thought  that  the 
way  to  get  employees  to  under* 
personnel  policies  was  to  enlist 
help  in  formulating  them."  Some  o 
findings  were  predict 
There  was  a  call  for  a  cos 
living  adjustment  for  man 
making  over  $40,000  a  yea: 
the  test  group).  But  the  ses: 
also  produced  self-criticisr 
garding  the  way  particij 
conducted  personnel  ev 
tions — too  subjective.  As 
suit,  Merck's  top  humar 
sources  people  realize  that 
scientious  handling  of  polii 
supervisors  is  more  impo 
than  rewriting  policy  man 
Merck  is  now  committe 
training  its  supervisors 
better  in  important  mr 
like  personnel  evaluation, 
slighted  by  busy  executive 
That  training,  of  course, 
make  Merck's  compens. 
programs  that  much  more  ■ 
tive.  But  is  such  highly  re 
and  painstaking  intervie 
worth  the  $50,000  minii 
fee  that  Intellectics  norr 
charges?  Let  him  who  has  i 
hesitated  to  speak  his  mil 
his  boss  cast  the  first  stone 


118 


FORBES,  MAY  2: 


Special  Advertising  Supplement 


new  decade  of  growth 


r  Perman 

tant  Editor,  Sunday  Standard 

For  a  country  which  has  been  forced 
apt  to  change  from  the  beginning 
history,  the  1980's  promise  what 
!  are  calling  the  beginning  of 
omic  wealth  for  Scotland.  The  Scots 
oted  for  being  hardworking  (some 
d  say  they  are  workaholics), 
stent  (some  would  say  stubborn), 
ul  with  money  (all  those  old  jokes 
a  basis  in  truth).  They  are  going  to 
all  their  traditional  virtues,  as  well 
the  new  technological  skills  they 
acquired  over  the  past  decades 
loping  a  thriving  electronics  industry. 
Before  the  end  of  this  year,  Britain 
each  oil  self-sufficiency  and  Scotland, 
e  the  oil  comes  ashore,  will  start 
ap  the  monetary  benefits  which 
iccrue  from  new  investment 
irtunities,  new  companies,  new 
and  new  skills  which  are  needed  to 
ce  this  industry.  About  60,000  Scots 
lready  employed  directly  in  the  oil 
stry,  or  in  the  services  which  are 
ed  onshore.  Those  numbers  will 
>le  by  the  nineties. 
Scotland  has  been  an  industrialized 
try  since  the  Industrial  Revolution. 
Scottish  workers  who  once  mined 
and  forged  steel  and  built  ships  have 
?  a  smooth  transition  to  the  Techno- 
al  Age,  and  are  now  working  in 
ronics,  precision  engineering  and 
licals  and  petrochemicals.  Former 
miners  have  been  retrained  as 
ers.  Steelworkers  make  pharma- 


North  Sea  oil  assures  energy  supplies  into  the  next  century 


ceutical  drugs.  Greenock  on  the  Clyde,  for 
example,  was  known  for  a  hundred  years 
for  its  shipbuilding.  Today,  more  people 
work  in  the  electronics  industry  than  in 
the  declining  shipbuilding  industry — 
assembling  microcircuits  for  National 
Semiconductor,  or  data  terminals  for  IBM. 

Investment  in  Scotland 

As  a  trading  nation,  Scotland  exports 
proportionately  more  than  Britain  as  a 
whole — around  43  percent  to  the  rest 
of  the  U.K.,  and  a  further  23  percent 
to  the  rest  of  the  world.  Since  the  U.K.  is 
a  member  of  the  European  Economic 
Community,  Scotland  is  also  an  attractive 
place  from  which  American  companies 
can  do  business  with  the  Community 
more  profitably  than  they  could  from  their 
home  base. 

Ownership  of  Scottish  companies 
is  by  no  means  a  domestic  affair.  Com- 
panies like  the  Distillers  Company, 
Burmah  Oil,  Coats  Patons  and  the  Weir 
Group,  are  registered  and  owned  in 
Scotland,  but  a  large  proportion  are 
controlled  either  from  London  or 
overseas.  The  London-controlled  group 
include  Ferranti,  BL  Vehicles,  GEC-Mar- 
coni  and  John  Brown  Engineering;  the 
overseas-controlled  ones  include  General 
Motors,  IBM,  National  Semiconductor, 
Motorola,  Cummins  Engines,  Brown  and 
Root,  Polaroid,  Hoover,  Talbot,  Michelin, 
Hoffman-La  Roche,  Mitsubishi  and 
Nippon  Electric  Company. 

Companies  from  abroad  have  been 
investing  in  Scotland  since  the  end  of  the 
last  century,  but  since  World  War  II,  the 


British  Government  has  consciously 
encouraged  foreign  firms,  particularly 
from  the  United  States.  There  are  260 
overseas-based  companies  doing  business 
in  Scotland.  Thirty  of  those  companies 
are  U.S.  electronics  companies  of  which 
eight  out  of  ten  are  currently  undergoing 
expansions.  In  electronics  alone,  new 
development  and  expansions  by  overseas 
companies  are  running  at  around  $400 
million.  Scotland  now  has  the  second 
highest  investment  per  capita  from 
overseas: 

U.S.  Manufacturing  Investment 
($  per  capita — 1977) 

Eire  277 

Scotland  248 

Belgium/Luxem.  245 

U.K.  159 

Netherlands  145 

West  Germany  114 

France  78 

Italy  35 

Denmark  28 

Overseas  companies  are  attractive  to 
Scotland,  not  only  because  they  provide 
much-needed  jobs,  but  they  tend  to  invest 
more  heavily  than  U.K.  firms,  they  export 
more,  they  achieve  higher  rates  of  pro- 
ductivity and  they  are  more  profitable. 
A  relatively  high  proportion  of  the  na- 
tional income  is  reinvested  in  capital 
improvements. 

Energy 

Oil  from  the  North  Sea  will  bring 
Britain  self-sufficiency  by  the  end  of  this 


Don't  knock  the  title. . . 
until  you've  read  the  book 


The  Top  Country  is  the 
Highlands  and  Islands  of 
Scotland-one  sixth  of  the 
landmass  of  the  British  Isles. 
The  Top  Country  is  also  the 
name  we  have  earned  from 
investors  and  developers  who 
have  set  up  operations  in  our 
area. 

Our  booklet  (same  name 
again!)  details  the  help  the 
Highlands  and  Islands  Develop- 
ment Board  can  give  to 
incoming  manufacturing 
industry. 

It  provides  hard  facts:  and 
includes  a  collection  of  success 
stories  from  people  who  are 
already  established  here.  We 
have  helped  them  with  finance 
-grants,  low  interest  loans  and 
(by  agreement)  minority  share- 
holdings; with  the  latest  in 
factory  accommodation,  grant- 
aided  or  on  low-cost  leases;  and 
with  all-round  support  and 
advice. 


"My  business  is  finding  faults,  but  I  couldn 't 
find  fault  with  The  Top  Country  ".  Dan  Knox. 


Develop  in  the  Highlands  and  Islands  ofScotknd. 


We  can  finance  up  to 
70%  of  your  total  project  cost 
and  help  you  find  loyal  trainable 
labour. 

Your  business  can  be 
anything  from  electronics,  or 
other  light  industry  serving  the 
huge  European  market,  to  oil 
or  petrochemicals.  We  set  no 
curbs  on  good  ideas-nor  are 
we  slow  to  recognise  them. 

Dan  Knox,  one  of  a 
number  of  American  friends 
we  have  made  over  the  years, 
discovered  the  Top  Country  in 
1974. 

Dan  Knox  was  Vice- 
President  of  the  Vu-Data 
Corporation  of  San  Diego  in 
the  early  seventies  and  was 
interested  in  setting  up  a  plant 
to  service  EEC  and  Middle  East 
markets.  Now  operating  under 
the  name  Datascan,  Dan 
manufactures  oscilloscopes 
and  electronic  games  in 
Inverness  and  enjoys  the  EEC 


preferential  tariff  system.  As  he 
says,  he  got  other  benefits  as 
well. 

"The  Highlands  and 
Islands  Development  Board 
helped  to  finance  the  project 
with  a  substantial  grant.  They 
also  provided  a  long-term  loan 
towards  the  cost  of  the  new 
plant  and  arranged  for 
temporary  premises  while  it 
was  being  built.  They  came  up 
with  useful  advice  on  markets, 
finance,  labour  and  ancillary 
services,  plus  direct  support  in 
product  displays  at  trade 
exhibitions". 

U.S.  companies 

The  Highlands  and 
Islands  of  Scotland  continue  to  \ 
enjoy  oil  and  gas  related 
economic  development.  Multi- 
national US  companies,  such  as 
Brown  &  Root  and  J.  Ray 
McDemiott,  are  firmly 
established  in  the  area  and 
now  have  two  of  the  largest 
offshore  platform  fabrication 
yards  in  Europe.  There  is  a  lot 
of  activity  in  the  Top  Country- 
it  continues  to  grow,  but  there 
is  still  ample  room  for  top 
people  to  take  advantage  of  our 
help. 

Start  by  contacting  us  for 
a  copy  of  "The  Top  Country" 
and  we  will  mail  it  to  you  by 
return.  Or,  better  still,  ask  for  a 
meeting  with  one  of  our 
representatives  who  make 
regular  visits  to  the 
United  States.  Write  to: 


Keith  Farquharson,  Director  of  Industrial  Development  and  Marketing,  Highlands 
Bridge  House, 27  Bank  Street,  INVERNESS  IV1 1QR,  Scotland,  UK.  Tel 


and  Islands  Development  Board, 
(0463)  34171.  TELEX  75267 


ice  place  to  do  business. 

r  and  although  Britain  is  unlikely  to 
i  major  exporter  of  high  quality  crude 
much  of  the  output  is  already  ex- 
ted  so  as  to  ensure  a  balance  of 
erent  types  of  crude  oils  for  U.K. 
leries.  Energy  supplies  are  assured 
i  the  next  century. 
The  U.K.  government  benefits  via 
•s  and  royalties,  but  the  new  oil  wealth 
s  not  mean  cheap  energy.  Successive 
■ernments  have  taken  the  view  that 
North  Sea  oil  must  be  sold  at  the  pre- 
ing  world  market  price.  While  this  is 
;suring  to  the  oil  industry,  Scottish 
jstry  will  need  to  increase  productivity 
?main  insulated  from  the  effects  of 
lg  energy  costs. 

Scotland  has  large  reserves  of  other 
ns  of  energy.  It  is  a  major  producer 
3al,  most  of  which  is  used  in  power 
ions.  Natural  gas,  from  North  Sea 
Is,  is  piped  through  a  national  grid 

a  new  gas-gathering  pipeline  will 
rtly  begin  construction.  Electricity  is 
Aded  by  two  State-owned  boards, 
ough  some  large  industrial  concerns 
ntain  their  own.  Scotland  is,  in  fact, 
exporter  of  electricity  to  England  and 
es.  There  are  three  commercial 
lear  power  stations. 

ochemicals 

The  North  Sea  has  also  provided 
■  opportunities  in  petrochemicals.  In 
ition  to  their  use  as  fuel,  oil  and  gas 
/ide  the  basic  feedstocks  for  a  wide 
;e  of  processes.  A  partnership 
veen  Royal  Dutch  Shell  and  Esso, 
3w  building  a  billion  dollar  gas 
iration  and  processing  plant  near 
iburgh,  to  produce  butane  and 
?ane  for  export  —  mainly  to  the  U.S. 
id  ethane,  which  will  be  cracked  on 
to  produce  ethylene,  the  basis  for 
ly  plastics. 

Dow  Chemicals  is  now  bidding  to 
struct  a  facility  on  the  Cromarty 
i,  and  Occidental  Oil,  which  already 
a  crude  shipment  terminal  in  the 
ney  Islands,  plans  a  similar  plant 
art  of  its  $1.5  billion  investment 


program  in  Scotland.  Conoco,  which 
is  also  a  strong  presence  in  the  North 
Sea,  has  announced  a  plan  to  build  an 
ethylene  plant. 

The  twentieth  century  has  been  one 
of  change  for  most  parts  of  the  world 
and  many  nations  have  been  unequal 
to  the  challenge.  Scotland  is  a  country 
where  the  national  character  has  proved 
an  invaluable  natural  resource.  Many  of 
today's  forebears  earned  an  independent 
place  for  themselves  in  the  world 
outside  Scotland.  As  it  approaches  the 
21st  century,  Scotland  is  making  its  mark 
in  the  world  from  its  own  shores. 

Tourism 

Few  countries  can  soften  bustling 
industrial  activity  with  such  spectacular, 
tranquil  countryside.  Scotland  is  a  small 
country  in  size  but  big  in  the  quality  of 
life.  Whether  one's  idea  of  Heaven  is 
standing  for  hours  thigh  deep  in  the 
slow  running  waters  of  a  salmon  stream 
with  only  birds  for  company,  or  walking 
one  of  the  over  400  major  golf  courses 


before  a  drink  in  the  local  pub,  most 
likely  a  locally-distilled  whisky,  civili- 
zation to  a  Scot  means  getting  out  in  the 
glorious  countryside  and  enjoying  the 
natural  beauty  and  space  for  which  this 
country  has  always  been  renowned. 
Skiing  at  Aviemore  has  thrived  since 
the  60's  and  expansion  plans  are  now 
underway,  providing  for  extended 
facilities  and  hotels  and  time-sharing 
apartments.  In  the  recreational  boating 
business,  sailing  and  power  boats  are 
offered  for  charter. 

The  $1.5  billion  tourism  industry 
now  employs  over  110,000  people.  In 
1981  which  has  been  designated  the 
Year  of  the  Scot,  special  activities  will 
culminate  in  a  spectacular  International 
Gathering  in  Edinburgh. 

The  Government  offers  a  number  of 
incentives  to  develop  tourism.  Grants 
of  up  to  30  percent  are  available  for 
improvements  to  small  hotels  and  the 
Scottish  Development  Agency  spent  $5 
million  clearing,  restoring  and  replanting 
a  site  north  of  Oban  for  a  holiday  village 
and  marina.  The  government  is  also 
assisting  Commonwealth  Holiday  Inns 
of  Canada  with  a  $25  million  hotel  in 
Glasgow,  due  to  open  in  1982. 

THE  AMERICAN 
INVESTMENT  IN 
SCOTLAND 

Despite  their  considerable  financial 
clout,  their  power  in  the  world,  and  the 
program  of  investment  and  construction 
they  conducted  in  Britain  south  of  Ha- 
drian's Wall,  the  Romans  left  no  appre- 
ciable mark  on  Scotland.  It  has  been  a 
different  story  for  the  Americans.  Invest- 
ment by  U.S.  companies  in  Scotland  in 
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the  past  century  now  tops  $4  billion,  and 
over  200  companies  have  established 
operations  there. 

Since  World  War  II,  American  com- 
panies have  made  a  vital  contribution 
to  Scotland's  industrial  modernization, 
now  providing  employment  to  almost 
16%  of  the  workforce — largely  in  high 
technology  industries.  U.S.  firms  export 
49%  of  their  output,  and  account  for  a 
third  of  Scotland's  total  exports.  They 
also  tend  to  show  a  better  growth  rate 
than  the  average  Scottish  firm. 

Most  of  these  companies,  since 
the  1950's,  have  been  in  science  and 
technology  growth  markets  such 
as  electronics,  plastics,  and  phar- 
maceuticals, and  since  1970  with  the 
discovery  of  North  Sea  oil,  in  oil 
and  gas  related  industries. 

Typical  of  the  kind  of  company 
which  chooses  Scotland  is  Baker  Oil 
Tools,  which  services  the  oil  industry. 
They  started  manufacturing  in  Scotland 
in  1973,  and  since  then  have  expanded 
their  facilities  three  times.  "We  came  to 
Scotland  not  so  much  to  get  into  North 
Sea  oil  as  to  make  use  of  local  skills," 
comments  Ted  Lembcke,  Director  of 
Manufacturing  in  Houston.  The  Cum- 
mins Engine  Company,  of  Columbus, 
Indiana,  which  manufactures  diesel  en- 
gines, has  been  in  Scotland  for  22  years, 
and  90%  of  its  workforce  has  undergone 
special  training  since  quality  control  is 
vital  to  the  company. 

Digital  is  expanding  in  Scotland, 
five  years  after  it  first  set  up  operations 
there.  And  Hewlett-Packard,  which  has 
been  in  the  country  for  fifteen  years,  has 
700  people  designing  and  manufacturing 
test  instruments  for  the  communications 
field. 

During  the  last  18  months,  overseas 
companies  have  announced  some  $400 
million  either  in  expansions  or  the  estab- 
lishment of  operations  in  Scotland. 
Apart  from  the  ones  noted,  these  in- 
clude Levi  Stauss,  which  expects  to  cre- 
ate some  2000  jobs  over  the  next  five 
years,  and  National  Semiconductor, 
which  promises  1300  jobs  in  the  same 
period. 

Recently,  the  Nippon  Electric  Com- 
pany has  decided  to  bring  the  assembly 
of  advanced  LSI  circuits  and  wafer  fab- 
rication to  a  new  $100  million  plant 
which  will  be  in  operation  by  1982.  This 
is  the  fourth  major  Japanese  company  to 
pick  Scotland,  and  its  progress  will  be 
closely  monitored  by  the  neighboring 
U.S.  companies,  ever  mindful  of  the 
competition. 

Electronics  in  Scotland's  Silicon  Valley 

Because  Scotland  now  has  the 
largest  concentration  of  electronics  com- 
panies outside  the  U.S,  many  opportuni- 
ties exist  not  only  for  more  of  these  com- 
panies, but  for  the  companies  which 


will  service  them:  printed  circuit  board 
manufacturers,  suppliers  of  process 
equipment  and  precision  plastic  mold- 
ings, chemical  and  plastics  processors, 
metal  and  piece  parts  fabricators  and 
suppliers,  as  well,  of  course,  as  software 
producers. 

A  lot  of  small  businesses  have  been 
spawned  from  the  U.S.  giants — start- 
ed either  by  former  employees,  or  by 
enterprising  Scots  who  saw  a  lucrative 
market  opportunity.  Prestwick  Circuits, 
which  was  established  ten  years  ago, 
now  sells  more  than  $12.5  million  in  the 
U.K.  and  continental  Europe.  In  the 
kind  of  switch  dear  to  Americans,  the 
company  has  recently  taken  over  a 
printed  circuit  board  manufacturer 
in  Dallas. 

The  industry,  which  is  estimated 
at  $750  million,  is  broken  down  as  45 
percent  in  data  processing,  28  percent  in 
industrial  and  commercial  applications, 
13  percent  in  semi-conductors,  and  12 
percent  in  components.  The  remaining 
2  percent  is  split  among  consumer  and 
communications  applications. 

Opportunities  for  U.S.  companies 
to  invest  in  Scotland  in  the  burgeoning 
electronics  market  are  many.  Most  lucra- 
tive areas  are  seen  as  data  processing, 
word  processing  and  industrial  controls. 
These  are  followed  by  copying,  test  and 
measuring  instrumentation,  microwave 
technology,  integrated  circuits  and 
optoelectronic  devices.  A  significant 
market  also  exists  in  medical  technology 
and  devices. 

The  Workforce 

For  a  country  which  since  the  In- 
dustrial Revolution  has  been  known  for 
its  engineering  tradition,  the  workforce 
has  adapted  remarkably  to  the  precision 


Industry  and  Wolfson  Institute  cooperate  or 

research. 


skills  needed  to  assemble  electronic  cor 
ponents.  It  has,  thus,  been  a  happy  tra 
sition  to  the  electronic  age.  Talk  of  the 
workforce  invariably  includes  reference 
to  labor  relations,  to  strikes,  to  the 
alleged  industrial  disputes.  One  of  the 
facts  which  Scotland  has  had  a  hard  tin 
communicating  to  the  rest  of  the  world 
is  that  Scottish  workers  are  highly  ratec 
particularly  by  the  U.S.  companies  in 
Scotland. 

According  to  a  report  by  PA  Man- 
agement Consultants,  none  of  almost  a 
hundred  companies  interviewed  had  e: 
perienced  any  strike  activity  since  Janu 
ary  1978  and  93  percent  had  been  com- 
pletely strike-free  for  the  previous  five 
years.  An  equal  percentage  were  un- 
affected or  only  moderately  affected  by 
strikes.  The  average  work  loss  through 
industrial  disputes  was  less  than  one 
day  per  worker  per  year,  and  more  tha 
half  the  companies  in  Scotland  reportet 
high  productivity,  which  puts  Scotland 
in  the  top  twenty  five  percent  of  inter- 
national statistics.  Over  two-thirds  of 
American-owned  companies  are  union 
ized,  and  86  percent  consider  the  pre- 
sence of  unions  no  detriment  to  their 


SCOTLAND  puts  a  new  cast  on 
your  meetings  and  incentive  programs. 


For  business,  for  pleasure,  for  combining  the  two, 
insider  Scotland,  It  turns  your  business  conference 
incentive  trip  into  something  special,  with  spectacular 
ilf,  salmon  and  trout  fishing,  and  glorious  scenery 
ancient  romantic  castles  and  I  leathered  hillsides, 
adition  itself  echoes  across  the  rugged  Scottish  Highlands 
d  [slands. 

You  can  fly  nonstop  from  the  U.S.  to  Scotland's 
estfl  ick  Airport,  serving  Glasgow  and  Edinburgh,  two 
eat  gatew  ays  to  the  Highlands,  and  great  locations  for 
ur  meeting.  Both  offer  the  facilities,  the  hotels,  the 
indards  of  service  available  only  from  truly  international 
:ies.  And  both  offer  world-noted  museums,  galleries, 
opping,  dining,  and  genuine  hospitality. 

Please  send  for  these  free  brochures  and  catalogues, 
r  a  fuller  look  at  what  Scotland  can  do  for  your  business 
id  V     vacation.  m>*m  mrm*  mwmmjMk  aa  m  ^tgg(^ 


British  Tourist  Authority,  RO.  Box  3H82,  hi-fo-52! 
Grand  Central  Station,  New  York,  N.Y  10017 

□  Please  send  me  your  free  brochures  to  help  me  plan  my  business 
meeting/incentive  program  in  Scotland. 

□  Please  send  me  your  free  brochures  to  help  me  plan  my  Scottish 
vacation. 
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Address 
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Zip. 


operations.  Few  of  the  electronic  com- 
panies have  union  operations,  however. 

Education  and  Training 

In  order  to  adapt  to  the  fast-chang- 
ing, technological  and  industrial  world, 
countries  must  see  to  it  that  their  future 
generations  not  only  receive  a  good  basic 
education,  but  that  facilities  exist  to  train 
them  to  get  jobs,  and,  later,  to  gain  skills 
which  are  attractive  to  the  industries 
which  supply  the  economic  base. 

The  Scots  hn\  e  been  known  histor- 


North  Sea  opportunities  for  U.S.  oil  and  gas  supply  companies. 


A  lot  of  people  make  it  in 
STRATHCLYDE 


Strathclyde  is  not  only  Scotland's 
biggest  region  but  the  location  of  one  of 
the  widest  ranges  of  international 
companies  in  Europe. 

The  range  of  industries  is  vast.  The 
degrees  of  success  they  have  achieved, 
immense. 

Electronics,  plastics,  chemicals, 
pharmaceuticals,  construction  equipment 
-  they've  all  made  a  great  success  in 
Strathclyde. 

Some  of  the  reasons  are  obvious. 
Strathclyde  is  ideally  placed  as  a  market 
base  for  Europe  and  beyond.  There's 
abundant  energy  available,  and  a  large 
pool  of  skilled  adaptable  labor.  These  are 
less  tangible  reasons  for  commercial 


success  in  Strathclyde  but  they  reflect 
how  the  general  environment  of  the 
region  is  illustrated  in  the  success  ot  so 
many  differing  enterprises,  and 
Strathclyde's  Special  Development  Area 
status  entitles  industry  to  maximum  UK 
government  assistance.  Both  financially 
and  in  terms  of  sites  and  factories. 

Find  out  how  you  could  make  it  in 
Strathclyde  too.  Write,  stating  the  general 
areas  which  interest  you,  and  we'll  send 
you  a  specially  prepared  report  on  how 
your  area  of        '  _ 

activity  can  At    (  Strathclyde 

into  Strathclyde.  iL   J  Regjonal 

^—J  Council 


Write  to:  Strathclyde  Regional  Council  Industrial  Development  Unit, 
Dept.  IF5,  21  Both  well  Street,  Glasgow  G2  6NJ,  Scotland. 
Or  telephone  01144-41-221  4296.  Telex  777237  Ans  Back  SRC  V. 


ically  for  their  intelligence,  skill  and 
invention.  This  enviable  reputation  is 
largely  due  to  the  fact  that  Scotland  pr 
duces  proportionately  more  graduates 
than  any  other  European  country.  The 
are  eight  universities  which  graduate 
8,000  students  a  year,  nearly  half  of 
them  with  degrees  in  science  and  elec- 
tronics or  engineering  subjects;  and 
there  are  55  technical  and  further  educ 
tion  colleges  offering  full  and  part-time 
courses  related  to  the  electronics  indus 
try.  New  chairs  in  microelectronics  ha' 
been  established  at  Dundee  and  Edin- 
burgh universities.  There  is  a  prolifera 
tion  of  courses  available  both  at  college 
and  in  the  workplace,  and  a  governme 
grant  plan  enables  high  technology  fin 
to  recover  up  to  80  percent  of  the  cost 
these. 

To  Americans,  the  interface  betwe 
industry  and  academia  is  of  great  bene 
fit.  Scottish  educational  institutions  ha 
taken  a  lead  by  establishing  courses 
which  are  relevant  to  the  requirements 
of  industry,  and  they  have  set  up 
research  and  development  facilities 
which  cooperate,  in  particular,  with 
the  electronics  industry. 


Oil:  The  New  Sheiks 

The  oil  dollars  now  available  to  the 
canny  Scot  will  not  be  spent  on  Cadilla 
and  gold  watches.  The  money  is  being 
ploughed  back  into  building  support  fc 
an  industry  which  could  double  by  the 
1990's.  Spending  for  recovery  of  oil  fro 
the  North  Sea  could  reach  $144  billion  i 
the  next  few  years  and  the  offshore  oil 
industry  in  Scotland  will  soon  account 
for  half  the  world's  total  investment. 
So  far  it  has  created  some  60,000  jobs 
for  Scotland,  now  Europe's  most  active 
center  for  offshore  technology. 

The  recently-announced  govern- 
ment plans  for  a  gigantic  gas-gathering 
pipeline  which  will  run  up  the  North  S 
with  a  spur  to  East  Scotland  is  expectet 
to  cost  $2.6  billion  to  construct.  Apart 
from  the  construction  supply  opportun 
ties,  it  is  estimated  that  $10-15  billion 
of  business  will  accrue  onshore  once 
it  is  built. 


/  Business  Opportunities 

A  Scottish  chemist,  Dr.  James 
ng,  known  as  "Paraffin  Young" 
iuse  of  his  success  with  lamp  oil, 
msidered  the  father  of  the  modern 
idustry,  having  developed  the  prin- 
?s  of  refining  oil  in  the  1850's.  His 
patriots,  alongside  the  overseas  in- 
ors,  are  now  developing  the  technol- 
needed  to  bring  the  oil  ashore.  The 
very  factor  of  North  Sea  oil  fields  is 
ercent,  which  is  high  by  world  stan- 
ls,  but  this  still  means  that  some  18 
)n  barrels  will  be  unrecovered  unless 
techniques  are  developed.  The  in- 
:ry  offers  unprecedented  business 
artunities.  An  example  is  the  shor- 
of  rigs  of  all  types  and  all  the  sup- 
services  and  facilities  which  will  be 
led  within  the  next  few  years. 
U.S.  companies  currently  in  Scot- 
include  J.  Ray  McDermott  from 
/  Orleans,  Kerr-McGee  International 
Zo.,  and  its  drilling  subsidiary, 
isworld  Drilling,  Halliburton  Inc., 
■imings,  Baker  Tools  and  Gray  Oil 
s.  Unlike  their  counterparts  in  the 
:ronics  industries,  the  U.S.  compa- 
in  the  oil-related  industries  came  to 
land  because  of  the  product.  Once 
e,  they  have  benefitted  from  the 
r  advantages  that  Scotland  was  able 
:fer — attractive  financial  incentives, 


Scottish  workers  are  among  Europe's  most  highly  skilled. 


the  skilled  labor  force,  the  pragmatic 
relationship  between  government  and 
environmental  group  concerns  and  the 
lack  of  industrial  disputes. 


European  Economic  Community 

Scotland,  as  part  of  the  United 
Kingdom,  offers  the  benefits  of  mem- 
bership in  the  Community  which  now 


represents  a  market  of  260  million  peo- 
ple— bigger  than  the  United  States. 

As  the  Community  progresses, 
trade  and  economic  links  will  be 
strengthened  between  the  partners, 
probably  on  occasion  to  the  detriment 
of  other  trading  blocs.  For  an  American 
company,  therefore,  there  will  still  be  a 
powerful  economic  incentive  to  establish 
operations  in  the  Community  in  order  to 


When  wagon  trains  were  moving  westwards 
Scotland  already  had  a  pioneering  bank. 


We've  never  needed  to  take 
the  lead  from  others.  We 
pioneered  banking  in  1695, 
when  Scotland  was  still  an 
independent  nation. 

In  1981  we  are  Scotland's  oil 
bank  playing  a  leading  role  in 
developing  the  North  Sea. 

We  are  also  making  our 
mark  around  the  world.  With 
offices  in  far  away  places  like 
Moscow  and  Hong  Kong  and 
as  close  to  your  home  as  New 
York,  Houston  and  Los  Angeles. 


If  you  could  do  with  a  bank  that  can  give 
you  a  lead,  the  Bank  of  Scotland  is  the 
one  to  follow. 

Contact  Brian  Lambert 
Senior  Vice  President  &  General  Manage 
Bank  of  Scotland 
380  Madison  Ave 
New  York 
New  York  10017 


take  advantage  of  the  preference  given 
to  members.  In  addition  to  the  obvious 
cost  advantages  in  the  transportation 
of  goods  and  the  lower  cost  of  labor, 
there  are  no  tariffs  imposed  on  member 
nations  (outsiders  currently  incur  a 
7%  levy). 

Scotland  exports  more  per  capita 
than  any  other  area  of  the  U.K.,  and 
American  companies  export  about  half 
of  their  production  to  the  rest  of  Europe. 
Scotland  also  affords  easy  access  to  the 
markets  of  Africa,  the  Middle  East  and 
Eastern  Europe. 


FINANCIAL 
INCENTIVES 

Of  all  the  considerations  which  go 
into  choosing  one  area  over  another,  the 
"bottom  line"  is  perhaps  the  most  criti- 
cal. Enticed  by  the  lures  of  zero  corpora- 
tion tax,  offshore  banking  facilities' and  a 
myriad  incentive  programs,  an  American 
company  can  expect  a  good  deal  when 
making  an  investment  overseas. 

Most  overseas  firms  now  look  at  the 
real  bottom  line  advantages  which  in- 
clude factors  such  as  productivity,  the 


WORK  IN  THE  FUTURE 


RELAX  IN  THE  PAST. 


There  are  two  Edinburghs. 

One  is  a  major  centre  of  advanced  technology  and 
modern  commerce,  backed  by  the  skilled  manpower 
resources  of  two  universities  and  several  technical 
colleges-home  of  many  of  the  great  names  in  modern 
industry,  centred  on  attractive  new  industrial  estates. 
A  city  whose  grand  new  buildings  also  reflect 
unlimited  confidence  in  the  future. 

The  other  Edinburgh  is  perhaps  more  familiar- 
one  of  Europe's  most  handsome  cities,  whose  past  has 
been  graciously  preserved  and  with  it  the  relaxing 
atmosphere  of  fine  restaurants,  theatres  and  all  year 
round  recreational  facilities 
which  combine  to  provide  an 
extra  quality  of  life. 


EDINBURGH  L 
Still  making  history. 


Edinburgh  is  no  bleak  industrial  city-neither  is  it 
just  a  pretty  face. 

It's  a  city  where  people  work  all  the  better,  where 
industrv  and  business  thrive  all  the  more,  because,  in  a 
unique  way,  living  and  working  draw  strength  from 
each  other. 

Come  and  share  in  Edinburgh's  exciting  future. 
First  of  all,  contact: 

THE  DIRECTOR  OF  ESTATES, 
The  City  of  Edinburgh, 
375  High  Street,  Edinburgh  EH1 1QE, 

or  tel.  ANDREW  CARS  WELL, 
031-225  2424,  ext  6227. 
Telex:  727143 


availability  of  skilled  labor,  research  ar 
development  grants,  depreciation  and 
new  building  incentives,  all  of  which  c 
add  up  to  a  more  attractive  financial 
package  in  the  long  run.  According  to 
the  Scottish  Development  Agency,  a 
company  could  end  up  paying  less  thd 
20%  in  corporation  taxes  and  manv  ev| 
are  able  to  reduce  that  figure. 

Scotland  is  as  mindful  as  anv  othe 
regional  development  area  of  the  com- 
petition for  overseas  investors  and  pro 
vides  an  ingenius  array  of  financial 
incentives.  In  addition  to  the  multi- 
purpose Scottish  clearing  banks,  insur 
ance  companies,  investment  institutioi 
pension  funds  and  merchant  banks — < 
of  which  contribute  to  Scotland's  repu* 
tion  as  a  thriving  financial  center — the3 
are  a  number  of  specialized  bodies 
which  oversee  government  funding 
projects.  This  is  part  of  a  long-standin; 
policy  on  the  part  of  the  British  Gov- 
ernment to  encourage  expansion  in  le 
congested  areas  where  the  labor  suppl 
is  more  plentiful.  Scotland  benefits 
substantially. 

A  new  "Locate  in  Scotland"  unit  1 
been  set  up  to  coordinate  under  one  rt 
all  Government  and  public  organizatic 
to  provide  a  one-stop  facility  for  over- 
seas investors.  All  information  on  site 
suppliers,  markets,  support  services  ai 
Government  financial  packages  can  be 
handled  by  this  one  group. 


Grants  and  loans 

The  Scottish  Development  Agenq 
was  set  up  by  the  Government  in  1979 
Its  main  commercial  aims  are  to  promc 
Scottish  economic  development,  to  pro 
vide,  maintain  and  safeguard  emplov 
ment  and  to  promote  industrial  efficiei 
cy  and  international  competitiveness. 
The  Agency  provides  medium  and  Ion 
term  loan  capital,  equity  capital  and  ri 
and  development  finance.  It  is  also  Bri 
ain's  largest  industrial  landlord,  and 
with  approximately  $200  million  worth 
of  factories  and  industrial  sites  is  able 
offer  up  to  three  years  rent  free  to  new 
investors  in  Scotland. 

As  a  special  development  area,  Sc 
land  offers  supplementary  financial  in 
centives.  Regional  development  grants 
of  up  to  22%  are  available  for  new  buil 
ings  or  conversions  of  existing  buildin 
and  for  new  plant  and  machinery  for 
use  in  manufacturing.  Grants  of  up  to 
$15,000  a  job  can  also  be  made  to  servi 
industries,  offices  and  research  and  de 
velopment  units.  There  is  even  a  granl 
for  moving  personnel  into  these  areas. 
Projects  which  create,  maintain  or  safe 
guard  emplovmnt  in  Scotland  can  be 
asisted  through  a  svstem  of  grants  anc 
loans.  Research  and  development  proj 
ects  in  the  microprocessing  industry  dj 
veloping  new  products  and  processes 


qualify  for  grants  of  up  to  25%  of 
.  Discretionary  grants,  which  can 
i  a  third  or  more  of  fixed  capital 
,  can  also  be  available, 
rhe  Industrial  and  Commercial  Fi- 
e  Corporation  (ICFC)  provides  loan 
jquity  capital  on  sums  ranging  from 
i00  to  $5  million  for  small  and 
um-sized  companies.  A  range  of 
rial  and  consulting  services  is  also 
able.  Development  and  start-up 
al,  from  $125,000  upwards,  for  tech- 
nically-based businesses  can  be 
ned  through  Technical  Develop- 
Capital  (TDC). 

Another  Government  body,  the 
mal  Research  and  Development 
oration,  helps  finance  the  develop- 
and  production  of  inventions  and 
/ations,  and  the  National  Enterprise 
i  provides  equity  and  loan  capital. 

Tax  Incentives 

Expenditures  on  capital  investment 
?ligible  for  tax  relief.  For  example, 
otal  cost  of  capital  equipment  may 
'ritten  off  in  the  first  year.  For  new 
istrial  buildings,  79%  of  the  con- 
:tion  costs  may  be  written  off.  There 
>o  a  system  for  carrying  forward 
sed  tax  write-off  allowances. 

Labor  Training  Incentives 

In  order  to  help  industry  identify 
meet  its  training  needs,  free  training 
e  workplace  as  well  as  at  special  col- 
i  can  be  available.  In  1977-78,  nearly 
)0  people  completed  outside  courses 
some  8,500  employees,  representing 
)  firms  participated  in  in-house 
ses.  Grants  are  available  for  em- 
ing  trainees,  and  up  to  80%  of 
itial  training  costs  in  new  invest- 
ts  can  be  met  through  government 
ts. 

European  Economic  Community 

Companies  located  in  Scotland  are 
Me  for  a  number  of  Community 
icial  benefits.  Low  interest  grants 
loans,  usually  upwards  of  $2  mil- 
are  available  to  companies  to  fi- 
e  industrial  projects  and  support 
ces  which  help  create  jobs  and  solve 
mal  problems. 

OTTISH  ECONOMIC 

VELOPMENT 

ENCIES 

Scotland  is  usually  recognized 
id  as  a  distinct  entity  within  the 
It  has  a  reputation  for  a  climate 
anomic,  scientific  and  intellectual 
■.  Besides,  it  is  a  good  place  to  live, 
e  are  for  many  Americans  sen- 
ital  and  historical  reasons  for  want- 
3  invest  in  Scotland.  But  companies 
\  the  final  decisions  based  on  more 
ical  considerations,  such  as  the  poli- 


Garnock  Valley 
Development 


Task  Force 


A  national  development  agency,  a  major 
industry  and  a  local  government  authority 
team  up. 

tical/economic  environment  (since  safety 
of  the  investment  is  a  factor),  the  ability 
to  make  a  profit,  the  character  of  the 
workforce  (which  includes  productivity, 
skills,  flexibility),  labor  relations,  the 
availability  of  specialized  labor  as  well  as 
production  workers,  the  government's 
financial  incentive  packages,  access  to 
marketplace,  infrastructure  of  trans- 
portation and  communication  links  and, 
especially  for  American  companies,  the 
need  to  speak  English! 

Like  many  economic  development 
areas  around  the  world,  Scotland  has  its 
share  of  bureaucratic  procedures  and  a 
plethora  of  agencies  charged  with  com- 
municating with  eager  investors.  One  of 
the  reasons  cited  for  Ireland's  success  in 
attracting  foreign  investment  has  been 
its  one-stop  agency  concept,  despite  the 
concerns  about  the  supply  of  qualified 
personnel. 

Scotland  has  recently  moved  to 
coordinate  its  promotional  bodies  and 
has  established  a  "Locate  in  Scotland" 
bureau  which  will  combine  the  activities 
of  the  Scottish  Development  Agency  and 
the  Scottish  Economic  Planning  Depart- 
ment under  one  roof  and  one  director, 
Richard  Burns.  This  means  that  com- 
panies interested  in  investing  in  Scot- 
land now  approach  one  agency  on 
physical  and  marketing  questions  as  well 
as  on  the  financial  considerations.  For 
U.S.  companies  who  are  generally  more 
interested  in  short-term  profitability,  as 
opposed  to  the  Japanese  who  generally 
take  the  longer  view,  this  has  stream- 
lined the  decision-making  process. 


Anyone  making  a  bid  for  a  bigger  stake 

in  Scotland's  industry  can  take  part. 
Played  the  FAIRCLOUGH  way.  participants 
acquire  the  skills  of  possibly  the  most 
experienced  management  in  today's 
Construction  Industry.  Fairclough  has 
achieved  international  recognition  as  one 
of  the  foremost  Building  and  Civil 
Engineering  companies  in  Europe. 
The  aim  of  the  game  is  to  finish 
with  a  satisfied  Client,  whose  completed 

project  meets  all  his  requirements, 
has  been  constructed  on  Time  and  within 
his  Budget.There  is  no  limit  to  the  size 
of  the  Bid.The  rules  are  simple, 
and  at  the  finish  the  beauty  of  the 
game  is  that  YOU  WIN- 
Guaranteed. 

These  companies 
chose  the  right  partner- 

Ingersoll  Rand  Cummins  Engines 

Kelloggs  ICI 

Ferranti  Shell  Mex  &  BP 

Bank  of  England  llford  Photo 

Barclays  Bank  BXL  Plastics 

Reed  International  CibaGeigy 

So  can  you! 

Phone  Gerry  McPeake 
011-44-41-041-887-1191 
Telex  77307 


BUILDERS  &  CIVIL  ENGINEERS 
70  Inchinnan  Road,  Paisley,  Scotland. 


Top  financial  incentives. 

First-rate,  skilled  labour. 

Excellent  communications 
within  Europe. 

Advanced  technological 
know-how  and  support. 

Self-sufficiency  in  energy. 

Plant  availability.  Experience 
and  professional  advice.  1 


Scotland  is  one  of  the  last  great  unspoiled 
itural  areas  in  Europe. 

And  one  of  the  most  profitable  bases  for 
-location  in  the  world. 

It  boasts  the  largest  readily-available  skilled 
Drkforce  of  any  European  development  area.  The 
ghest  educational  standards  in  the  U.K.  And  a 
?alth  of  advanced  engineering  and  technological 
perience. 

American  companies  have  been  settling  in 
otland  for  years. 

Multinationals  like  I.B.M.,  McDermott, 
)laroid,  Digital  and  Playtex,  plus  an  army  of 
edium-sized  and  smaller  businesses. 

As  well  as  European  and  Japanese  giants  like 
Dche  and  Mitsubishi. 

Using  Scotland's  unique  combination  of 
sets,  they  trade  on  a  highly  profitable,  tariff-free 
sis  into  the  E.E.C,  reaching  a  market  of  over  260 
illion  people. 

Scotland  is  a  country  of  immense  variation; 
mprising  nine  different  physical  and  business 
gions-each  offering  its  own,  individual  advantages. 

The  government-backed  _ 

Locate 


Locate  in  Scotland  acts  as  the  'gateway'  to  them  all. 
The  focal  point  for  every  aspect  of  the  country's 
business  development. 

We  can  provide  absolutely  everything  you  need. 

From  help  with  start-up  costs,  grant  and  loan 
packages  to  premises  and  rents.  There  are  100% 
capital  allowances  and  the  average  coiporation  tax  is 
just  16%. 

Abundant  energy,  excellent  transport  and 
communications,  a  beautiful  environment  and  a 
language  that's  in  common  with  yours. 

What  are  your  waiting  for?  Contact 
Locate  in  Scotland. 

There's  nothing  to  it. 


For  further  information,  clip  this  coupon  and  mail  to  FB 
SDA,  9  West  57th  Street,  New  York,  NY  10019  or  11th 
Floor,  465  California  Street,  San  Francisco,  CA  94104. 

NAME  


COMPANY 
ADDRESS. 


N 


ItfVEI.IH'MENT 
AGENCY 


in  Scotland. 


jSierial  is  published  by  the  Scottish  Development  Agency.  9  West  57th  Street.  N 
id  This  material  is  filed  with  the  Department  of  Justice  where  the  required  regi* 


l  York.  NY  10019  which  is  registered  under  the  Foreign  Agents  Registration  Act. 
»lion  statement  is  available  for  public  inspection  Registration  does  not  indicate  a| 


i  agent  of  the  Scottish  Development  Agency.  Glasgow 
.val  of  this  material  by  the  United  States  Governmen 


CITIES  AND  NEW  TOWNS 

Scotland's  four  major  cities  are  small  by 
U.S.  standards  but  each  is  the  natural  focus 
of  the  surrounding  social,  economic  and 
cultural  life. 

Glasgow,  founded  over  800  years  ago,  is 
the  country's  center  for  trade,  commerce 
and  culture.  Linked  by  air,  rail,  and  mod- 
ern road  networks  to  the  rest  of  Britain  and 
continental  Europe,  the  city's  strategic 
position  has  attracted  major  national  and 
international  organizations  such  as  the  Brit- 
ish National  Oil  Corporation,  the  Scottish 
Stock  Exchange  and  the  Scottish  Develop- 
ment Agency.  The  city  promotes  itself 
aggressively  in  Europe  and  overseas  and 
maintains  an  economic  development  office 
in  San  Francisco.  Glasgow  is  also  an  impor- 
tant focus  for  the  educational  and  training 
needs  of  this  rapidly  expanding  economy, 
supporting  two  universities  and  a  number 
of  technological  colleges. 

Edinburgh,  wit'i  450,000  inhabitants,  is 
the  capital  city  and  the  focus  for  govern- 
ment, financial,  banking  and  cultural  in- 
stitutions. Renowned  for  its  regal  Georgian 
architecture  and  its  dramatic  castle,  the  city 
is  a  popular  tourist  center  and  famous  for 
its  annual  International  Arts  Festival.  Here, 
too,  are  two  major  universities  which  have 
specialized  in  recent  years  in  science  and 
high  technology  education. 

Dundee  is  Scotland's  second  industrial 


East  Kilbride  New  Town 

city  and  an  important  port.  The  home  for 
many  years  of  Timex  and  Michelin,  Dun- 
dee is  in  a  good  geographical  location  to 
take  advantage  of  the  offshore  oil  industry. 
The  city  represents  an  attractive  investment 
potential  for  overseas  companies  who  can 
supply  this  industry. 

Aberdeen  is  the  oil  capital  of  Scotland 
and  services  the  booming  North  Sea  indus- 
try. It  is  famous  for  its  university,  the  old 
granite  buildings  of  the  city  center,  and  the 
fish  market  which  still  supplies  the  rest  of 
Britain.  The  port  of  Aberdeen  is  a  focus  for 
import  and  export  activities,  as  well  as  the 
offshore  oil  industry. 

Scotland's  five  New  Towns  —  experi- 


ments in  planned  urban  development  — 
have  grown  impressively  both  as  residen- 
tial areas,  since  they  are  close  to  the  older 
industrial  cities,  and  as  the  home  for  high 
technology  and  oil  industry  support  manu- 
facturing operations.  East  Kilbride,  found- 
ed in  1947,  is  nine  miles  from  Glasgow  and 
the  home  of  Motorola.  Glenrothes,  found- 
ed a  year  later,  houses  16,000  people  and 
160  companies,  forty  percent  of  them  from 
the  United  States,  and  in  about  4.8  million 
square  feet  of  office  and  plant  space.  Cum- 
bernauld has  attracted  nearly  a  hundred 
companies  and  Livingston,  outside  Edin- 
burgh, was  recently  selected  by  Nippon  foi 
a  new  $100  million  plant  investment. 


"The  hand  of  Providence  brought 
me  in  my  drifting  to  the 
very  doors  of  the 
British  Linen  Company's  bank!' 

X  0        Robert  Louis  Stevenson 


These  were  the  words  of  David  Balfour,  the 
hero  of  "Kidnapped"  when  he  at  long  last  won  his  way 
to  fortune  in  August  1 751.  The  British  Linen  Bank  was 
quite  a  new  bank  in  those  days,  but  already  had  the 
spirit  of  adventure.  Now  in  the  1 980s  the  same  spirit 
persists.  The  British  Linen  Bank  has  a  far  sighted 
dynamic  outlook  and  offers  a  full  range  of  merchant 
banking  services  in  Corporate  Finance,  Term  Loans, 
Acceptances,  Deposits,  Leasing  and  Investment  which 
matches  itsgreat  tradition'.' 


THE  BRITISH  LINEN  BANK  LIMITED 

Head  Office:  4  Melville  Street  Edinburgh  EH3  7NZ  Telephone  031-226  4071  Telex  727221 
87  St  Vincent  Street  Glasgow  G2  5TJ  Telephone  041-221  6692     55  Bishopsgate  London  EC2N  3NN  Telephone  01  -588  791 1  Telex  895221 0 


Two  important 
publications  for  the 
price  of  none. 


The  Royal  Bank  of  Scotland  is 
Scotland's  largest  bank  with  over 
600  Branches  in  the  UK,  five  offices 
in  the  United  States  and 
correspondent  relationships  with 
banks  throughout  the  world. 

So  it's  only  natural  we 
should  produce  these  simple 
and  effective  summaries  of 
the  preliminary  facts  you 
need  to  know  about 
investing  in  Scotland  - 
considered  to  be  one  of 
Europe's  finest  industrial 
locations. 
These  productions  are  free 
and  copies  can  be  obtained  by 
writing  to  or  telephoning  any 
one  of  the  offices  listed 
below. 

The  publications  will  tell 
you  what  Scotland  has  to  offer 
American  companies;  about  financial  services 
and  incentives,  labour,  business  premises,  practices,  procedures 
rid  controls,  taxes  and  customs  and,  last  but  not  least,  the  services  of 
"he  Royal  Bank  of  Scotland.  y 
Scotland's  biggest  Bank.  In  more  ways  than  one.  ?|£ 

The  Royal  Bank  of  Scotland 

The  Royal  Bank  of  Scotland  Limited.  Registered  Office:  42  St.  Andrew  Square,  Edinburgh  EH2  2YR 

Registered  in  Scotland  Number  46419. 

EW  YORK  BRANCH  63  Wall  Street,  New  York,  NY10005.  Tel:  (212)  269-1700  □  SAN  FRANCISCO 
GENCY  The  Pyramid,  600  Montgomery  Street,  San  Francisco,  California  941 1 1.  Tel:  (415)  788-4500 
HOUSTON  REPRESENTATIVE  OFFICE  1200  Milam,  Houston,  Texas  77002.  Tel:  (713)  658-0533 
CHICAGO  REPRESENTATIVE  OFFICE  135  South  La  Salle  Street,  Chicago,  Illinois  60603. 
el:  (312)  372-0464  □  LOS  ANGELES  REPRESENTATIVE  OFFICE  Pacific  Financial  Center, 
)0  West  6th  Street,  Suite  920,  Los  Angeles,  California  90017.  Tel:  (213)  629-0111. 


SUMMARY  OF 
FINANCIAL  INCENTIVES 
FOR  BUSINESS 
IN  SCOTLAND 


TAX  ALLOWANCES 

Plant  and  Machinery 
New  Industrial 
Buildings 


Industrial  Building 
Insulation 

Hotels 


100% 
79% 

4% 


in  first  year 
in  first  year 


per  annum 
thereafter 


100%     in  first  year 

20%    in  first  year 
4%     per  annum 
thereafter 


REGIONAL  DEVELOPMENT  GRANTS 

Grants  for  capital  expenditures  for  new 
plants,  machinery,  buildings  and  works: 
Up  to  22%  of  capital  cost. 

REGIONAL  SELECTIVE 
FINANCIAL  ASSISTANCE 
Grants — Available  to  manufacturing,  min- 
ing and  construction  industries  where  jobs 
are  created  or  secured  in  Scotland.  Grants 
in  the  amount  needed  to  secure  the  proj- 
ect's success  are  payable,  normally  in  four 
installments,  for  up  to  about  10%  of  costs. 

Loans  —  at  commercial  or  concessionary 
rates  available  in  special  cases.  Some  in- 
terest-free periods  available. 


Training  Costs — Grants  to  cover  salaries  of 
trainees  and  instructors,  of  up  to  80%  of 
cost,  where  a  minimum  of  25  jobs  will  be 
provided. 

Office  and  Service  Industries  Incentives — 

Grants  of  up  to  $15,000  available  for  each 
job  provided  within  three  years  of  start  of 
investment  project.  An  additional  gra'nt  of 
$3,750  per  employee  is  available  for  moving 
expenses.  Up  to  30%  of  the  jobs  provided 
qualify. 

SCIENCE  &  TECHNOLOGY 

For  projects  involving  design,  development 
and  production  of  new  or  significantly  im- 
proved products  or  production  processes 
special  support  is  available. 

Product  &  Process  Development  Scheme — 

For  manufacturing  projects  with  a  mini- 
mum investment  of  $60,000,  grants  of  up 
to  25%  are  available  to  assist  in  completion. 
In  some  cases,  costs  can  be  shared  in  ex- 
change for  participation  in  commercial 
sales. 

Microprocessor  Application  Project  — 

Grants  of  25%  of  the  costs  for  special  ap- 
plications of  microprocessor  technology  are 
available  for  training  courses,  consultancy 
fees  and  research  into  applications.  Projects 
costing  over  $25,000  are  eligible. 

Microelectronics  Industry  Support  Pro- 
gram— Research  and  development  projects 
costing  over  $25,000,  and  capital  invest- 
ment projects  costing  over  $60,000  are  eligi- 
ble for  grants  of  25%  of  the  costs. 
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Johnson  &  Johnson,  the  world's  leading  manufacturer  of  health 
care  products,  is  proud  that  three  memPers  of  our  family  of  com- 
panies call  Scotland  their  home.  A  skilled  and  vigorous  workforce, 
excellent  transportation,  and  a  progressive  attitude  toward  Pusi- 
ness  and  economic  development  have  created  a  positive  atmos- 
phere in  which  our  companies  in  Scotland  can  grow  and  prosper. 

New  Brunswick,  N.J.  08903 


Major  industrial  investments  costing  over 
$1.1  million  qualify  for  additional  grants  of 
about  107t  of  project  costs. 

SCOTTISH  DEVELOPMENT 
AGENCY  (SDA) 

As  the  Government's  principal  instrument 
of  industrial  and  economic  regeneration  in 
Scotland,  the  SDA  develops  factories  and 
industrial  sites.  Rent  free  periods  of  up  to 
three  years  are  available  to  companies 
creating  employment.  Equity  participation, 
long  term  finance  and  technical  and  man- 
agerial services  are  also  available  for  capital 
expenditure  and  working  capital  and  spe- 
cialized marketing  and  consulting  services 
are  offered  to  small  businesses. 

The  Agency  also  encourages  joint  ventures 
and  industrial  and  financial  partnerships. 

EXPORT  ASSISTANCE 

The  British  Overseas  Trade  Board  provides 
information  and  advisory  services  to  ex- 
porters. 

Market  Entry  Guarantee  Scheme  (MEGS) 

—  For  small  and  medium-sized  companies 
costs  are  shared  to  develop  new  export 
markets,  in  return  for  participation  in  sales. 

Export  Credits  Guarantee  Department 
(ECGD)  —  Insurance  arranged  for  non- 
payment situations.  Bank  guarantees  to 
ensure  preferential  rates. 

Enterprise  Zone  —  Clydebank  near  Glas- 
gow, nas  been  identified  as  Scotland's  only 
Enterprise  Zone  where  special  additional 
incentives  are  available.  Companies  mov- 
ing to  a  600  acre  area  will  pav  no  local  prop- 
erty or  land  taxes  and  will  face  minimal 
planning  controls  and  exemption  from 
Government  levies. 

LABOR 

Training  —  Grants  available  to  employ 
apprentices  and  trainees,  and  to  provide  on 
the  job  training  for  college  students. 

Training  Opportunities  Scheme  (TOPS)  — 

Free  training  with  expense  allowances. 
Course  in  colleges  and  corporations. 

Temporary  Unemployment  —  Employers 
are  reimbursed  75%  of  employees'  normal 
pay  for  workless  days.  This  incentive  pro- 
vides an  alternative  to  employee  layoffs. 

Early  retirement  plan  —  In  order  to  encour- 
age early  retirement  by  workers  within  one 
year  of  statutory  retirement  age,  tax  free 
allowance  is  available. 

OTHER  AGENCIES 

Local  Authorities  —  Loans  are  available  to- 
wards purchase  of  land,  and  grants  for  the 
conversion  or  improvement  of  existing  faci- 
lities. Up  to  90%  of  the  cost  can  be  bor- 
rowed for  the  construction  of  new  factories. 

New  Towns  —  Additional  incentives  are 
offered  by  the  five  towns,  to  encourage  the 
establishment  and  expansion  of  industry. 

Highlands  and  Islands  Development 
Board — Grants,  loans  and  equity  participa- 
tion are  available.  Corporations  contribute 
at  least  50%  of  cost  of  developments. 

Scottish  Tourist  Board  —  Grants  and  loans 
of  up  to  50%  available  towards  capital  ex- 
penditure. 

National  Research  Development  Corpora- 
tion— A  public  corporation  which  provides 
finance  for  technological  innovation. 

Manpower  Services  Commission  —  expert 
advice  and  assistance  on  training  require- 
ments. 


Our 
readers  are 
always  the 
deciding 
factor 


^\ur  building  is  one  of 
^-^Edinburgh's  landmarks, 
just  a  stone's  throw  from  the 
Castle. 

A.nd  our  position  in  Scottish  life 
is  equally  central,  because 
The  Scotsman  is  the  paper  most 
widely  read  by  Scotland's 
decision-makers. 


rhe  Scotsman  is  read  by 
people  running  major 


corporations,  government 
departments,  financial 
institutions.  In  other  words, 
it's  read  by  the  people 
running  the  country. 

For  advertisers  who  wish  to 
reach  Scotland's  quality 

market,  the  decision  is  easy. 

And  if  you'd  like  to  share 
in  Scotland's 
prosperity,  so  is  yours. 


THE  SCOTSMAN  PUBLICATIONS  LIMITED 

>0  North  Bridge,  Edinburgh  EH1  1YT  Telephone:  031-225  2468   Telegrams:  Scotsman,  Edinburgh  Telex  Nos  72255  and  727600 
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h  its  near-monopoly  in  postage  meters  still 
:cathed  by  government  attack,  Pitney 
ves  feels  it  can  afford  to  make  haste  slowly 
:opiers  and  word  processors. 


Marketing  is  what 
counts 


By  Subrata  N.  Chakravarty 

m  e  have  no  intention  of  being 
I  the  best  copier  company  in  the 
'  country,"  says  Pitney  Bowes 
man  Fred  T.  Allen.  "We're  not  put- 
Kerox  out  of  business.  We're  not 
to  put  Savin  out  of  business.  All 
lying  is  that  with  a  customer  bank 
iut  1  million  customers  in  the  U.S., 
1  sell  copiers  in  addition  to  our 
;e  meter  product." 
;n's  point  is  that  Pitney  Bowes  has 
rue  advantage  over  the  other  com- 
rs  because  of  its  sales  and  service 
af  about  7,500.  "Here  we  are,  prob- 
Dne  of  the  last  companies — and  I 
I  say  even  more  so  than  IBM  and 
— that  has  a  direct  sales  organiza- 
:anvassing  and  knocking  on  doors 
lwide,"  adds  George  Harvey,  presi- 
Df  PB's  business  systems  division, 
to  the  point  is  that  PB's  marketing 
;th  is  aimed  right  at  the  fastest- 
ng  segment  of  the  market,  where 
:y  competitors  are  weakest.  PB's 
force  works  with  thousands  of 
businesses,  the  very  ones  that 
ignored  for  so  long  and  that  the 
2se  companies  have  been  trying  so 
o  reach  through  dealers, 
ning  this  potential  advantage  into 
[  sales,  however,  is  not  so  easy, 
te  its  army  of  salesmen,  PB  can- 
laim  more  than  4%  of  the  boom- 
onvenience  copier  market.  That 
ares  with  an  estimated  35%  share 
;rox,  10%  for  Savin  and  6%  each 
veral  others,  says  Monica  Cama- 
an  analyst  with  Dataquest  in  Cu- 
o,  Calif. 

ley  Bowes  originally  got  into  the 
•  business  because  it  recognized 
it  was  a  one-product  company; 
)ver,  that  product,  its  familiar  line 
lely  used  postage  meters,  had  been 
antitrust  attack  by  the  Justice  De- 
ent  for  several  years, 
about  the  same  time  it  got  into 
rs,  it  also  entered  an  ill-advised 


joint  venture  with  Alpex  Computer 
Corp.  in  point-of-sales  devices.  The 
joint  venture  cost  PB  $78  million  in 
write-offs  after  it  was  closed  down  in 
1973.  Then  the  Justice  Department  gave 
up  trying  to  encourage  competition  in 
postage  meters — a  business  few  wanted 
to  enter.  So  Pitney  Bowes  concentrated 
on  improving  its  mailing  systems,  pour- 
ing money  into  research  and  develop- 
ment, broadening  the  product  line  and 
improving  the  technology  of  the  equip- 
ment. Meanwhile,  the  copier  business 
grew  slowly  to  a  volume  of  about  $130 
million  last  year  on  the  strength  of  a 


very  limited  line  of  small,  inexpensive, 
coated-paper  copiers.  Although  the  Jus- 
tice Department  recently  reopened  its 
investigation,  the  company  isn't  too 
worried,  because  there  have  been  a  se- 
ries of  rulings  in  its  favor. 

Not  until  early  last  year  did  George 
Harvey  conclude  that  the  small,  or  con- 
venience, copier  business  had  enormous 
growth  potential  that  PB  was  unable  to 
exploit,  despite  its  advantages,  because  it 
did  not  have  a  complete  line.  PB  needed 
faster  machines  that  used  plain  paper. 
Lacking  plain-paper  technology  of  its 
own,  PB  was  forced  to  buy  it  from  those 
who  did.  In  mid- 1980  it  introduced  a 
desk-top  plain-paper  copier  partly  de- 
signed by  Hoffman  Enterprises,  a  New 
Jersey  company.  Then,  to  get  a  foothold 
in  the  medium-speed,  medium-volume 
copier  market  PB  went  to  the  Japanese. 
Late  last  year  it  introduced  the  PBC-II 
console  copier,  purchased  from  Minolta. 
With  a  speed  of  30  copies  a  minute  and 
several  features,  it  serves  the  medium- 
speed  and  medium-volume  end  of  the 
market.  Then  last  month  PB  announced 
an  agreement  to  market  a  medium-speed 
copier  made  by  Ricoh,  Japan's  largest 
copier  maker,  under  the  Pitney  Bowes 
name.  By  buying  machines  instead  of 
licensing  technology  and  manufacturing, 
PB  can  stay  price  competitive  even  on  a 
low  sales  volume. 

Since  Ricoh  had  announced  plans  to 
dissolve  its  partnership  with  Savin  Corp. 


Pitney  Bowes'  Fred  T.  Allen 

"We're  not  putting  Xerox  out  of  business. 
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and  market  its  copiers  in  the  U.S.  itself, 
last  month's  deal  was  quite  a  coup  for  PB. 
Why  did  Ricoh  change  its  mind,  and  why 
with  PB?  Because  of  PB's  access  to  the 
hinterlands  through  its  extensive  direct 
distribution  system,  Ricoh  could  still 
market  its  copier  through  dealers  in  the 
future,  but  Allen  is  not  concerned  about 
that.  "We  have  the  salesman  in  place, 
the  serviceman  in  place,  the  customer  in 
place,"  he  points  out.  "I  don't  think  Ri- 
coh has  the  capability  of  setting  up  the 
marketing  operation  that  we  have.  It's 
dreadfully  expensive." 

With  the  PBC-II  copier  going  into  na- 
tional distribution  this  year  and  the  Ri- 
coh machine  next  year,  PB  will  finally 
have  a  full  line  of  machines  for  the  low 
and  medium  volume  end  of  the  market  it 
wishes  to  serve.  That  is  the  segment 
where  Xerox  and  IBM  are  weaker  and 
PB's  customer  base  is  strongest. 

PB  hopes  that  its  broader  line  will  en- 
able it  to  build  its  market  share  to  about 
6%  in  five  years.  The  machines  them- 
selves offer  nothing  special  and  have  no 
compatibility  of  parts,  but  Allen  believes 
that  Pitney  Bowes'  ability  to  offer 
prompt  and  efficient  service  through  its 
distribution  network  will  give  him  the 
upper  edge. 

The  copier  business  is  just  the  first 
step  in  a  longer-term  strategy.  In  1979  PB 
bought  Dictaphone,  itself  the  market 
leader  (with  about  35%  of  the  U.S.  mar- 


ket) in  dictating  equipment,  for  $128 
million  in  cash  and  stock.  While  that 
was  about  double  the  book  value  for  a 
company  under  severe  pressure  from  Jap- 
anese competition,  PB  bought  a  market 
leader  with  a  good  reputation,  an  enor- 
mous client  list  of  its  own  and  a  sales 
organization  of  1,600  catering- to  differ- 
ent people  than  PB. 

Now,  using  the  Dictaphone  organiza- 
tion and  front  office  contacts  as  a  base, 


Not  until  early  last  year  did 
George  Harvey  conclude  that 
the  small,  or  convenience, 
copier  business  had  enor- 
mous growth  potential  that 
PB  was  unable  to  exploit  be- 
cause it  did  not  have  a  com- 
plete line. 


PB  has  entered  the  word-processing  field. 
Last  year  it  paid  $10  million  for  Artec 
International,  a  promising  contender  in 
that  field,  and  is  now  marketing  its  word 
processor  through  Dictaphone.  As  with 
copiers,  it  has  tried  to  avoid  competing 
head-on  against  the  likes  of  IBM,  Wang 
and  Xerox,  searching  for  the  market 
niches — in  this  case  Dictaphone's  tradi- 
tional strengths — the  legal,  educational 
and  medical  markets. 
Once  again,  late  starter  PB  is  ap- 


proaching the  market  cautiously.  "! 
processing  is  a  way  for  us  to  get  intj 
office  of  the  future  without  a  majt 
vestment,"  says  George  Harvey, 
don't  need  to  be  $100  million  in 
processing  tomorrow  in  order  to  ge 
20%  corporate  growth  near  term.  Bi 
do  need  to  begin  to  get  a  feeling  foi 
marketplace." 

That  growth  goal,  however,  will 
to  be  deferred  at  least  until  1982.  P 
Bowes  ran  up  a  heavy  amount  of  si 
term  debt  at  very  high  interest  rate 
year  in  order  to  carry  sharply  highs 
ventories.  Then  in  the  first  quart 
this  year,  earnings  fell  30%  on  a 
increase  in  sales  because  of  a  weak  « 
omy,  lower  production  (to  bring  c 
inventories)  startup  losses  on  the  ii 
duction  of  word-processing  mach 
and  an  accounting  change,  to  the 
method. 

While  it  may  take  Pitney  Bowe: 
rest  of  1981  to  recover,  that  is  likely 
only  a  temporary  setback  for  a  com 
whose  return  on  equity  has  impr 
steadily  over  the  decade  from  9.4' 
1970  to  a  handsome  20%  in  1980.  W 
growing  offshore  market  in  mailing 
terns  plus  a  growing  replacement  m; 
domestically  and  the  promise  of  co 
ued  improvement  in  the  copier  and 
tating  machine  markets,  Allen's  p< 
of  making  haste  slowly  should  beg 
pay  off  generously  come  1982.  ■ 


NL  Industries,  Inc. 

has  acquired 

Sperry-Sun,  Inc. 

a  wholly  owned  subsidiary  of 

Sun  Company,  Inc. 


The  undersigned  initiated  this  transaction  and 
acted  as  financial  advisor  to  Sun  Company,  Inc. 


Kidder,  Peabody  &  Co. 

Incorporated 


TEN 

YEARS  AGO, 

MAI  PUT 
ITS  CHIPS  ON 

THE 
LITTLE  GUY 

Now,  that  foresight  is  paying  off. 
Because  today,  computers  for 
small  business  are  part  of  the 
rocketing  $4  billion  small-computer 
market  —  expected  to  approach 
$10  billion  by  1985. 

MAI—  Management  Assistance 
Inc.  —  practically  introduced  com- 
puters to  small  business.  That's 
where  90%  of  our  sales  are . . .  and 
more  than  1 1,000  of  our  Basic  Four" 
information  processing  systems 
have  been  installed  to  date. 

One  reason  is  that  we  don't  try 
just  to  make  a  sale,  but  to  make  a 
friend.  First  we  really  get  to  know  the 
business  and  its  problems.  Then  we 
can  provide  solutions.  Including 
tailor-made  programs.  Operator 
training. 

And  outstanding  maintenance 
service,  through  our  Sorbus  Service 
Division.  This  not  only  helps  cement 
customer  relationships.  It  also  gives 
us  a  solid  position  in  the  $6  billion 
service  market  —  expected  to  more 
than  double  by  1985. 

Ten  years  ago,  helping  the  be- 


leaguered, overtaxed,  over-regulated 
small-business  owner  looked  like  a 
far-out  idea.  Today  it  looks  like  a  very 
good  investment. 


MAI's  newest  boost  for  growing  businesses.  The  eco- 
nomical Basic  Four"  /S80rM  computer  combines  data 
and  word  processing  and  distributes  processing 
capabilities  out  to  workstation  terminals. 


To  find  out  more  about  MAI. 
write  for  our  Annual  Report: 
Management  Assistance  Inc. , 
300  East  44th  Street,  New  York, 
NY  10017.  If  you're  in  business  your- 
self, write  for  our  free  Eliot  Janeway 
booklet,  "Survival  Tips  for  the  80s." 


MM 

Our  business  is  helping  other  businesses  grow. 


Taxing  Matters 


■_ 

A  clever  new  tax  bill  offers  a  sweet  break  for 
investors  and  some  badly  needed  capital  for 
the  harassed  small  businessman. 

"We  all  live 
off  those 
little  guys" 


Edited  By  Richard  Greene 


The  small  businessman  is  every- 
body's friend  and  nobody's  part- 
ner. For  many  years  Congress  has 
debated  various  forms  of  relief.  But  to- 
day the  little  guy  is  especially  harassed, 
stung  by  sky-high  interest  rates  and 
strapped  for  new  capital.  For  most  small 
companies  the  sign  at  the  bank  teller's 
window  still  says  "Prime  plus  2%,  take 
it  or  leave  it." 
But  in  February  Senator  Lowell  P. 


Weicker  (R-Conn.)  introduced  an  imagi- 
native bill  in  Congress  that  offers  both  a 
convincing  approach  to  financing  for 
small  business  and  an  enticing  tax  break 
for  investors. 

What  Weicker  is  proposing  is  a  new 
financial  instrument  called  a  Small  Busi- 
ness Participating  Debenture  (SBPD) — 
sort  of  a  cross  between  a  stock  and  a 
bond.  It  would  be  entirely  administered 
by  the  small  businesses  themselves. 


Larry  Stevens  oj  Complete  Lumber,  Inc. 

"There's  no  way  you  can  borrow  from  the  bank  at  today's  rates. 


They  would  directly  issue  the  SBPI 
general  obligation  with  a  fixed  ma' 
date.  The  SBPD  would  carry  a 
nominal  rate  of  interest.  It  wouk 
offer  a  varying  share  of  the  comp 
profits  for  the  period  the  SBPD 
effect. 

"It's  the  tax  break  that  makes  t 
for  the  investor,"  says  David  Fran; 
a  counselor  for  the  House  Small  Bu< 
Committee.  While  the  basic  inter 
8%  or  so  would  be  taxed  to  the  im 
as  ordinary  income,  his  share  of  the 
pany's  earnings  would  be  taxed 
capital  gains  rate.  Finally,  ini 
would  be  allowed  to  treat  any  los: 
ordinary  deductions. 

Part  of  the  appeal  of  SBPDs  t 
small  businessman  is  that  he  woi 
forced  to  relinquish  any  owners!" 
control.  When  the  debenture  ma 
the  outsiders  vanish.  In  the  mean 
they  won't  have  any  voting  or  cc 
sion  rights.  And  there's  an  attracti1 
break  for  the  business  owner,  too: 
entitled  to  deduct  as  a  business  ex 
both  the  basic  interest  payments  ar 
share  of  earnings. 

Sounds  like  AT&T  might  like  a 
of  this  action,  but  the  bill  ensure: 
only  small  businesses  qualify.  Only 
nesses  with  net  worth  of  $25  mill] 
less  will  be  entitled  to  write  up 
million  of  SBPDs. 

Here's  how  an  SBPD  might  wo 
small  company  writes  an  SBPI 
$100,000  over  a  seven-year  period 
stated  interest  to  be  paid  is  8%. 
there's  a  20%  share  of  the  pretax  p 
to  be  distributed  to  one  investor, 
say  the  company  earns  $48,000 
deductions  for  interest  and  taxes.  3 
is  paid  as  basic  interest.  On  the  bi 
of  $40,000,  another  $8,000  (or  2C 
earnings)  is  paid  to  the  investor. 
$8,000  is  taxed  at  the  maximum  c 
gains  rate  of  28%.  Let's  assume  th 
investor  is  in  the  70%  bracket. 
$8,000  taxed  at  70%,  and  $8,000  ta 
28%,  he  rakes  in  earnings  of  3 
which  is  the  equivalent  of  a  27%  j 
ordinary  return.  And  while  the 
has  made  a  27%  return,  the  borrow 
paid  only  16%,  after  his  deductio 
all  interest  payments  are  made. 

Most  important,  the  small  bus 
man  gets  a  much  needed  infusion  c 
ital.  Says  Larry  Stevens,  who  oi 
retail  shop,  Complete  Lumber,  Ir 
Evansville,  Ind.:  "I  think  SBPDs 
be  really  good  for  us."  Stevens  wa 
open  another  store;  he  already  h 
option  on  the  site  and  has  been  tryi 
five  months  to  raise  the  capital.  "T 
no  way  you  can  borrow  from  the  b; 
today's  rates.  It's  a  guaranteed  f; 
We  were  hoping  to  get  industrial  re 
bonds,  but  they  haven't  worked  ou 
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FORBES,  MAY  I 


WE 

HANGUP 
$2  BILLION, 

MIT  NOBODY 


Last  year,  our  revenues  were  $2.3  billion  with 
i  net  income  of  $154  million.  That  probably  makes 
as  the  biggest  company  you  never  heard  of. 

Over  the  past  10  years,  our  revenues  and 
farmings  per  share  have  both  grown  at  a  compound 
"ate  of  30%  a  year.  Total  net  income  has  risen  an 
average  of  39%  annually.  We've  increased  our  share - 
lolders'  dividends  every  year  since  1970.  And 
doubled  them  since  78. 

We're  Genstar.  We  make  building  materials. 


We're  in  land  and  real  estate  development.  We 
provide  financial  and  marine  services.  We're  active 
in  the  U.S.  and  Canada.  And  we're  on  the  New  York 
and  Pacific  Stock  Exchanges. 

You  can  find  out  more  about  us  through  your 
broker  or  call  800-648-5600  (in  Nevada,  call 
800-992-5710),  ask  for  Operator  153. 

And  we'll  send  you  one  of  the  most  interesting 
success  stories  you  |?CMCT/l  13 
never  heard  ,  »f. '  SMSMSl^S 

OUR  SUCCESS  IS  UNHEARD  OF. 


figures  in  Canadian  dollars.) 


Executive  Offices, Three  Einbarcadero  Center,  San  Francisco,  CA  94111 


we'd  wind  up  paying  an  average  12.5% 
interest  for  them  anyway,  so  these 
SBPDs  sound  better." 

"At  these  interest  rates,  it's  darn  hard 
to  get  capital.  SBPDs  would  be  terrific  for 
us,"  says  Charles  Burnett,  general  man- 
ager of  a  Ramada  Inn  in  Henderson,  Ky., 
who  would  like  to  add  about  70  rooms  to 
his  motel. 

William  Barth,  director  of  small-busi- 
ness practice  at  Arthur  Andersen  &.  Co., 
guesses  that  there  are  about  2,000  small 
businesses  that  would  use  SBPDs,  aver- 
aging about  $250,000  of  debt  apiece. 
That's  a  $500  million  rush  of  capital  into 
the  sector  of  the  economy  that  in  the  last 
decade  provided  87%  of  all  new  jobs. 

No  doubt  the  Treasury  will  oppose  the 
idea.  Assistant  Secretary  for  tax  policy 
John  Chapoton  says  he  favors  "doing 
something  for  all  taxpayers  rather  than 
making  a  special  rule  for  small  business." 
It's  not  hard  to  guess  what's  behind  these 
words:  The  Treasury  is  concerned  about 
the  revenue  loss  and  the  possibility  of 
setting  a  dangerous  precedent.  Says 
James  O'Connell,  the  economist  on  the 
Senate's  Small  Business  Committee: 
"When  you  cut  through  all  the  legal  jar- 
gon, the  SBPD  still  brings  you  a  step 
closer  to  corporate  integration  [eliminat- 
ing the  "double"  taxation  of  dividends — 
once  for  the  company,  and  again  for  the 
stockholder].  Once  you  allow  small  busi- 
nesses to  deduct  dividends,  the  Treasury 
probably  feels  it'll  be  hard  to  plug  the 
dike." 

At  the  moment,  the  odds  of  the  bill's 
passage  this  session  don't  look  good.  But 
its  supporters  are  lobbying  hard.  Says 
Senator  Weicker:  "Enactment  of  the 
SBPD  is  critical  to  improve  small  busi- 
ness' access  to  external  financing.  The 
SBPDs  will  work  because  they're  attrac- 
tive to  both  owners  and  investors." 

There  is  an  urgent  need  for  such  aid. 
Small  businessmen  have  traditionally 
had  trouble  raising  capital  for  obvious 
reasons — any  investment  in  a  small  busi- 
ness can  be  risky.  SBPDs  won't  change 
that.  An  SBPD  will  give  the  investor 
profits  taxed  as  capital  gains — but  that's 
only  worthwhile  if  there  are  any  profits 
to  be  taxed. 

So  investors  will  have  to  be  careful 
about  negotiating  fair  terms.  Profits  will 
have  to  be  precisely  defined,  for  example, 
so  that  a  business  owner  can't  declare  a 
hefty  bonus  for  himself.  And  the  owner 
will  have  to  modify  hi?  plans  in  other 
more  important  ways:  With  an  outside 
investor  impatiently  waiting  for  a  piece 
of  the  pie,  the  small  businessman  won't 
be  able  to  continue  plowing  his  profits 
back  into  the  business. 

Investors  in  SBPDs  will  undoubtedly 
be  in  high  tax  brackets,  with  the  money 
to  make  a  risky  investment  as  well  as  the 
need  for  tax  relief.  And  for  such  an  inves- 
tor, an  SBPD  may  prove  more  attractive 
than  most  limited  stock  offerings  be- 


cause an  SBPD  gives  him  a  guaranteed 
way  out  of  his  investment  that  he  won't 
get  with  a  minority  interest  in  a  com- 
pany. Says  Barth:  "A  49%  interest  in  a 
company  may  be  worth  nothing,  unless 
you've  gotten  a  commitment  from  the 
owners  to  buy  you  out."  With  an  SBPD, 
the  stipulated  maturity  ensure.s  that  you 
won't  be  stuck,  as  long  as  the  company 
stays  in  business. 

Small  banks — which  are  tied  to  the 
prime  but  must  still  support  local  busi- 
ness— are  also  likely  to  embrace  SBPDs. 
"Sure  we  endorse  the  idea,"  says  John 
Rogers,  executive  vice  president  of  the 
First  National  Bank  of  Toledo.  "But  we 
need  a  carrot  for  both  the  lender  and  the 
borrower.  That  small  businessman  is  our 
lifeblood — we  live  off  those  little  guys 
out  there,  and  we  love  'em."  That  price, 
he  says,  has  to  be  right. 

Big  brokerage  houses  may  get  into  the 


act  as  well,  selling  groups  of  SBP! 
their  high-bracket  customers  as  th, 
second  mortgages.  "Small  business! 
always  risky  investments,  but  we  1 
decide  to  sell  and  package  these  thi 
if  we  could  monitor  them  and  get  a 
enough  pool  to  spread  the  risk," 
Anthony  Lamport,  head  of  venture 
ital  at  Drexel  Burnham  Lambert.  I 
we  then  see  a  mini-new-issue  boc 
SBPDs  reminiscent  of  the  late  Si: 
Not  likely.  There's  no  way  to  ge' 
quick  here  and,  with  a  $1  million  c 
per  company,  the  scale  is  kept  delib 
ly  small. 

Says  Arthur  Little,  chairman  and 
of  Narragansett  Capital  (see  Forbes 
17,  1980),  a  $9  million  (1980  revc 
Providence,  R.I. -based  venture  c 
firm:  "SBPDs  are  one  of  the  best, 
innovative  ideas  I've  heard  of  in  ; 
time." — Barbara  Rudolph 


It's  easy  to  see  why  corporations  like  to 
bonds  that  don't  pay  interest.  But  why  wot 
anybody  want  to  buy  that  kind  of  paper? 


A  strange  breed 
of  bond 


Numbers  Game 


By  Richard  Greene 


We've  pointed  out  on  these 
pages  earlier  that  the  current 
rash  of  low-interest-bearing, 
deep  discount  bonds  are  no  bargain  for 
investors.  Why,  then,  do  they  keep  com- 
ing to  market?  For  example,  on  Apr.  22, 
the  tombstone  ad  read:  "$200,000,000. 
J.C.  Penney  Company,  Inc.  Zero  Coupon 
Notes  Due  1989." 

A  bond  with  no  interest  sounds  like  a 
car  with  no  motor.  But  the  next  line  of 
the  ad  started  to  make  sense:  "Price 
33.247%."  Buy  about  $330,000  worth  of 
bonds  now  and  collect  $1  million  in  eight 
years.  Check  it  out  on  the  calculator,  and 
it  turns  out  that  the  effective  interest  rate 
is  14.25%. 

In  part  the  bonds  are  coming  to  market 
because  they  have  distinct  advantages 
for  the  borrower  and  for  nontaxpaying 


pension  funds  and  other  institu 
The  Penney  "zero  coupon  bond' 
first  of  its  kind — is  just  the  logical 
of  the  trend  to  deep  discount  bond 
gered  by  sky-high  interest  rates.  By 
ing  buyers  6%  and  7%  bonds  sell 
discounts  of  betweeen  40%  and  5 
the  past  two  months,  companie 
Martin  Marietta,  Northwest  Indu 
Cities  Service  and  Alcoa  were  able 
in  half  the  cash  flow  burden  on  be 
ings  with  a  face  value  of  over  $2  b 
Zero  discount  bonds  eliminated 
cash  flow  burden  altogether. 

"You  issue  a  zero  coupon  boi 
eight  years  and  for  the  whole  tim 
don't  have  to  worry  about  one  pel 
interest  on  the  debt,"  says  Denis  ' 
a  partner  with  Peat,  Marwick  £ 
There  are  also  a  number  of  accoi 
and  tax  advantages  to  the  issuer. 

Unfortunately,  these  bonds  iust 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  April  24, 1981 

1,000,000  Shares 


ET  Browning-Ferris  Industries,  Inc. 


Common  Stock 


Price  $34,875  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Shields   The  First  Boston  Corporation    Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.         Donaldson,  Lufkin  &  Jenrette         Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Goldman,  Sachs  &  Co.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Rotan  Mosle  Inc.  L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 

Shearson  Loeb  Rhoades  Inc.  Wertheim  &  Co.,  Inc. 

Dean  Witter  Reynolds  Inc.  Morgan,  Keegan  &  Company,  Inc. 


Of  course,  only  top-rated  firms 
like  J.C.  Penney  are  going  to 
sell  any  of  these  issues. 
Would  you  want  to  trust  a 
shaky  firm  to  collect  your  in- 
terest payments  for  you  and 
have  them  all  in  hand  8— or 
30— years  from  now? 


work  for  private  individuals.  The  IRS  is 
nobody's  fool,  and  it  reasons  that  since 
these  issues  increase  redemption  value 
in  lieu  of  interest,  that  increase  should  be 
treated  as  interest  and  taxed  as  ordinary 
income.  What's  more,  the  taxmen  insist 
oh  collecting  those  taxes  on  a  yearly  ba- 
sis as  the  company  upgrades  the  value  of 
its  bonds  in  its  books.  So  the  investor 
doesn't  even  get  the  advantage  of  de- 
ferred taxes. 

But  it's  a  very  different  story  for  pen- 
sion funds,  which  don't  pay  any  taxes. 
They've  been  swallowing  up  these  issues 
with  great  enthusiasm. 

The  most  significant — and  frequently 
overlooked — advantage  to  deep  discount 
and  zero  coupon  bonds  comes  on  the 
issuer's  tax  form.  Anthony  V.  Dub,  vice 
president  of  First  Boston,  the  firm  that 
underwrote  J.C.  Penney's  highly  success- 
ful zero  coupon  bond  as  well  as  several 
other  deep-discount  bonds,  explains: 
"Under  IRS  regulations,  the  issuer  amor- 
tizes the  original  issue  discount  over  the 
life  of  the  issue,  which  provides  a  tax 
deduction  even  though  no  interest  is  ac- 
tually paid. 

What's  more,  a  company  may  actually 
pay  less  interest  over  time  than  it  would 
with  conventional  issues.  For  example, 
with  Penney's  zero  coupon  issue,  accord- 
ing to  Dub,  "If  they  had  done  a  standard 
eight-year  offering,  they  would  have  paid 
14.9%.  This  paid  14.25%.  Add  to  that 
the  tax  benefits  and  it  was  a  real  cost  to 
Penney  of  13.6%." 

Penney's  Kenneth  S.  Axelson,  senior 
vice  president  of  finance,  smiles  broadly 
when  he  talks  about  those  numbers. 
"This  turned  out  to  be  extraordinarily 
attractive  for  us,"  he  says. 

If  such  an  issue  is  so  attractive  to  com- 
panies, mightn't  hundreds  of  firms  jump 
in,  glutting  the  market?  Probably  not. 
There's  certainly  one  control  over  the 
size  of  the  market  in  that  only  top-rated 
firms  are  going  to  sell  any  of  these  issues. 
Would  you  want  to  trust  a  shaky  firm  to 
collect  your  interest  payments  for  you 
and  have  them  all  in  hand  8 — or  30 — 
years  from  now? 

But  while  it's  clear  that  these  new 
issues  can  be  great  for  issuers,  why  would 
any  pension  fund  buy  a  financial  instru- 
ment that  takes  years  to  pay  a  penny — 
and  then  pays  less  than  other  alterna- 
tives? Two  reasons. 

First,  guaranteed  reinvestment  return. 
Zero  coupon  bonds  provide  absolute  pro- 
tection against  volatile  interest  rates  that 
can  play  havoc  with  pension  fund  rein- 
vestment plans.  As  any  bond  investor 
knows,  you  can  not  get  the  total  return  on 
a  bond  unless  you  can  reinvest  all  the  in- 
terest at  the  same  rate  over  the  entire 
period.  If  you've  got  a  14%,  30-year  bond, 
and  after  5  years  interest  rates  drop  to 
10%,  you  are  not  going  to  get  that  14% 
return  on  your  entire  investment  over  the 
30  years. 


But  with  zero  coupon  bonds  you  1 
guaranteed  return.  "The  advantage 
investor,"  says  H.  Fred  Krimend 
partner  with  Goldman,  Sachs,  whic 
the  first  deep  discount  new  issu 
knowing  in  advance  at  what  rat 
money  is  going  to  be  reinvested.' 
ticularly  for  pension  funds,  which 
want  a  guaranteed  matching  of  out 
and  income,  that's  a  very  helpful 
factor — certainly  worth  sacrificing 
tie  interest  for. 

Second,  call  protection.  In  ge 
there's  no  gain  for  a  company  in  c 
the  bond  before  maturity,  since 
don't  save  any  interest  and  only  h; 
prepay  a  lot  of  cash. 

One  added  benefit  to  institutior 
vestors  is  that  buying  these  bond 
mits  them  to  cook  their  books  a 
you  have  some  bonds  you  want  to  g 
of  but  are  afraid  to  book  the  loss,  yc 
swap  them  for  no-interest  or  low 
est  deep  discount  bonds  without  h 
to  write  down  your  assets. 

So,  you  say,  if  these  bonds  are 
nifty  little  numbers,  what  took  th 
long  to  burst  upon  the  scene?  The  f 
zero  coupon  bonds  aren't  really  a 
new  idea.  They  were  first  cone 
about  eight  years  ago  when  inc: 
quantities  of  money  started  flow: 
the  Middle  East  in  exchange  for  oil 
worried  investment  houses,  since  i 
in  the  Koran  that  interest  is  prohi 
How  to  sell  those  Moslems  bonds- 
not  zero  coupon  bonds?  But  just  . 
idea  got  rolling,  religious  experts 
Middle  East  found  loopholes  in  the 
to  deny  that  those  dollars  you  get 
year  from  bonds  are  interest.  Zer< 
pon  bonds  went  back  on  the  shelf. 

Off  the  shelf  they  came  when 
term  bonds  became  hard  to 
any  price.  The  bond  sal 
needed  a  gimmick  and  here  it  was 
Says  Goldman,  Sachs  partner  Kr 
dahl,  "We  talked  to  about  200  com 
and  they  were  all  nervous.  Many 
close  but  backed  off.  To  the  ere 
Martin  Marietta,  they  did  it.  It  1 
out  that  it  was  a  better  deal  th. 
expected.  We  initially  put  out  a  fai 
ue  of  $  1 50  million  but  there  was  so 
interest  shown  that  we  put  out 
million  [public  price:  $94.2  millioi 
It  was  only  a  matter  of  time  for 
one  to  go  for  "the  ultimate,"  a; 
Boston's  Dub  calls  it,  and  try  a 
zero  coupon  bond.  But  we  can  oi 
peat  Ben  Weberman's  warning  (A 
and  May  1 1)  for  individual  invest 
shun  these  bonds  like  the  plague, 
are  dumb  enough  to  buy  them,  In 
Revenue  is  going  to  make  you  pa> 
on  money  you  haven't  received — t 
ferral  in  painful  reverse.  And  don't 
you  can  put  one  over  on  Uncle  1 
reporting  the  item:  Internal  Reve 
requiring  the  issuer  to  file  a  littlt 
that  puts  you  right  on  the  hook 
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WE'RE  KNOWN 
EVERYWHERE  THERE  IS  OIL 
UT  NOT  EVERYWHERE  THERE  ARE  INVESTORS. 


When  a  drill  bit  bites  into  soil  frozen  rock  hard 
in  Alaska...  NL  is  there.  Underneath  the  North  Sea 
off  the  coast  of  Scotland...  NL  is  there  too. 

In  fact,  NL  petroleum  products  and  services 
□re  known  all  over  the  world— everywhere  there 
is  oil.  A  fact  that  isn't  known  everywhere  right 
here  at  home. 

NL  is  now  one  of  the  top  five  petroleum  serv- 
ices companies  in  the  country  and  we're  still  grow- 
ing. NL's  petroleum  services  operations  have  set 
sales  and  earnings  records  for  four  straight  years. 


In  1980,  sales  from  NL  Petroleum  Services 
increased  so  fast  they  topped  one  and  one 
quarter  billion  dollars.  Petroleum  services  accounted 
for  almost  75%  of  NL's  operating  profit. 

This  is  a  major  reason  why  NL  Industries 
income  rose  30%  in  both  1978  and  1979.  In  1980 
NL's  income  increased  another  46%  and  total  sales 
exceeded  two  billion  dollars. 

Now  you  know  what  they  know  from  the 
North  Slope  to  the  North  Sea.  In  a  high  perform- 
ance business,  NL  has  outperformed  the  field. 


N  Industries 

1230  Avenue  of  the  Americas,  New  York,  New  York  10020 


They're  looking  at  the  beginning  of  the  end  for  production  line  paper  w 


Computerization  has  dramatically  changed  the 
way  information  is  being  handled.  And  the  key  to 
putting  computer  power  where  the  action  is— 
virtually  eliminating  the  need  for  paper  work- 
is  the  ubiquitous  computer  terminal. 

At  Galion  Manufacturing  Division,  Dresser 
Industries,  a  leading  manufacturer  of  construction 
equipment,  a  system  of  Raytheon  PTS  2000  pro- 
grammable terminals  is  delivering  vital  parts 
inventory  and  flow  data  directly  to  the  production 
line.  Right  where  the  decisions  are  made. 


Its  part  of  a  long-range  plan  to  fully 
computerize  operations  at  Galion.  where  the 
terminal  is  fast  becoming  as  essential  as  the  te 
phone.  And  the  logical  replacement  for 
cumbersome  paper  records. 

In  a  wide  range  of  business  applications  l 
include  manufacturing,  distribution,  transpor 
tion,  insurance,  finance,  and  government. 
Raytheon  terminals  are  helping  people  use  inf 
tion  more  quickly  and  more  efficiently.  So  it's 
surprising  that  Raytheon  Data  Systems  has  be 


largest  independent  supplier  of  computer 
linals  in  the  U.S. 

Yet  terminals  are  only  part  of  what  Raytheon 
5  in  the  field  of  information  handling.  For 
nple,  our  word  processing  equipment  is  bring- 
lew  efficiency  and  flexibility  to  office 
;edures  throughout  industry.  And  when  you 
our  experience  in  distributed  processing 
sms,  minicomputers,  and  telecommunications, 
understand  why  Raytheon  Data  Systems  is 
ily  positioned  in  this  rapidly  growing  industry. 


Raytheon... a  $5  billion  company  in 
electronics,  aviation,  appliances,  energy, 
construction,  and  publishing.  For  copies  of 
our  latest  financial  reports,  please  write 
Raytheon  Company,  Public  Relations,  141  Spring 
Street,  Lexington,  Massachusetts  02173. 


Faces 

BehindThe  Figures 


Hdited  by  Jefferson  ( irigsby 

Still  all  in  the  family? 

The  Japanese  arc  past  masters  of  protec- 
tionism by  red  tape,  and  the  same  pat- 
tern is  beginning  to  emerge  in  the  much- 
heralded  "opening"  of  Nippon  Telegraph 
&  Telephone's  equipment  market  to 
American  manufacturers. 

After  years  of  U.S.  government  pres- 
sure, the  $15.4  billion  (sales)  Japanese 
telecommunications  monopoly  in  De- 
cember agreed  to  give  the  Americans  a 
crack  at  the  $3  billion  it  spends  on  equip- 
ment every  year.  U.S.  companies  also 
will  be  able  to  sell  (with  NTT's  approval) 
electronic  gear  to  Japanese  companies 
that  can  be  hooked  into  NTT's  lines. 

NTT  even  dispatched  Haruo  Yamagu- 
chi,  an  amiable  senior  managing  direc- 
tor, to  the  U.S.  to  give  advice  to  compa- 
nies like  Rockwell  International,  TRW, 
Motorola  and  General  Telephone  &  Elec- 
tronics. "Market  access  is  there  if  the 
requirements  are  met,"  he  says.  "The 
U.S.  has  the  technology  and  there  are 
enough  companies  who  can  meet  our 
technical  requirements." 

Trouble  is,  so  far  a  lot  of  those  require- 
ments don't  seem  to  have  much  to  do 
with  technical  capability.  NTT  has  al- 
ready asked  for  the  kind  of  information 
U.S.  companies  guard  jealously — produc- 
tion costs,  for  example,  and  market- 
share  figures.  Rolm  Corp.,  which  would 
like  to  sell  its  private  PBXs  to  Japan,  was 


shocked  to  find  NTT  asking  for  designs 
of  its  software — ostensibly  to  determine 
whether  it  could  meet  "quality"  stan- 
dards. "We  would  never  give  them  that," 
says  Wolfgang  Schwarz,  Rolm's  general 
manager  for  its  international  division. 
"That  software  is  probably  our  most  im- 
portant asset." 

Over  90%  of  what  NTT  now  buys 
comes  from  the  closely  knit  "NTT  fam- 
ily"— a  handful  of  Japanese  companies 
like  Nippon  Electric,  Hitachi  and  Fu- 
jitsu— and  it  won't  be  easy  to  get  into 
this  family.  Only  about  20%  of  NTT's 
procurement  budget  will  be  up  for  open 
bidding — little  of  it  the  high-technology 
products  the  U.S.  really  wanted;  the 
high-tech  stuff  must  be  developed  jointly 
with  NTT  once  it  has  approved  a  com- 
pany. "We  want  to  establish  the  same 
mutual  confidence  with  the  U.S.  compa- 
nies that  we  have  with  Japanese  compa- 
nies," says  Yamaguchi.  But  confidence 
on  this  side  of  the  ocean  is  not  running 
very  high. — Kathleen  K.  Wiegner 

Time  to  specialize 

Investment  bankers  and  brokerage 
houses  are  among  the  hottest  targets 
around  these  days  (see  p.  100),  but  so  far 
the  acquirers  have  usually  been  financial 
institutions.  But  when  the  Bechtel  fam- 
ily, which  controls  San  Francisco's  Bech- 
tel Group,  the  $7.6  billion  (sales)  engi- 
neering and  construction  giant,  buys  ma- 
jority interest  in  New  York's  150-year- 
old  Dillon,  Reed  &  Co.  in  June,  it  will  be 
the  first  time  an  industrial  empire  has 
joined  the  current  wave  of  Wall  Street 
mergers  and  acquisitions. 

"The  finance  of  big  construction  proj- 
ects is  critical,"  says  Bechtel  President 
George  Shultz.  "Already  we  were  in  on 
the  study  and  development  of  the  financ- 


Yamaguchi  of  NTT 
The  same  old  pattern. 


Bechtel  President  George  Shultz 
The  ex-Treasury  Secretaries  club. 


ing,  so  our  association  with  Dillorj 
will  be  helpful." 

Considering  that  last  year  I 
booked  $  1 1 .3  billion  in  new  work 
for  such  heavy-construction  proj4 
power  plants  and  oil  refineries,  Be 
association  ought  to  be  more  thar 
ful  to  Dillon,  Reed,  too.  But  Shul 
has  something  else  in  mind:  specid 
Says  he:  "With  larger  and  larger  fuj 
houses  providing  wider  arrays  of 
cial  services,  there's  more  oppoi 
for  a  firm  that  concentrates  on  tra< 
al  investment  banking  services." 
the  kind  needed  by  Bechtel's  huge 
trial  clients,  who  raise  hundreds  o 
lions  of  dollars  annually. 

The  merger  merges  some  top  c 
tials:  Both  Shultz  and  Dillon,  Reed* 
aging  director,  C.  Douglas  Dillon, 
Treasury  Secretaries. — John  Merwin 

The  grand  stroke 

U.S.  Steel  has  had  a  flair  for  the 
financial  stroke  ever  since  J.R  IV 
and  Judge  Elbert  Gary  put  it  togel 
the  world's  first  billion-dollar  cc 
tion  80  years  ago.  The  company's! 
is  in  keeping  with  its  tradition:  th 
est  leveraged  lease  in  history.  If  it 
U.S.  Steel  Chairman  David  M.  Ro! 
will  finance — using  hardly  a  penny 
company's  money — a  $650  m 
600,000-ton-capacity  mill  in  Bii 
ham,  Ala.  to  produce  seamless  pi 
the  oil  and  gas  drilling  industry. 

"We're  amazed  at  the  number  c 
pie  who  have  difficulty  comprehe 
what  we've  done,"  says  Roderic 
those  people,  here's  how  it  will 
The  basic  structure  is  the  same 
monly  used  to  finance  things  lil 
cars,  barges  and  airplanes.  U.S.  Ste 
its  investment  banker,  Morgan  St 
are  currently  shopping  for  big  equ 
vestors  to  put  up  about  $225  mill 
return  for  investment  tax  credits, 
ciation,  interest  deductions  an 
mill's  residual  value;  and  for  lend 
provide  the  rest  through  a  10-year  II 
the  equity  holders  at  market  rate: 
Steel  will  lease  the  plant  for  10  yea 
cost  equivalent  to  6%  to  7%  i 
(then  for  a  subsequent  15  years  at 
tance).  That's  a  shade  over  half  the 
it  borrowed  directly,  of  course — an 
Steel  gets  to  take  the  bulk  of  its 
payment  tax  deductions  several 
out — after  it  has  used  up  all  the  ca 
wards  from  its  $809  million  1979 
closings. 

But  the  best  part  is  a  couple  o 
wrinkles:  Roderick  won't  pay  the  rt 
the  first  ten  years;  his  customers 
U.S.  Steel  has  negotiated  ten-yea 
tracts  with  a  group  of  oilmen  (incl 
U.S.  Steel's  oil  service  subsidiary)  i 
just  over  half  the  plant's  capacity 
year.  These  customers  will  set  aside 
20%  of  their  pipe  bills  to  repay  the . 
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More  and  more  tails  to  tell. 


ading  left  to  right,  top  to  bottom 

jth  African  Airways  Scandinavian  Airlines  System 

izeiro.do  Sul  Singapore  Airlines  Garuda  Indonesian  Airways 

lippine  Airlines  Korean  Airlines  Air  France 

cistan  International  Airlines  Lufthansa 

\A  Royal  Dutch  Airlines  Toa  Domestic  Airlines  -  Eastern  Airlines 

Inter  Hapag-Lloyd  -  Thai  Airways  International 

lan  Airlines  •  Olympic  Airways  Iran  Air  Alitalia  Iberia  Swissair 

/ptair  Trans  European  Airways  Sabena  Air  Afrique 

laysian  Airline  System  Laker  Airways 

is  Australia  Airlines  Martinair  British  Caledonian  Tunis  Air 

;trian  Airlines  Kuwait  Airways  Corporation 

ig  Brazilian  Airlines  VASP  (Sao  Paulo)  Saudi  Arabian  Airlines 


Airbus  Industrie 


Roderick  of  U.S.  Steel 

Maybe  it's  hard  to  understand,  but  it's 

directly.  And  to  sweeten  their  deal,  the 
customers  can  double  their  base  pur- 
chases during  the  first  five  years  while 
still  paying  the  lender  over  ten  years. 

"Using  our  customers'  credit  leaves 
our  borrowing  capacity  and  SI. 6  billion 
cash  reserves  intact,  so  we  can  do  some 
things  we  couldn't  otherwise,"  says  Rod- 
erick, a  5 6 -year-old  former  chief  finan- 
cial officer  for  U.S.  Steel  who  worked  his 
way  up  through  the  accounting  depart 
ment.  He  has  a  $1 .2  billion  capital  budget 
this  year  and  even  more  the  next  to 
modernize  slow  growing  steel  lines  and 
expand  capacity  in  more  profitable  and 
faster-growing  businesses — chemicals, 
heavy  manufacturing,  energy  and  trans- 
portation Roderick  is  also  on  the  look 
out  for  an  acquisition  or  two,  but  unlike 
some  other  industrial  giants,  he  isn't 
eyeing  a  brokerage  outfit.  "Finance,"  he- 
says  with  a  twinkle,  "isn't  our  area  of 
expertise." — Newcomb  Still  will 

Au  revoir  but  not  farewell 

When  Comptroller  of  the  Currency  John 
Heimann  packed  his  bags  and  left  Wash- 
ington this  month,  he  was  one  of  the  last 
Carter  appointees  to  get  out  of  town. 
Why?  "It  seemed  good  manners  to  stay 
until  they'd  had  a  t  nance  to  sort  out  the 
other  problems."  But,  says  Heimann, 
"six  years  is  a  long  time  to  be  in  govern- 
ment. It's  time  to  go  home." 

Home  for  Heimann,  52,  is  New  York, 
where  he  probably  will  go  hack  to  invest- 
ment banking.  He  worked  tor  Smith  Bar- 
ney and  E.M.  Warburg,  Pine  us  (is.  Co.  for 
20  years  before  going  into  public  service 
in  1975  as  New  York  State  Supennten- 
dent  of  Banks,  then  served  stuns  on  the 
New  York  State  Division  of  I  lousing  and 
Community  Renewal  and  the  New  York 


right  in  the  tradition. 

State  Banking  Board.  President 
appointed   him  comptroller 


Carter 
in  1977, 

where  he  was  perhaps  best  known  for 
investigating i affaire  Bert  Lance. 

Heimann  was  one  of  those  bureaucrats 
pressing  for  modernization  of  the  bank- 
ing system.  It's  archaic,  he  says:  "The 
financial  industry  has  been  segmented 
by  statute;  the  market  has  changed  dra- 
matically and  the  laws  haven't."  Change- 
is  overdue,  he  says,  in  all  three  categories 
of  financial  regulation:  interest-rate  ceil- 
ings imposed  by  Regulation  Q,  which  arc 
already  being  phased  out;  the  ban  on 
interstate  branch  banking;  and  the  bar- 


l-ormer  Comptroller  John  Heimann 
Six  years  was  long  enough. 
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rars  that  permit  nonbank  compc 
like  brokerage  houses  to  offer  pre 
and  services  banks  can't. 

A  successor  had  not  been  nam 
Forbes  went  to  press,  but  Washij 
may  not  have  seen  the  last  of  Johr 
mann.  "I  think  public  service  is  i 
noble  cause,"  says  he.  "I  believe  i 
system  in  which  people  go  into  | 
service  and  then  back  to  the  priva! 
tor.  And  then  maybe  back  to  the  | 
Sector." — Jane  Carmithael 

A  little  bounce 

It  wasn't  much — $7.6  million  on 
million  in  sales  in  this  year's  first 
ter,  or  a  net  margin  of  1.4%.  But 
loseph  Flannery  of  Uniroyal,  the  nil 
fourth-largest  tiremaker,  won't  sec 
After  a  two-year  torrent  of  red 
including  a  $120  million  loss  in  1 
that  tiny  profit  represents  the 
straight  quarter  in  the  black,  the 
since  Flannery  took  over  early  last 
and  the  best  Uniroyal  has  had  since 
1978.  "You  can't  assume  everyth 
marvelous,"  he  says  wearily.  "B 
least  we've  got  some  breathing  rooi 
He's  still  got  plenty  of  problems, 
en  to  the  wall  in  the  1970s,  by  dec! 
auto  sales  and  increasing  energy 
Uniroyal  still  has  $600  million  in  i 
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nunnery  of  I  nimval 

It's  nice  to  have  some  breathing  n 
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All  you  need  when  you  need  to  straighten  out 
your  trip.  In  English. 


You  need  someone  who  not  only  understands  English,  but 
also  someone  who  understands  your  travel  problems.  And 
that's  exactly  who  you'll  find  at  the  more  than  1,000  Travel 
Service  Offices  of  American  Express  Company,  its  subsidiaries 
and  Representatives  around  the  world  They  know  how  to 
untangle  a  snarled  itinerary.  To  get  you  emergency  funds  with 
the  Card.  To  replace  a  lost  Card,  fast  The  only  card  with  all 
the  resources  and  people  of  American  Express  to  help 
you  at  home  and  abroad  The  American  ExpressCard 
Don't  leave  home  without  it. 


dunghouse 
r#ople  Mover  technology 
gets  you  through  the  world's  largest  airport 
in  less  than  5  minutes. 


Beneath  Atlanta's  new  airport,  a  totally  automated 
Westinghouse  transportation  system 
provides  reliable  service 
every  96  seconds. 


tinghouse  technology  is  quietly 
efficiently  speeding  over  11,000 
Vers  an  hour  between  Atlanta's 
i  terminal  and  four  parallel  con- 
ses.  Even  if  you  are  in  D  con- 
se,  over  a  mile  from  the  main 
linal,  you're  never  more  than 
minutes  from  any  other  loca- 

ectronic  sensors  located 
ughout  the  microprocessor- 
d  system  feed  computer  data 
an  on-site  control  room  for  reli- 
,  safe  operation.  And  trained 
tinghouse  maintenance  engi- 
s  are  on  duty  around  the  clock 
?ep  the  system  performing  reli- 
and  you  moving  productively. 


Westinghouse  People  Mover  sys- 
tems powered  by  electricity  are 
transporting  millions  of  people 
each  year,  all  around  the  world. 
They  represent  one  of  the  many 
ways  in  which  Westinghouse  is  ap- 
plying present  technologies  and 
developing  new  ones  to  help  Amer- 
ica in  such  key  areas  as  transporta- 
tion, national  security,  productivity 
and  energy. 


g)  Westinghouse 

A  powerful  part  of  your  life 


American  Hospital  Supply  Corp.  's  Bays 

A  one-stop  shopping  center  far  those  materials  managers. 


$100  million  more  than  equity — and 
$500  million  in  unfunded  pension  liabili- 
ties. Negotiations  are  coming  up  next 
year  with  the  battered  but  unbowed 
United  Rubber  Workers,  who  grudgingly 
agreed  to  $10  million  in  give-backs  in 
each  of  the  last  two  years  but  may  not  be 
as  agreeable  now.  Still,  three  quarters  in 
the  black  after  five  in  the  red  helps. 

It  required  some  painful  measures. 
Says  Flannery,  49,  a  22-year  career  man 
at  Uniroyal,  "1980  was  very  tough."  Two 
major  tire  plants  closed,  7,000  employees 
were  laid  off  or  fired  and  the  tire  product 
line  was  reduced  by  one-third.  Now,  Uni- 
royal's  portion  of  the  original-equipment 
market  has  expanded  as  its  biggest  cus- 
tomer, GM,  takes  up  more  of  the  shrink- 
ing auto  market.  That's  welcome  but 
hardly  planned,  Flannery  says:  "We  can't 
look  for  accolades  in  that." 

With  his  $1.1  billion  (sales)  tire  divi- 
sion looking  better,  Flannery  wants  to 
start  on  Uniroyal's  growing  chemical, 
rubber  and  plastics  segments,  now  over 
20%  of  sales,  where  pretax  profits  have 
risen  almost  50%,  to  $103  million,  since 
1978.  In  fact,  Flannery  thinks  these  busi- 
nesses will  surpass  tires  in  sales  within 
five  years;  he's  putting  60%  of  this  year's 
$100  million  capital  spending  budget 
into  chemicals  alone. — Van  Wallach 

The  health  store 

Back  in  the  early  Seventies  Karl  D.  Bays' 
vision  of  multihospital  conglomerates 
and  "mergers  of  medicine  and  manage- 
ment" seemed  pretty  far  out.  "The  pur- 
chasing agent  in  hospitals  in  those  days 
was  not  a  very  sophisticated  guy,"  he 
says.  But  in  the  last  decade  or  so,  Bays 
has  made  believers  of  a  lot  of  people  as 
chairman  and  CEO  of  $2.3  billion  (sales) 


American  Hospital  Supply  Corp.  Under 
his  guidance  AHSC  has  had  16%  com- 
pounded annual  growth  in  sales  and  17% 
in  profits  since  1971. 

With  more  and  more  hospitals  join- 
ing together  to  benefit  from  economies 
of  scale  (Forbes,  Apr.  13 ),  a  purchasing 
agent — Bays  calls  them  "materials  man- 
agers"— can  be  buying  equipment  for  30 
hospitals  in  30  different  states.  That 
trend,  of  course,  is  largely  responsible 
for  AHSC  success,  and  Bays  counts  as 
his  company's  greatest  strength  its 
computerized     distribution  system, 


which  now  serves  3,400  hoj 
He  lapses  into  other  business 
from  time  to  time — AHSC  is  a  "oij 
shopping  center,"  he  says.  "Wfl 
once  described  as  the  Sears,  Roeb 
hospital  supplies,  but  I  don't  parti 
like  that.  We're  broader  than  that, 
he  took  over  in  1971,  AHSC  has  ac 
more  than  50  companies,  most  rt 
Abbey  Medical  Inc.— for  $38 
worth  of  AHSC  stock — which 
bought  to  move  into  the  growing 
health-care  market. 

Kentucky-born,  Bays  was  gra 
from  Eastern  Kentucky  College  ii 
and  got  into  health  care  three  yea: 
when  he  came  to  AHSC  as  a  sal« 
"The  kind  of  thing  that  really  tui 
on,"  he  says,  "is  when  you  know 
prolonging  someone's  life."  Th; 
keeping  up  that  17%  growth. — Ia> 


: 

The  unbalancing  acl 

When  Malcolm  Baldrige  took  ov 
vill  Manufacturing  in  1962,  it  v 
sentially  a  sleepy  New  England 
mill.  When  he  left  in  January  to  t 
Ronald  Reagan's  Secretary  of 
merce,  it  was  a  $900  million  cong 
ate.  His  successor,  though,  thinks 
tuning  up  is  needed.  "Mac  build 


ScoviU's  Andrews 

"I'm  not  sure  that's  the  direction  we  ought  to  continue. 


152 


FORBES,  MAY 


lQLst  FLOOR-The  deal  was  clinched  an 
hour  ago.  But  there's  no  need  to  rush 

.  f  I  through  the  snifter  of 

v         -        Grand  Marnier.  The 


A,  ^  ?  view  from  the  top  is 
%mmmr.        much  too  pleasing. 


What  time  today 
will  you  say, 
"Grand  Marnier" 


Product  of  France.  80  proof  €>  Carillon  importers,  Ltd..  New  York.  New  York  10111 


GPU  negotiator  T.  Ludlow  Ashley 
Look  on  the  bright  side. 


States.  The  Chinese  are  more  sensible." 
Business  regulation?  Hong  Kong's  gov- 
ernment policy,  he  says,  "has  been  posi- 
tive nonintervention.  Wise  men  don't 
change  successful  policies." 

In  the  eyes  of  many  a  businessman, 
the  colony  is  already  beginning  to  look  a 
little  like  a  welfare  state.  Government 
spending  this  year  may  reach  22.4%  of 
gross  domestic  product,  compared  with 
15%  seven  years  ago  (when  Swire  was 
enjoying  some  of  its  headiest  growth). 

Why  did  the  leopard  change  his  spots? 
"A  [foolish]  consistency  is  the  hobgoblin 
of  little  minds,"  Bremridge  intones, 
quoting  Ralph  Waldo  Emerson.  "Life 
moves  on.  Things  change." — Barbara  Ellis 

Brother,  can  you  spare 
$1  billion? 

After  two  years,  General  Public  Utilities 
still  doesn't  know  where  to  come  up 
with  the  $1  billion  needed  to  clean  up  its 
Three  Mile  Island  nuclear  plant.  It  has 
however  come  up  with  some  high- 
powered,  and  high-priced,  talent  to  try  to 
raise  it — former  Ohio  Congressman 
Thomas  Ludlow  Ashley. 

The  veteran  Democrat,  who  represent- 
ed Ohio's  Ninth  District  for  26  years 
before  being  swept  out  in  the  Reagan 
landslide,  is  spending  six  months  trying 
to  put  together  a  $700  million  package  to 
help  finance  the  cleanup.  Ashley  is  being 
paid  $20,000  a  month,  more  than  GPU 
Chairman  William  G.  Kuhns,  who  gets 
$230,000  a  year. 

"It's  a  lot  of  money,  but  it's  about  what 
it  would  have  cost  us  to  hire  a  well- 
qualified  lawyer,"  says  Bernard  Cherry, 
GPU  vice  president  for  corporate  plan- 
ning. "We  were  at  a  total  impasse.  We 
needed  an  honest  broker  to  get  things 
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moving.  Lud  has  an  excellent  record  in 
resolving  complicated  energy  issues,  and 
he  was  a  major  player  in  creating  Cart- 
er's National  Energy  Act." 

If  Ashley  pulls  it  off,  it  may  be  money 
well  spent.  His  task  is  to  raise  the  $700 
million  from  the  nuclear  industry,  the  fed- 
eral government,  the  states  of  New  Jersey 
and  Pennsylvania  (where  the  holding 
company  operates  its  three  electric  utili- 
ties) and  GPU  itself.  The  remaining  $300 
million  will  come  from  GPU  insurance. 
Says  Ashley  hopefully:  "I  am  convinced 
we  can  put  together  a  package  within  six 
months — I  hope  sooner." — Paul  B.  Brown 

Down  the  rabbit  run? 

Is  Bob  Guccione  taking  Penthouse  Inter- 
national public  ?  Or  merely  suffering  from 
creeping  respectability?  Neither,  says 
Mark  Meagher,  49,  who  formally  resigned 
as  president  of  the  Washington  Post  Co. 
Jan.  5  and  came  to  Penthouse  last  month 
to  fill  the  newly  created  job  of  president 
and  chief  operating  officer.  "This  com- 
pany has  reached  the  point  where  it  needs 
a  full-time  professional  manager," 
Meagher  says.  "I'm  going  to  run  Bob's 
business  for  him — at  his  request." 

Penthouse,  probably  the  country's 
most  profitable  magazine,  brings  in 
$11  million  in  revenues  every  month. 
Can't  Guccione  sit  back  and  let  the 
money  roll  in,  particularly  since  he 
owns  Penthouse  International  lock, 
stock  and  barrel? 

As  it  turns  out,  though,  there  are  a  few 
things  to  occupy  Meagher's  attention. 
One  is  the  planned  $175  million  Pent- 
house hotel-casino  in  Atlantic  City,  for 
which  Guccione  will  need  financing  and 
thus  Meagher's  credentials.  Penthouse's 
gaming  license  probably  won't  be  ob- 
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tained  without  difficulty;  allega 
have  been  made  that  the  company 
links  to  organized  crime.  Meagher  si 
isn't  so:  "I  spent  a  month  talkir 
people  before  I  took  this  job,  and 
say  the  man's  clean." 

Too,  while  Penthouse  magazine's  a 
lation  stands  at  a  healthy  4.3  millia 
lineage  was  down  8%  through  J 
while  archrival  Playboy's  was  up  2% . 
Meagher:  "People  go  out  and  plunk « 
$2.50  for  Penthouse  every  month.  Pic 
is  still  half  subscription  and  it's  be< 
an  advertiser's  medium."  Of  ccj 
that's  the  name  of  the  magazine  g 
and  if  pressed,  Meagher  concede 
"Sure,  I'm  jealous  of  their  advert 
revenues,  but  by  God  we're  going  to< 
both  ads  and  circulation." 

Guccione  also  has  just  launched  C 
Productions  International  (named  fc 
three-year-old  futurist  magazine,  w 
outside  skeptics  to  the  contrary, 
house  claims  broke  into  the  black  w 
its  first  year).  Omni  Productions  will 
duce  a  TV  science  series  this  fall.  Ini 
Guccione  seems  to  be  traveling  the 
pire-building  road  Playboy's  1 
Hefner  took  a  decade  or  so  ago.  Thei 
pitfalls  down  that  road,  as  Hefnei 
learned.  So  Meagher's  services 
needed. — barbara  Rudolph 


Personal 
Affairs 


Jited  By  William  G.  Flanagan 

Bogus  degrees 

ere  has  been  a  lot  of  clucking  in 
jrporate,  government  and  media 
rcles  lately  over  the  Janet  Cooke 

the  Washington  Post.  After  all, 
has  ground  a  lot  of  pepper  into  a 
res  over  the  years.  But  there  is  a 
essage  in  Postscam  for  anyone 
;s  any  hiring:  Beware  the  attrac- 
iime.  The  manufacture  of  bogus 
ic  credentials  is  a  problem  of 
;  proportions,  from  which  no 
y  or  institution  is  immune, 
t  an  idea  of  how  widespread  the 
i  is,  what  companies  and  schools 
g  about  it,  and  how  to  con 
Forbes  spoke  to  educa- 
idhunters,  company  per- 
executives  and  others. 
:  some  findings. 

difficulties  and  pressures 
eople  face  in  beginning  their  ca- 
nd  the  weight  given  to  certain 
and  schools,  are  making  liars  out 
icreasing  number  of  job  apph- 
rhe  M.B.A.  degree,  the  high 
tint  average,  the  Ivy  League  de- 
1  do,  indeed,  influence  employ- 
should  be  looked  at  carefully. 
M.B.A.  is  the  most  questionable 
al  in  a  resume,"  says  Carl  Menk, 
Lt  of  Boyden  Associates,  a  New 
:ruiting  firm.  Boyden,  like  many 
lg  firms,  will  routinely  check 
redentials  even  if  the  client 
specifically  ask,  although  it  may 
:k  out  some  other  academic  de- 
'With  senior-level  people,  the 
cord  is  far  more  important  than 
lemic  credentials,"  says  Menk. 
plicants  are  aware  that  the  better 
g  the  credential,  the  greater  the 
3d  it  will  be  checked.  "Most 
legrees  people  put  down  on  re- 
are  not  from  the  prestigious 

but  the  more  obscure,  East  Po- 
iriety,"  says  William  Battalia, 
it  of  Battalia  &  Associates,  an- 
:ad-hunting  firm.  "The  assump- 
you  aren't  going  to  check  the 
school  about  the  degree,  whereas 
vard  M.B.A.  screams  out  to  be 

ia  also  notes  that  there  is  more 
dency  toward  "embellishment" 
tright  manufacture  of  degrees, 
ight  put  down  that  you  were  in 
10%  of  the  class  on  the  assump- 
it  no  one  would  check  it,  and 
!  right.  It  is  hard  to  check  some- 


thing like  that — certainly  not  just  over 
the  phone.  But  beyond  entry  level,  the 
value  of  such  things  fades." 

•  A  lot  more  checking  of  academic 
credentials  is  going  on  now  and  a  lot 
more  is  likely  to  come.  "I  would  guess 
that  80%  of  all  major  companies  verify 
what  is  on  a  resume,"  says  Ron  Pilenzo, 
president  of  the  American  Society  for 
Personnel  Administration. 

Some  companies  are  using  outside  ser- 
vices to  check  the  credentials  of  people 
they  actually  hire  (not  of  all  applicants 
they  interview,  however).  One  such  firm 
is  the  National  Credential  Verification 
Service,  in  Minneapolis.  "Our  staff  is 
well  trained,  especially  in  the  cases  of 
false  degrees,"  notes  Megan  Maloney, 
sales  director.  "Some  colleges  give  you 
the  opportunity  to  cross-check  through 
years  of  attendance,  or  even  by  Social 
Security  number.  If  we  cannot  confirm  a 
degree,  we  notify  the  company,  not  the 
individual." 

Rarely  does  a  company  have  to  force 
an  individual  to  resign  if  he  lied  on  his 
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resume.  "We've  only  had  one  case  here," 
says  Jay  Murray,  manager  of  human  re- 
source development  and  recruitment  of 
Johns-Manville,  in  Denver.  "It's  usually 
the  performance  that  shows.  Someone 
just  can't  do  what  he  or  she  should,  based 
on  the  degree." 

But  firing  isn't  inevitable.  "You  may 
have  a  situation  where  someone  is  fully 
qualified,  but  dropped  out  of  college  be- 
cause of  family,  money,  whatever,  but 
has  picked  up  the  equivalent  amount  of 
training,"  says  Murray.  "We  do  have  tu- 
ition aid,  and  sometimes  there  is  room 
for  negotiation." 

Many  companies,  however,  require  ap- 
plicants to  sign  statements  on  their  job 
applications  that  any  false  information  is 
grounds  for  dismissal.  Aware  of  this, 
when  caught,  the  employees  resign. 
"Companies  often  feel  they  cannot  keep 
a  person  because  of  that  breach  of  con- 
tract," says  Murray. 

•  Colleges  welcome  checking  despite 
the  headaches  it  spells,  because  they 
need  to  protect  the  integrity  of  their  de- 
grees. (Alumni  associations  tend  to  be  a 
bit  more  flexible,  however,  especially 
with  famous  near-alumni.)  "We  encour- 


age companies  to  inquire  about  Stanford 
degrees  on  applications  they  get,"  says 
Robert  Houghton,  associate  registrar  at 
Stanford.  "And  more  and  more  compa- 
nies are  doing  it  all  the  time." 

Yet  colleges  have  to  be  careful  about 
how  they  verify  credentials.  An  error 
could  cost  a  job  to  an  applicant  who  is  a 
bona  fide  alumnus. 

"We  try  to  give  the  benefit  of  the 
doubt  to  the  candidate,"  says  a  spokes- 
man for  the  University  of  Wisconsin, 
Madison.  "We  don't  want  someone 
claiming  he  lost  a  position  because  of  a 
misunderstanding  in  checking  his  or  her 
records." 

To  that  end,  many  schools  are  reluc- 
tant to  give  out  information  over  the 
phone.  Columbia,  for  example,  will  only 
answer  inquiries  written  on  company 
stationery  and  insists  that  the  company 
state  the  purpose  for  seeking  the  infor- 
mation. A  full  transcript  requires  the 
alumnus'  signature — a  practice  at  many 
schools. 

Colleges  almost  never  bring  action 
against  people  who  falsely  claim 
degrees.  A  school  may  ask  the 
company  for  the  name  and  ad- 
dress of  a  bogus  applicant,  then 
write  to  him  or  her  that  "someone 
has  been  inquiring  about  your  having 
a  degree  at  our  university  and  we  have  no 
record  of  it." 

So  far,  that's  about  all  the  action  most 
schools  will  take.  "No  legal  action  has 
yet  been  taken  by  Stanford  against  any- 
one posing  with  a  Stanford  degree,"  says 
Houghton.  "But  we're  presently  discuss- 
ing such  a  case,  to  get  a  court  to  stop 
someone  claiming  a  degree." 

"The  school  can't  go  after  all  the  indi- 
viduals who  claim  credentials  that  don't 
exist,"  says  a  spokesperson  from  Colum- 
bia. "We  must  get  five  or  six  a  week  on 
which  the  claims  are  false." 

•  Ironically,  the  bogus  degree  can  be 
most  damaging  to  an  individual  long 
after  it  has  lost  its  value.  "In  the  begin- 
ning of  a  career,  the  phony  degree  can  be 
a  plus  to  someone  who  didn't  go  to  a 
name  school,  or  maybe  didn't  graduate," 
says  Boyden's  Menk.  "But  as  the  years 
go  one,  the  measurement  is  on  what's 
accomplished.  So  the  padding  of  degrees 
makes  less  and  less  sense.  Middle  man- 
agers, 35  and  up,  are  fools  to  do  it.  The 
sad  case  is  the  guy  who  pads  early  in  his 
career  just  to  get  ahead.  Now  he's  50  and 
it  comes  out  he  never  went  to  the  school, 
and  there  is  a  big  scandal — after  he  has 
already  demonstrated  he  can  do  the  job." 

"We  knew  of  a  woman  with  ten  years' 
experience  in  a  major  package  goods 
company,"  says  Howard  Bratches,  a 
partner  of  Thorndike  Deland  Associates, 
a  recruiting  firm.  "She  was  an  admirable 
performer  but  probably  hadn't  finished 
high  school.  She  created  an  M.B.A.  The 
lie  was  caught  accidentally — she  was  not 
applying  for  a  job  elsewhere.  She  was  not 
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fired,  but  was  too  embarrassed  to  stay. 
Ten  years  down  the  drain." 

Company  size  has  little  to  do  with  the 
likelihood  it  will  check  all  credentials. 
General  Electric,  for  example,  does  little. 
"We  don't  really  need  to  check  creden- 
tials at  entry-level  campus  recruiting," 
says  a  GE  spokesman.  "They  have  to 
forward  a  transcript  at  the  interview.  As 
for  top  management,  except  in  rare 
cases,  we  grow  from  within.  The  vast 
majority  of  other  hires  are  in  the  hourly 
rate  ranks,  where  academic  degrees  don't 
have  to  be  checked.  The  in-between 
category  comes  from  agencies — those  we 
only  spot-check." 

Pilenzo,  of  the  American  Society  for 
Personnel  Administration,  cites  the  case 
of  one  billion-dollar  St.  Louis  company 
that  does  not  verify  claims  of  employees. 
"That's  amazing  to  me,  since  it  is  a 
highly  technical  organization  and  it  has  a 
large  manpower  department." 

•  The  truly  determined  academic  thief 
can  probably  get  away  with  it,  at  least 
initially.  Some  applicants  pore  over  year- 
books for  alumni  of  selected  schools  for 
graduates  with  the  same  name  and  age. 
One  personnel  executive  who  "wouldn't 
take  anyone's  word  for  anything,  not 
even  my  wife's,"  grudgingly  admires  the 
lengths  to  which  some  charlatans  will 
go.  "Claiming  a  degree  from  a  school 
that  no  longer  exists  is  so  simple  it's 
brilliant,"  he  admits. 

•  The  pressure  to  invent  or  embellish 
one's  academic  background  is  likely  to 
worsen.  "A  Harvard  M.B.A.  at  23  is  go- 
ing to  get  a  job  a  lot  quicker  and  make  a 
lot  more  money  in  a  hurry,"  notes  Batta- 
lia. "And  if  you  line  up  ten  guys,  and  nine 
are  from  Podunk  and  one  from  Harvard, 
you  can  bet  the  Harvard  guy  gets  the  job. 
But  15  years  from  now,  it  won't  make  a 
bit  of  difference." 

Indeed,  the  chief  executive  officer  of  a 
top  industrial  company  is  much  more 
likely  to  have  attended  a  midwestern 
school  than  one  in  the  Ivy  League.  A  study 
of  1,000  top  industrial  companies  some 
time  ago  showed  that  202  top  executives 
owed  allegiance  to  Ivy  League  undergrad- 
uate schools;  200  came  from  midwestern 
schools;  359  came  from  a  mixed  bag  of 
schools  around  the  country;  and  239  went 
to  schools  abroad  or  to  no  college  at  all. 

"For  companies  that  attach  a  lot  of 
significance  to  brand-name  schools  ver- 
sus digging  in  and  looking  at  a  total  cur- 
riculum," says  Murray  of  Johns-Man- 
villc,  "the  bogus  degrees  can  be  a  prob- 
lem. They  only  perpetuate  the  pressure. 


But  when  you  come  right  down  to  it,  it  is 
irrelevant  to  job  performance." 

Murray  offers  this  advice  if  you  your- 
self have  been  claiming  a  bogus  degree: 
"Just  come  and  'fess  up.  You'll  get  much 
better  treatment  as  a  result." 

Indeed,  there  appears  to  be  a  lot  of 
latent  sympathy  for  the  degree  thief  once 
he  has  been  exposed.  "Dr."  BOb  Harris,  a 
talented  weather  forecaster  on  New  York 
radio  and  television,  admitted  his  ad- 
vanced degrees  from  the  University  of 
Buffalo  were  phony.  He  was  quickly  out 
of  a  job.  But  almost  instantly  he  was 
rehired  by  other  stations;  today  he  is 
more  popular  than  ever. 

"fox-free  dividends 

Tax-favored  dividends  from  corpo- 
rations? It's  not  a  Reaganomic  no- 
tion but  a  long-standing  fact,  as 
investors  in  many  electric  utilities 
know.  The  reasons  are  complicated,  and 
have  to  do  with  utility  accounting  proce- 
dures. But  quite  a  few  electric  power 
companies,  and  some  other  corporations 
as  well,  pay  dividends  to  their  stock- 
holders that  are  tax-favored.  The  divi- 
dends are  considered  a  return  on  capital, 
and  so  are  tax-deferred. 

What  happens  in  practice  is  that  the 
stockholders  pay  only  a  partial  tax  or,  in 
some  cases,  no  tax  at  all  on  the  dividends 
received.  But  the  cost  basis  of  the  stock 
owned  is  reduced  by  the  value  of  the  tax 
deferral.  For  example,  let's  say  you  own 
100  shares  of  Plentya  Power,  priced  at 
$10  per  share.  It  pays  a  $1  dividend  this 
year,  which  is  100%  tax-deferred.  You 
pay  no  tax  on  the  $100  in  dividends.  But 
for  tax  purposes,  your  cost  basis  for  your 
stock  is  now  $900,  or  $9  per  share,  since 
you  have  received  a  "return  of  capital" 
amounting  to  $1  per  share.  If  the  stock  of 


Plentya  Power  should  go  to  11,  ai 
sell,  you  would  have  to  pay  taxe 
gain  of  $2  per  share,  not  the  $10  at 
you  purchased  the  stock. 

Each  year  the  list  of  companies  a 
extent  of  tax-favoring  vary.  But  J 
those  whose  1980  stock  dividend 
100%  tax-favored  are  the  following 
gor  Hydro  Electric,  Cleveland  Elec 
luminating,  Detroit  Edison,  Fairer1 
dustries,  General  Dynamics,  Glol 
&  Accident,  Green  Mountain  | 
Long  Island  Lighting,  Newport  El 
New  York  State  Electric  &.  GasJ 
Edison,  Pennsylvania  Power,  Peru 
nia  Power  &  Light,  Rochester  <j 
Electric,  Sundance  Oil,  Toledo 
and  Virginia  Electric  Power  Co. 

In  addition,  there  are  other  com 
whose  1980  dividends  are  substa 
tax-deferred,  including  some  vep 
electric  utilities:  Commonwealth 
(92%),  Middle  South  Utilities  1 
Portland  General  Electric  (63%), 
Service  Electric  &  Gas  (79%)  ar 
Diego  Gas  &  Electric  (95% ). 

For  an  updated  list  of  companii 
offer  fully  or  partially  tax-deferre 
dends,    write    Bache  Halsey 
Shields,  Inc.,  Dept.  PC,  Bache 
100  Gold  Street,  New  York,  N.Y. 

Into  the  air, 
junior  birdmen 

Picture  Icarus  with  a  motor 
teeth,  and  you  have  a  prettj 
idea  of  the  latest  trend  in 
yourself  flying.  Ultralight  plane  fl>i 
fers  the  weekend,  would-be  pilot  J 
the  purest  fun  of  flying,  but  withoi 
of  the  hassles  or  expense. 

You  don't  need  a  pilot's  license, 
formal  training  at  all,  to  take  off  le^L 
an  ultralight — it  is  really  a  moil 


Tfjey  call  it  a  Weedbopper,  a  bang  glider  with  an  engine 
For  $3,400  it's  your  chance  to  soar  with  the  eagles. 
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The  Possibilities  are  Endless. 
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<-mode  exposure  control.  The  Canon  A-1  is  one  of  the  exposure  modes  to  achieve  the  re- 

i  versatility  Newer  electronics  world's  most  advanced  automatic  suits  you  want: 
for  wider  applications          SLR  cameras. Combining  the  finest  in    f   Shutter- Priority:  You  select  the 
optical  and  mechanical  engineering      /    shutter  speed,  to  freeze  the  ac- 

with  the  most  sophisticated  elec-  tion  and  prevent  camera  shake  or 

tronics.it's  technology  applied  to  give  create  an  intentional  blur.  The  A-1 

you  the  ultimate  in  creative  control. At  automatically  selects  the  appropri- 

the  touch  of  a  button.  ate  lens  opening. 

Depending  on  your  subject,  you         Aperture- Priority:  Control  the 


can  choose  from  six  independent 
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tm.  area  in  focus  by  selecting  the 
lens  opening  for  the  effect  you  want. 
The  A-1  matches  with  the  right 
speed. 

3  Programmed:  When  you  need 
J  to  shoot  fast,  just  focus.  The 
A-1  will  select  both  speed  and  aper- 
i  ture  for  great  results. 

Stopped- Down:  For  extreme 
I  close-up  or  specialized  pho- 


I:::.. 


There  are  over  forty  fine  Canon 
lenses  ranging  from  Fish  Eye  to 
Super  Telephoto,  plus  accessories 


tography,  a  bellows,  a  microscope  or  t0  meet  every  need.  If  you  can't 


almost  anything  can  be  attached  to 
the  A-1 .  It's  still  automatic. 

Flash:  Totally  automatic  flash 
-J  photography,  of  course,  with  a 
wide  variety  of  Canon  Speedlites  to 
choose  from. 

S Manual:  Yes.  For  those  times 
when  you  absolutely  wantto 
do  it  all  yourself  to  experiment.  To 
explore  the  possibilities. 


photograph  your  subject  with  a 
Canon  A-1,  it  probably  can't  be 
photographed. 

From  the  sophistication  of  its 
LED  viewfinder  display,  to  a  rugged- 
ness  that  allows  up  to  five-frame- 
per-second  motor  drive,  the  Canon 
A-1  represents  an  incredible  tech- 
nology. At  a  price  that  makes 
owning  one  a  definite  possibility. 
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hang  glider.  And  while  you  won't  break 
any  speed  reeords  (most  ultralights  travel 
at  30  to  50  mph)  or  leave  any  contrails 
(most  planes  usually  fly  under  1 ,000  feet), 
you  won't  go  broke,  either.  A  brand  new, 
top-of-the-line  ultralight  costs  about 
$4,000.  And  they  are  very  gentle  on  gas. 
Indeed,  in  many  respects,  ultralights  are 
to  regular,  fixed-wing  aircraft  what  go- 
carts  are  to  passenger  cars. 

But  as  Icarus  discovered,  anytime  man 
takes  to  the  air,  there  can  be  hazards.  So 
it  is  with  ultralights.  And  the  trouble- 
begins  on  the  ground.  With  the  market 
so  unregulated  that  neither  licensing  nor 
plane  certification  is  yet  required,  a  num- 
ber of  kits  on  the  market  worry  some 
enthusiasts.  And  there  is  concern  that 
eventually  the  long  wing  of  the  FAA  may 
cover  the  fledgling  industry,  perhaps 
smothering  it. 

But  for  the  meantime,  at  least,  fans  are 
having  a  ball.  "Flying  an  ultralight  is  tru- 
ly flying,"  says  Michael  Markowski,  a 
Harrisburg,  Penna.  engineer.  "It's  not  a 
Cessna.  It's  something  the  average  guy 
can  touch,  feel  the  wind,  and  then  store 
in  his  garage.  It's  like  flying  through  the 
sky  in  a  chair." 

As  the  name  implies,  the  craft  on  aver- 
age weighs  a  scant  150  to  200  pounds  and 
consumes  an  average  of  only  three  gal- 
lons to  five  gallons  of  fuel  for  a  two-to- 
four-hour  ride.  And  you  don't  need  an 
airport  to  take  off. 

But  you  can't  take  it  up  every  day. 
Because  of  its  light  weight,  gusts,  cross 
winds  and  even  slightly  bad  weather  can 
be  especially  dangerous  to  ultralight 
flying.  When  there  are  winds  of  15  mph 
or  above,  it's  a  good  idea  to  head  for  the 
barn.  Similarly,  as  you  could  conceivably 
be  forced  to  set  down  because  of  engine 
failure,  it's  not  a  good  idea  to  fly  any- 
where near  large  bodies  of  water  or  popu- 
lation centers. 

But  on  a  clear,  windless  day,  owners 
maintain  that  soaring  above  desert  or 
prairie  in  an  ultralight  offers  exhilaration 
that  cannot  be  matched  in  a  general  avi- 
ation plane. 

But  note:  Ultralights  are  still  aircraft 
and  they  are  therefore  bound  by  the  same 
rules  of  the  air — the  way,  say,  that  bicy- 
cles are  bound  by  traffic  laws.  So  flying 
near  airports,  or  creating  a  low-flying 
nuisance  in  the  city  or  suburbs  will  get 
you  grounded  just  as  quickly  as  if  you 
have  been  flying  a  Piper.  Even  now,  the 
FAA  is  drawing  up  guidelines  for  where 
and  when  ultralights  may  operate.  In 
fact,  the  FAA  notified  at  least  one  manu- 


facturer that  his  models  appear  to  be 
more  plane  than  ultralight  and  might  re- 
quire FAA  certification. 

Indeed,  ultralights  are  used  for  more 
than  joyriding.  Farmers  find  them  very 
useful  for  checking  crops,  fences,  count- 
ing herds  and  other  chores  that  would 
take  a  lot  longer  by  pickup  truck. 

While  no  formal  flight  training  is  nec- 
essary to  take  off  in  an  ultralight,  it 
would  be  foolhardy  simply  to  buy  your 
plane,  read  the  instruction  manual  and 
take  for  the  skies.  It  takes  a  great  deal  of 
skill  to  get  the  hang  of  it.  John  Chotia,  of 
Weedhopper  of  Utah,  Inc.,  one  of  the 
pioneer  ultralight  manufacturers,  insists: 
"The  toughest  people  to  train  are  profes- 
sional pilots.  They  are  concerned  more 
about  speed  than  about  winds  and 
weather  conditions." 

Most  dealers  have  scheduled  training 


The  Weedhopper  aloft 

"Flying  through  the  sky  in  a  chair." 

programs  for  both  experienced  and  neo- 
phyte fliers;  training  can  take  as  little  as 
a  day  or  up  to  four  days,  depending  upon 
the  plane,  the  dealer  and  your  learning 
ability  and  experience. 

Caution  as  well  as  training  is  required. 
"I  don't  know  of  any  major  manufacturer 
who  hasn't  had  someone  killed  or  injured 
in  one  of  his  planes,"  says  John  McCor- 
nack  of  Pterodactyl,  Ltd.  "But  it's  no 
more  dangerous  than  general  aviation 
flying,  motorcycling  or  scuba  diving.  All 
require  the  same  caution  and  good 
sense." 

Most  ultralights  are  sold  in  kit  form, 
and  many  take  up  to  75  man-hours  to 
assemble,  including  drilling,  boring  and 
other  time-consuming  steps.  There  are 
some  newer  models,  however,  that  take 
only  about  50  hours  and  are  largely  bolted 
together. 

Manufacturers  of  ultralights  are  spring- 


ing up  practically  by  the  day,  and 
ing  among  their  wares  requires 
study.  Markowski  suggests,  whe 
check  them  out,  that  you  note  ho1 
they  have  been  in  business,  how 
dealers  they  have  and  if  the  dealeij 
flight  training.  It's  a  good  idea  to  c 
current  owners  of  the  planes  you 
of  course,  to  see  what  their  experi 
have  been.  And,  for  good  measun 
might  contact  the  Federal  Aviatic 
ministration  to  see  if  it  has  any 
ments  on  a  given  plane. 

Here  is  a  list  of  some  of  the  older) 
prominent  manufacturers.  But  nev 
are  cropping  up  all  the  time.  So 
complete  listing  write  toCilider  Ride 
6009,  Chattanooga,  Tenn.  37401,  I 
May  1981  directory  issue,  at  $2  a 
Or  write  to  Ultralight  Flyer,  PC] 
98796,  Tacoma,  Wash.,  98499.  (| 
subscription  is  $6.) 

Weedhopper  of  Utah  was  one  I 
first  ultralight  manufacturers  oi 
scene.  For  $3,400  you  can  get  a  kj 
the  company  says  can  be  asse| 
into  a  plane  in  an  average  of  50 
using  only  normal  hand  tools.  Fc| 
John  Chotia  says  he  has  sold  over 
kits  to  date,  with  over  700  sol 
year.  The  engine  for  the  Weed! 
was  designed  by  Chotia  himself, 
are  72  dealers  in  the  U.S.,  and  Ch 
developing  a  training  school  for  I 
hopper  customers  in  Utah.  Cost  \ 
$300  for  four  days.  Write  to  Wee 
per  of  Utah,  Inc.,  Box  2253,  C 
Utah  84404.  Information  kit  is  $1 

Eagle  is  a  complete  craft  availal 
assembling  at  $3,995.  There  are  1  \\ 
ers  worldwide  for  the  manufao 
American  Aerolights,  of  whom  th 
est  group  are  airline  pilots.  Larry 
man,  president,  says  his  compar 
produced  over  1,000  to  date  and  : 
rently  manufacturing  140  units  a  n 
The  Eagle  has  a  "flying  wing"  iii 
and  has  a  Japanese  snowmobile  « 
for  power.  Newman  says  his  deale: 
not  sell  someone  a  plane  unless  the 
agrees  in  the  contract  to  be  instruc 
a  dealer,  who  is  trained  by  the  con 
Contact  American  Aerolights,  70 
manche  N.E.,  Albuquerque,  N.M. ! 
There  is  a  $1  handling  charge  fi 
brochure. 

Pterodactyl,  Ltd.  has  two  ultra 
the  Fledgling  and  the  Ptraveler,  avs 
for  $3,600  and  $3,900  respective!? 
McCornack  says  he  has  delivered 
date,  most  powered  by  a  429  cc  G 
engine.  Monthly  production,  IV 
nack  says,  is  currently  50  a  month, 
are  about  75  dealers.  The  plane  ■ 
with  training  manual  but  McCc 
strongly  recommends  getting  instn 
from  a  licensed  pilot  or  ground  in 
tor.  Write  to  Pterodactyl,  Ltd.,  Boi 
Watsonville,  Calif.  95076  for  broch 

Quicksilver,  and  its  sister  spinol 
available  from  Eipper-formance,  In 
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Concord  Delirium:  the  thinnest  watches  in  the  history  of  time. 

Concord  Delirium  I  came  first.  His.  1.98mm  thin.  A  Swiss  scientific  feat, 
ry  part  redesigned.  Creating  an  electronic  quartz  movement  that 
terally  the  watch  itself. 

Now,  for  her,  Concord  Delirium  III.  Thinner.  1.69mm.  Smaller  by  one- 
d.  Miniaturized  in  every  proportion.  Yet  identical  in  accuracy.  Equal  in 
uty  Each  one  hand-crafted  in  Switzerland  of  18K  gold,  ri  C0NC0RH 
Lcord  Delirium:  the  watch  that  revolutionized  the  watch.  ^  QUARTZ 


ordDelirium  IV  (not  shown)  holdsthe  thinness  record  as  the  watch  that  broke  the  1  mm.  barrier.  Itmeasures0.98mm,.caseandall. 
'  •  •  For  brochure  send  S1. 50  to  Concord.  Dept  FB.  650  Fifth  Avenue.  New  York.  NJew  York  10019.     '  ■ 


Personal 
Affairs 


lging  from  $3,300  to  $4,200,  de- 
;  on  your  choice  of  engine  and  con- 
.  Cuyuna  or  Yamaha  racing-cart 
is  offered.  Larry  Cook,  co-owner, 
:  company  is  producing  about  200 
nth  and  has  sold  2,600  to  date 
i  120  dealers  in  the  U.S.  Twenty 
r  more  are  needed  to  assemble  the 
Write  to  Eipper-formance,  Dept. 
Linda  Vista  Drive,  San  Marcos, 
1069— Gerald  Odening 

Loose  ends 

anufactured  homes  are  provid- 
ing the  only  alternative  for  a 
growing  number  of  home  buy- 
979,  for  example,  mobile  homes 
ed  for  28%  of  all  new  single-fam- 
le  constructions.  (The  average 
western  states  that  year  was 
,  compared  with  the  $70,000 
a  site-built  home  nationally,  or 

0  in  such  choice  sunspots  as 
n   California.)   Note:    The  lot 

1  manufactured  home  is  built  is 
rented,  for  an  average  of  $80  to 
it  month,  depending  upon  the 
es  offered  by  the  mobile  home 
'hey  could  include  swimming 
inis  court,  etc. 

)bile  home  may  not  suit  your 
tut  the  trend  toward  them  could 
an  investment  opportunity.  One 
y,  Angeles  Park  Communities,  is 
isiness  of  acquiring  land  for  man- 
id  home  communities,  primarily 
Sunbelt  states  and  the  Pacific 
est.  It  is  offering  limited  partner- 
)  invest  in  those  communities, 
im  investment  is  $5,000,  and  in- 
must  have  a  net  worth  (exclusive 
e,  furnishings  and  autos)  of  at 
},000  and  an  annual  gross  income 
ist  $30,000.  Write  Angeles  Park 
mities  Ltd.,  1888  Century  Park 
>s  Angeles,  Calif.  90067  for  fur- 
ails. 

a  silver  lining  in  the  drop  of 
you're  a  holder  looking  to  take  a 
loss.  According  to  Brennan  Re- 
mmodities,  unlike  stocks,  can  be 
I  repurchased  right  away  and  the 
ts  his  capital  loss.  (The  IRS  pre- 
ch  wash  sales  with  stocks  unless 
it  30  days  to  repurchase.)  So,  if 
e  capital  gains  that  you  want  to 
especially  short  term — and  paper 
l  gold,  you  can  take  your  capital 
?old  now,  and  buy  gold  again  at 
le  same  price  you  sell  it.  The  only 
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expense  is  likely  to  be  the  transaction 
cost — i.e. ,  the  selling  and  buying.  But  you 
should  be  able  to  negotiate  a  favorable 
rate  with  the  buyer  based  on  the  fact 
you'll  immediately  re-buy. 

Two  things  to  keep  in  mind,  however, 
should  you  sell  and  buy  right  away:  One, 
the  commodity  should  actually  be  deliv- 
ered as  part  of  the  deal.  Don't  leave  your 
gold  in  a  bank  safe-deposit  box  all  the 
while  and  just  shuffle  papers.  Two,  a 
reasonable  amount  of  time — a  few  hours 
or  so — should  transpire  before  your  re- 
purchase to  establish  that  there  was 
some  market  risk.  Otherwise  the  Inter- 
nal Revenue  Service  might  not  allow  you 
to  take  your  capital  loss. 

Conventional  mortgages  on  houses  are 
disappearing  faster  than  copper  plumb- 
ing. There  is  now  an  alphabet  soup  of 
alternative  mortgages — GPM  (graduated 
payment  mortgages),  VRM  (variable  rate 
mortgages),  SAM  (shared  appreciation 
mortgages),  etc.  A  dandy  little  brochure 
that  explains  these  and  other  mortgages 
(including  the  FLIP,  RRM  and  RAM)  is 
available  for  $2  from  RTI,  Inc.,  P.O.  Box 
27331,  Denver,  Colo.  80227.  Cost  is 

$2  The  Real  Estate  Book  by  Robert  L. 

Nessen  (Little,  Brown  &  Co.,  $12.95)  is 
likewise  indispensable  for  today's  mort- 
gage shopper — be  it  a  home  for  living  or 
investment,  a  single  or  multifamily, 
condo,  co-op  or  apartment  house.  It  is  a 
welcome,  up-to-date  account  of  real  es- 
tate wisdom  in  today's  economic  cli- 
mate that  goes  well  beyond  the  "check 
the  basement  for  leaks"  type  of  advice 
found  in  too  many  similarly  named 
books.  It  answers  sophisticated  ques- 
tions you  might  need  years  of  experience 
to  know  enough  to  ask. 

Serving  yourself  gas,  instead  of  going  to 
the  "full-service"  lanes  at  filling  stations, 
obviously  is  a  bit  of  a  money-saver.  But 
how  much?  Runzheimer  &  Co.  of  Roch- 
ester, Wis.  recently  surveyed  the  differ- 
ences in  price  charged  at  full-service  and 
self-service  pumps,  and  came  up  with 
some  significant  findings. 

In  12  major  U.S.  cities,  the  difference 
in  price  for  unleaded  regular  at  self-ser- 
vice and  full-service  pumps  ranged  from 
5  cents  to  14  cents  per  gallon.  (The  price- 
per-gallon  of  gas  ranged  from  a  low  of 
$  1 .30  self-service  in  Denver  to  $  1 .49  full- 
service  in  Atlanta.)  The  average  price 
difference  was  10  cents  per  gallon.  Thus, 
if  your  car  gets  18  miles  to  the  gallon  and 
you  drive  20,000  miles  a  year,  you  can 
save  about  $1 10  a  year  on  fuel  by  pump- 
ing your  own  gas. 

Small  wonder  fleet  owners  are  now 
actively  encouraging  their  drivers  to  get 
out  and  pump  their  own  gas.  On  a  fleet  of 
500  cars,  the  annual  fuel  savings  could  be 
$55,000  on  18-mpg  cars  driven  20,000 
miles  each. 


The 
Diamond 
Anniversary 
Ring 

Fine  diamonds  set 
■■   in  18KGo!d, 
.  ,  featuring  the 
Geml  ok'"  setting. 

The 
Setting 
Makes  the 
Difference 


Nieman-Marcus 


North  park  Center 
'  • 

Prestonwood 
-  m 

Fort  Worth 
.  • 

Washington. D.C. 

St.  Louis 

Northbrook 
•  ■ 

Beverly  Hills 
Northport  Beach 
Las  Vegas 
White  Plains 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUES  April,  1981 

$400,000,000 

J.C.  Penney  Company  Inc. 

$200,000,000 
Zero  Coupon  Notes  Due  1989 
Price  33.247% 

plus  accrued  amortization  of  original  issue  discount  from  May  1,  1981 

$200,000,000 
6%  Debentures  Due  2006 
Price  42.063% 

plus  accrued  interest  from  May  1,  1981 


Copies  of  each  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Goldman,  Sachs  &  Co. 
Bache  Halsey  Stuart  Shields 

Incorporated 

Dillon,  Read  &  Co.  Inc. 

E.  F.  Hutton  &  Company  Inc. 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Shearson  Loeb  Rhoades  Inc. 
Warburg  Paribas  Becker 

A.  G.  Becker 


Bear,  Stearns  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner&  Smith  Incorporated 

Blyth  Eastman  Paine  Webber 

Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 


Wertheim  &  Co.,  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 


The  Forbes/  Wilshire  5000  Review 


Dow  Jones  industrial  average 

The  sum  of  the  market  prices 
of  30  blue-chip  industrial  stocks 
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still  a  flip-flop  market  One  week,  when  traders 
ir  a  round  of  good  news  about  inflation  or  interest 
;s,  the  averages  surge  ahead.  Then,  the  second  the 
idlines  turn  sour,  a  selling  deiuge  hits.  The  message: 
estors  are  confused;  they  change  their  minds  with 
ry  wiggle  of  the  economic  indicators.  Not  an  atmo- 
lere  likely  to  produce  any  solid  price  gains. 
)ver  the  past  four  weeks,  both  the  Wilshire  and  the  Dow 
re  marked  time.  The  only  real  advance  came  from 
lSDAQ  stocks,  which  gained  nearly  2%  in  value.  The 
E,  meanwhile,  led  all  markets  down — dropping  by 
% .  Over  the  longer  term,  however,  the  smaller  stocks 


were  clearly  the  place  to  be.  Over-the-counter  investments 
have  increased  in  value  by  better  than  50%  during  the  past 
52  weeks.  That's  twice  the  gain  of  a  typical  NYSE  stock. 

Still,  for  a  dose  of  reassurance  look  at  the  52-week 
performance  figures  broken  down  according  to  investor 
yardsticks.  It  has  been  a  challenge  to  find  a  loser.  High 
volatility,  high  P/E  shares  have  nearly  doubled.  Nearly  all 
other  issues  have  moved  up  by  30%  or  more.  Even  stocks 
with  fat  dividends  offered  total  returns  of  over  20% ,  when 
income  and  price  appreciation  are  combined.  How  do  you 
beat  inflation  ?  For  the  future,  who  knows.  But  over  the  past 
year,  Wall  Street  was  practically  a  sure  thing. 


Close-up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

cent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

ASE  Market 
Value  Index 

NASDAQ 
Composite 

ist  4  weeks 

-1.1 

-1.1 

-1.8 

^3.5 

1.9 

ist  52  weeks 

30.6 

22.8 

27.8 

39.8 

54.5 

Stock  performance  based  on  five  key  investor  yardsticks 


'cent  change 

Volatility  * 

P/E  multiple 

Dividend  yield 

Growth  profile 1 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

ast  4  weeks 

2.4 

0.7 

0.1 

2.7 

0.8 

2.7 

2.6 

1.0 

-0.6 

4.0 

ast  52  weeks 

86.6 

21.3 

80.8 

40.5 

15.7 

65.1 

72.1 

33.8 

39.5 

66.6 

tck's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable, 
lantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


All  data  for  periods  ending  5/1/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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WhereThe  Action  Is 


Don't  ask  your  broker,  buy  his  firm.  Takeover  fever  hit 
the  securities  business — and  that  accounts  for  the  only 
gain  in  a  round  of  industry  group  figures  dominated  by 
profit-taking.  Finance  stocks  were  up  just  slightly,  how- 
ever, while  several  recent  winners  took  a  drubbing.  Ener- 
gy companies,  though,  did  relatively  well,  and  there  are 
signs  that  their  six -month  decline  may  be  ending.- 


Transportation  stocks,  for  example,  led  the  mark 
down — and  the  graph  of  their  performance  over  the  past  ye 
leaves  an  ominous  trail.  Twice  now,  these  companies  hai 
hit  the  line  that  marks  75%  annual  gains,  and  twice  tbi 
have  failed  to  advance  further.  On  the  plus  side,  however,  t| 
50%  gain  line  looks  even  more  clearly  like  a  trading  bottol 
So  the  graph  marks  tentative  buy  and  sell  levels. 


Percent  change  in  last  52  weeks  I^J^X/7  Pe,c""  chan8e  in  ,18t  ,w0  w"ks 


Capital  goods 


+  75% 


+  50 


2.6 


 I  i  i  I  i  I  i  i  i  i  i  i  ■  . 

'80  1  "81 


Energy 

+75% 

+  25  -J"* 
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1  1  I  1  1  1  I  i  1  1  i  1  |  i  I 
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"80 
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Technology 


+75% 
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'80 


"81 


Consumer  durables 


1-75% 


+  50 


-3. 


I  I  I  I  I  I  I  I  1  I  1  I  I  1  I  I  I  I  I  I  ,1  I  I  I  I  I 
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Finance 


+75% 


+  50 


+25 


+  0.7 
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Consumer  nondurable*  and  services 


+  75% 


+  50 


+25 


2.2 


'  '  '  '  '  '  '  '  '  '  '  '  '  '  '  '  |  '  '  '  '  '  '  '  '. 


"80 


'81 


Utilities 


+75% 


+  50 


+25 
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Note:  All  data  for  periods  ending  5/1/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  April  23,  1981 

$250,000,000 

Aluminum  Company  of  America 

7%  Debentures  Due  2011 
Price  48.362% 

plus  accrued  interest,  if  any,  from  April  29,  1981 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Goldman,  Sachs  &  Co.      Merrill  Lynch  White  Weld  Capital  Markets  Group      Salomon  Brothers 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb  L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated 

Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


By  Ben  Weberman 


Capital  Markets 


Bankers'  willingness  to  use  industrial  de- 
velopment tax-exempts  for  private  purposes 
is  a  game  that's  getting  out  of  hand. 

HOW  TO  KILL 
A  BUSINESS 


shows  its  awareness  of  the  potential 
for  abuse.  Indeed,  hoping  to  restrict 
the  beneficiaries  of  IRB  financing  to 
small  companies,  the  limit  had  once 
been  as  low  as  $5  million  per  issue. 
(Quite  a  lot  of  K  mart  and  McDonald's 
locations  got  built  that  way). 

The  present  $10  million  limit  does 
not  prevent  huge  projects  from  fi- 
nancing through  IRBs.  Consider  the 
$289  million  IRB  sold  Apr.  28  by  the 
Industrial  Development  Authority  of 
Pima  County,  Ariz.  Proceeds — nearly 
30  times  the  congressional  ceiling — 
are  to  be  used  by  Tucson  Electric  Pow- 
er Co.  to  build  conventional  generat- 
ing and  transmission  facilities.  These 
are  not  tax-exempt  pollution  control 
bonds,  which  have  specific  congres- 
sional authorization  for,  presumably, 
social  purpose  and  public  benefit. 
These  are  straight  IRBs. 

They  achieve  their  tax-exempt  sta- 
tus through  Section  103(b)  4  of  the 
Internal  Revenue  Code,  which  allows 
a  utility  that  serves  solely  a  city  and  a 
contiguous  county  to  raise  tax-free 
capital,  provided  that  the  power  gen- 
erated is  not  distributed  more  widely. 
Just  about  every  utility,  of  course,  in- 
terconnects with  neighboring  utilities 
in  the  national  power  grid.  But  that 
proved  no  obstacle  in  Pima  County. 
The  Internal  Revenue  Service  helpful- 
ly ruled  that  the  interconnect  is  main- 
tained for  emergency  purposes,  not 
for  the  regular  sale  of  power  over  a 
broad  area. 

Some  investors  are  already  nervous 
about  such  tax-exempt  borrowings. 
To  satisfy  skeptics,  Pima-Tucson  put 
in  a  clause  requiring  redemption  with- 
in 180  days  if  a  court  should  decide 
that  as  a  result  of  failure  by  the  com- 
pany to  perform  or  observe  any  cov- 
enant, agreement  or  representation, 
the  interest  payable  became  taxable. 

There  are  limits  to  Congress'  toler- 
ance of  abuse  of  the  tax-exempt  privi- 
lege. The  business  of  selling  revenue 
bonds  to  help  finance  mortgages  on 
single-family  houses,  first  conceived 
four  years  ago,  was  a  multibillion-dol- 


MONKY  &  INVESTMENTS 


There's  a  big  differ- 
ence between  rou- 
tine ingenuity  and 
wretched  excess, 
but  I  fear  that  some 
investment  bankers 
involved  in  the  tax- 
exempt  bond  mar- 
ket are  rapidly  los- 
ing sight  of  it.  In 
theory,  interest  on 
industrial  revenue  bonds  justifies  its 
exemption  from  income  taxes  be- 
cause the  money  raised  serves  public 
interest.  But,  in  fact,  some  bankers 
have  been  increasingly  willing  to  bend 
the  device  for  patently  private  pur- 
poses of  considerable  magnitude  and 
the  game  is  clearly  getting  out  of 
hand.  Chances  are  growing  increas- 
ingly good  that  the  privilege  itself, 
which  has  been  a  boon  for  some,  will 
be  sharply  curtailed  for  all. 

We  have  all  heard  tales  of  tax- 
exempt  industrial  revenue  bonds  be- 
ing sold  to  provide  funds  for  bank 
branches,  corporate  headquarters  and 
even  country  clubs  and  health  spas. 
On  top  of  these  comes  word  of  the 
following:  An  investor  took  over  a 
commercial  building  and  converted  it 
into  a  condominium.  Each  floor  was 
established  as  a  separate  unit  of  the 
condo.  Units  were  then  sold  to  others, 
with  the  purchases  financed  through 
tax-free  industrial  revenue  bonds. 

Legal?  Yes,  despite  the  fact  that 
Congress  has  imposed  a  limit  of  $10 
million  on  any  single  industrial  rev- 
enue bond  issue.  It  was  to  get  around 
that  limit  that  the  office  building  was 
broken  up  into  single-floor  units  for 
resale.  All  that  was  needed  to  give  the 
scheme  a  veneer  of  "public  purpose" 
was  to  have  the  user  of  the  facility 
assert  that  jobs  would  be  created. 

The  fact  that  Congress  provided  a 
limit  on  the  size  of  an  individual  issue 

Ben  Weberman  is  economics  c  (lii<>r  of  Forbes 
magazine. 


lar-a-month  calendar  of  offerings.  I 
when  it  became  evident  that  hon 
selling  for  more  than  $100,000  wi 
financed  that  way  for  buyers  earn: 
more  than  $60,000  a  year,  the  so(j 
purpose  seemed  to  diminish. 

Similarly,  a  feeling  is  growing  tl 
there  may  be  no  way  to  confine  i 
benefits  of  small  industrial  rcver 
bond  issues  to  small  companies.  Ai 
all,  Ralston  Purina  Co.  has  used  m< 
ey  raised  that  way  to  build  a  ski 
sort.  And,  not  to  be  left  out,  n 
comes  IBM,  which  did  its  first  t 
free  financing  when  it  sold  $26.5  rr| 
lion  of  pollution  control  rever 
bonds  through  the  California  Poll 
tion  Control  Financing  Authori 
The  interest  rate:  10.12%,  with  l 
bonds  priced  initially  at  99  on  a  1( 
coupon  and  maturing  in  2001.  Co 
pare  that  10.12%  tax-free  return  w 
about  14%  that  would  have  to  be  p 
on  a  new  taxable  bond  issue  of  IBJV 

As  yield  comparisons  show,  IF 
have  been  a  lark  for  companies  tl 
can  get  them  issued  and  for  invest 
who  can  buy  them.  But  all  of  us, 
course,  are  paying  for  the  fun.  1 
growing  volume  of  these  offerings 
driving  up  interest  rates  for  all  t 
exempt  borrowers.  And  for  the  1 
affluent  among  them,  the  price  can 
steeper  still.  How  many  commu 
ties,  after  all,  are  as  solid  as  a  rever 
bond  ultimately  backed  by  IBM? 

Another  warning 

I  have  had  numerous  reports 
brokers  who  promote  original-iss 
deep  discount  bonds  as  a  vehicle 
which  to  make  long-term  capi 
gains.  They  aren't,  and  investors  t 
better  be  sure  on  the  point.  The  am 
al  accretion  of  price  is  counted  by 
IRS  asinterest,  not  capital  gain,  and 
such  is  subject  to  tax  on  interest. 

Don't  think  you  can  get  away  wi 
out  reporting  the  accretion  on  yc 
income  tax  return.  The  issuers  mi 
file  a  Form  1099  OID  (for  Origii 
Issue  Discount)  with  the  IRS  at  l 
end  of  the  year  telling  the  agency  w 
received  how  much  accretion.  I 
IRS  is  using  its  computers  to  mai 
1099s  with  income  tax  returns.  If  y 
don't  report  the  income,  your  cham 
of  being  called  in  for  review  are  hi, 
If,  as  a  taxpaying  individual,  you  w: 
to  buy  deep  discount  bonds,  da 
mess  with  these  original-issue  ne 
comers.  Buy  an  older  issue  that  1 
sunk  to  a  discount  as  interest  ra 
have  climbed.  If  you  get  appreciati 
onthose,  it  counts  as  a  capital  gain  a 
isn't  taxable  until  you  sell  the  bond 
it  gets  called.  ■ 
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Want  to  know  more  about  a  progressive  company 
which  has  raised  its  dividend  22 consecutive  years? 
Send  for  our  new  annual  report,  .today! 


ZT  healthy  dividend  record  is 
X*  only  one  sign  of  a  company's 
growth. 

Keeping  a  company  growing 
takes  people  with  a  knack  for  inno- 
vation and  an  eye  for  the  future. 

With  the  help  of  people  such 
as  these,  United  Telecom  has 
evolved  from  a  $415  million  com- 
pany a  decade  ago  to  one  with 
revenues  of  nearly  $2  billion  in 
1980.  The  next  decade  is  just  as 
promising. 

If  you're  interested  in  knowing 
more  about  the  people  and  the  com- 
pany behind  this  growth  story,  we'd 
like  to  send  you  our  annual  report. 

Just  fill  out  and  mail  us  the 
coupon,  and  we'll  see  that  you  get 
a  copy  by  return  mail.  New  York 
Stock  Exchange  symbol,  UT. 
Newspaper  listing:  UniTel. 


Mail  to: 

D.F.  Forsythe 

United  Telecommunications,  Inc. 
Box  11315,  Kansas  City,  Missouri 
64112 

Please  send  me  a  copy  of  your 
latest  annual  report: 

Name  

Address  

City  

State  


Zip, 


Company 
Title  


United  Telecom  SSS 

United  Telecommunications,  Inc  BBB. 

Programmed  for  the  future 

Telephone  Services  •  Computerized  Distribution  Services 
Computer  Services  •  An  affirmative  action  employer. 
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Stock  Comment 


MONEY*  INVESTMENTS 


If  it  were  not  for  the  steep  decline  in  all 
energy-related  stocks,  the  market  averages 
would  easily  be  at  alltime  highs. 

POLITICAL 
ECONOMICS 


By  Heinz  H.  Biel 


It  is  unfortunate 
that  economics  is 
such  an  inexact  sci- 
ence, if  indeed  it  is  a 
'  ^tmtii^ti'iBM  science.  The  fore- 
casting record  of  the 
practitioners  in  this 
field  is  abysmal, 
probably  as  bad  as 
that  of  stock  market 
gurus.  But  it  is  not 
just  that.  The  basic  problem  is  that 
economists  have  no  way  toproiv  their 
theories  will  work  in  practice. 

Now  we  have  President  Reagan's 
economic  program,  which  is  being  pro- 
moted to  the  hilt.  David  Stockman,  one 
of  its  major  proponents,  seems  to  be 
extremely  confident  that  the  three 
10%-a-year  tax  cuts  will  increase  sav- 
ings and  investment,  enhance  produc- 
tivity, reduce  unemployment  and  infla- 
tion and  eventually  balance  the  budget. 
It  sounds  like  the  long-awaited  panacea 
for  all  of  the  nation's  economic  prob- 
lems. But  will  it  work? 

Some  respected  economists  who 
have  the  same  right  to  be  taken  as 
seriously  as  the  proponents  of  the  sup- 
ply-side theory,  have  doubts.  They  be- 
lieve we  are  putting  the  cart  before 
the  horse,  and  that  most  people  will 
spend  the  tax-relief  money  rather 
than  save  it;  that,  since  the  federal 
budget  will  remain  deeply  in  the  red, 
the  tax  cuts  will  merely  accentuate 
inflation.  Well,  who  is  right? 

The  trouble  is  that  you  can't  prove 
either  side.  The  skeptics,  who  look 
askance  at  the  Reagan  program,  are 
supported  in  their  doubts  by  the  reac- 
tion of  the  free  market.  The  bond 
market  tells  the  story  without  equivo- 
cation: Triple-A  Bell  Telephone  bonds 
now  yield  16'/4%,  a  new  high.  Evi- 
dently, inflationary  expectations  are 
as  strong  as  ever. 
The  stock  market,  on  the  other 

Heinz  H  Biel  is  a  vice  president  of  the  NYSE 
firm  offanney  Montgomery  Scott. 


hand,  seems  to  like  what  is  being 
planned  in  Washington.  If  it  were  not 
for  the  steep  decline  in  all  energy- 
related  stocks,  the  market  averages 
would  easily  be  at  alltime  highs.  But 
so  is  the  British  stock  market,  despite 
the  sad  state  of  that  country's  econo- 
my. Could  it  be,  perhaps,  that  the 
British  have  given  up  hope  that  Mrs. 
Thatcher's  program  will  succeed;  that 
they  believe  that  inflation  will  not  be 
contained  and  that,  therefore,  in  the 
long  run  it  is  better  to  have  stocks 
than  to  have  cash?  Could  it  be  that 
similar  thoughts  are  the  underlying 
cause  of  our  own  bull  market? 

One  of  President  Reagan's  first  ac- 
tions was  the  immediate  removal  of 
price  controls  on  oil.  This  was  sup- 
posed to  be  especially  beneficial  for 
the  domestic  producers.  But  then 
Sheikh  Yamani  glutted  the  world  oil 
market  in  his  effort  to  force  fellow 
OPEC  members  to  agree  to  accept  the 
present  Saudi  price  of  "only"  $32  a 
barrel  and  to  assuage  the  oil  importing 
countries. 

The  sudden  "glut,"  caused  by  the 
combination  of  a  high  rate  of  produc- 
tion and  worldwide  reduction  of  con- 
sumption, put  a  crimp  in  the  boom  of 
energy  stocks.  There  were  no  more 
inventory  gains;  refinery  margins 
melted  away;  marginal  wells  lost  their 
luster;  there  was  growing  belief  that 
the  prodigious  drilling  activity  might 
subside  and  even  that  the  construc- 
tion of  synfuel  plants  might  once 
again  be  put  on  the  back  burner.  Thus 
it  is  not  surprising  that  stocks  of  oil 
producers  and  refiners,  of  drillers  and 
oilfield  suppliers,  and  of  construction 
engineering  firms  took  one  hell  of  a 
bath.  Most  probably  the  selling  has 
been  overdone,  and  if  you  are  an  in- 
vestor (for  a  year  or  longer)  rather  than 
a  trader,  this  might  not  be  a  bad  time 
to  do  some  buying  in  this  group. 

One  stock  that  was  hit  by  a  double 
whammy  is  Fluor  Corp.  (42),  which  is 
believed  to  have  the  greatest  expertise 
in  the  budding  of  synthetic-fuel 
plants,  lust  when  enthusiasm  for  syn- 


fuel began  to  wane,  Fluor  mac 
mind-boggling  bid  for  St.  Joe  Mine 
Some  people  believe  that  the  pric 
over  $2.5  billion  is  too  high — d 
too  high — just  as  Sohio's  bid  for  1 
necott  and  Standard  Oil  of  Cal 
nia's  bid  (now  dropped)  for  AMA> 
believed  to  be  very  rich.  Howe 
Bob  Fluor  is  not  a  suicidal  ma 
bent  solely  on  aggrandizement  reg 
less  of  cost  or  consequences.  He 
outstandingly  successful  entreprei 
(Forbes,  Mar.  30).  From  its  high  c 
six  months  ago  Fluor  has  deel 
more  than  40%.  Enough  is  eno 
While  the  stock  may  have  advai 
too  far  too  fast,  like  most  other  e 
gy-related  stocks,  I  would  be  a  bi 
of  Fluor  around  the  40  level. 

Investors  seem  to  have  been  dii 
pointed  in  Penn  Central's  first-qm 
earnings  report  of  $1.01  a  shan 
should  be  noted  that  this  is  aft, 
deduction  of  $24.7  million  (al 
$1.15  a  share)  in  lieu  of  income  ta 
which  Penn  Central  does  not  pay 
won't  have  to  pay  for  years  to  cc 
The  pending  acquisition  of  GK  In 
tries  is  only  the  beginning,  not 
end,  of  building  up  the  new  Penn  C 
tral.  If  the  stock  should  extend 
retreat,  say  into  the  upper  30s,  I  w< 
reiterate  my  buy  recommendatioi 

Even  in  the  world  of  mundane  t 
nesses  there  are  gems  whose  re1 
will  put  many  sophisticated  h 
technology  companies  to  sha 
Masco  Corp.  (40)  is  one  such  gem 
single  most  important  product  is 
cets,  of  all  things.  Can  you  thin 
anything  less  glamorous?  Mas 
many  other  products  also  are  not 
ly  to  stir  your  imagination  as  mi 
the  splitting  of  genes  or  the  makir 
computers  for  the  home.  Yet,  Mas 
results  are  extraordinary. 

Of  all  the  NYSE  companies  that 
over  20  consecutive  years  of  incre 
in  sales,  net  income  and  earnings 
share,  Masco  has  the  highest  am 
per-share  growth  rate  for  the  pe 
1959-80,  a  remarkable  29.7%.  W 
not  immune  to  the  vagaries  of 
business  cycle,  this  company's  s 
and  profits  just  grow  at  a  slower  ] 
in  periods  of  recession.  Because  o 
.exceptional  record  Masco's  credib 
is  high,  and  when  management  s 
"We  expect  sales  to  more  than  doi 
from  internal  growth  alone  by  19i 
and  that  Masco  "is  and  will  conti 
to  be  a  unique  growth  compan> 
believe  it. 

The  stock  sells  near  its  alltime  1 
and  at  a  multiple  of  12  times  cur 
earnings.  But  true  gems  don't  a 
cheap.  ■ 
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ANOTHER 
CAPITALIST  TOOL 


Our  competition  believes 
there's  only  one  way  to  do  political 
commentary. 

We  believe  where  there's  a  Will, 


Pulitzer  Prize  winner 


there's  another  way: 
Greenfield. 

We  don't  fit  the  mold. 
We  break  it. 


Newsweek 


Financial  Strategy 


MONEY  &  INVESTMENTS 


If  you  think  gold,  platinum  and  diamond 
prices  will  drop  further,  you  don't  know 
what  goes  on  in  certain  smoke-filled  rooms. 

WHERE  IDEOLOGIES 

MEET 


By  John  Train 


The  British  Broad- 
casting System  and 
its  publication  The 
Listener  have  re- 
vealed some  surpris- 
ing facts,  with  bull- 
ish implications  for 
gold,  diamond  and 
platinum  prices. 

To  hear  the  Rus- 
sians excoriating 


the  South  Africans  in  the  U.N.,  or  the 
South  Africans  proclaiming  that  they 
are  the  last  line  of  defense  against  the 
godless  legions  of  the  Kremlin,  you 
might  think  that  Moscow  and  Pretor- 
ia were  not  on  speaking  terms.  That, 
if  true,  would  be  bad  news  for  inves- 
tors in  diamonds,  gold  and  platinum, 
of  which  those  two  countries  are  the 
dominant  producers.  But  money  talks 
louder  than  dogma.  Off  camera,  The 
Listener  reports,  the  racist  exploiters 
and  the  atheist  imperialist  ogres 
sometimes  work  closely  together. 

In  the  mid-1950s,  The  Listener  says, 
after  the  Russians  first  started  produc- 
ing commercially  important  amounts 
of  gem-quality  diamonds  they  hired 
De  Beers  to  market  their  output.  After 
the  Sharpeville  Massacre,  the  Rus- 
sians tore  up  the  contract.  The  Third 
World  cheered.  However,  the  Rus- 
sians went  on  selling  through  De 
Beers.  But  not  all  their  output:  As  a 
bargaining  tool,  they  have  also  made 
it  a  practice  to  sell  maybe  20%  of 
their  stones  on  their  own. 

This  collaboration  pays  well  for 
both  sides.  Since  between  them  they 
produce  by  far  the  largest  part  of  the 
world's  diamonds,  they  both  have  ev- 
ery incentive  to  keep  prices  high. 

In  a  private  dining  room  in  Lon- 
don's Connaught  Hotel  De  Beers 
Chairman  Harry  Oppenheimer  and 


John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


his  aides  have  secret  meetings  with 
the  Russians,  according  to  The  Listener. 
At  one,  Oppenheimer  sat  beside  Boris 
Sergeev,  deputy  president  of  the  Rus- 
sian diamond  marketing  organiza- 
tion, which  picked  up  the  tab.  Rus- 
sian negotiating  teams  confer  in  se- 
cret with  De  Beers  officials  at  the 
company's  offices  in  Kimberley  and 
in  London. 

But  more  than  diamonds  is  involved 
in  the  Soviet-South  African  dealings. 
Professor  John  Gutteridge,  who  has  ex- 
cellent sources  in  both  camps,  de- 
scribed an  Oslo  meeting  between  the 
Russians  and  the  South  Africans  at 
which  the  Russians  revealed  that  they 
were  restraining  platinum  sales  so  that 
the  market  would  stabilize,  doubtless 
expecting  that  South  Africa  would  fol- 
low suit.  And  each  May,  Russian  and 
South  African  representatives  join  at 
the  Platinum  Dinner,  held  in  a  room  in 
London's  Savoy  Hotel  by  British  deal- 
er Barry  Salter.  What  goes  on  in  this 
smoke-filled  room?  Since  there  are 
only  two  platinum  mines  in  South  Af- 
rica, Rustenberg  and  Impala,  which  to- 
gether with  the  Russian  mines  pro- 
duce virtually  the  entire  world  supply, 
it  would  be  easy  enough  to  enforce  a 
common  strategy. 

The  BBC  televised  one  of  these  Sa- 
voy Hotel  meetings.  Some  time  later, 
the  principal  Soviet  delegate  was  him- 
self interviewed  about  the  Savoy 
meeting.  The  encounter  went  ap- 
proximately like  this: 

Interviewer:  "Do  you  deny  that 
this  meeting  took  place?" 

Soviet  Delegate:  "Imperialist  ele- 
ments in  the  West  are  trying  to  de- 
fame the  achievements  of  the  Soviet 
people." 

Of  even  greater  interest  to  Ameri- 
can investors  than  those  diamond  and 
platinum  deals,  however,  is  evidence 
of  Russian-South  African  collabora- 
tion in  gold  pricing.  Here  again,  the 
dominant  producers,  although  mortal 
enemies,  have  a  common  economic 
interest  in  higher  prices.  If  politics 
were  to  triumph  over  greed,  the  Rus- 


sians could  gravely  wound  South 
ca  by  dumping  gold,  whose  contil 
high  price  is  the  underpinnin 
South  Africa's  power.  You  can 
your  last  dollar  this  won't  happei 

In  respect  to  gold,  the  BBC  puf* 
tion  reported  that  John  Osman, 
correspondent  in  Moscow,  recogri 
at  a  November  1980  Bolshoi  pa 
mance  of  Boris  Godunov  two  top 
from  the  Oppenheimer  headqua 
in  Johannesburg.  One  of  the  two 
Oppenheimer's  former  son-in 
and  a  possible  successor  as  chain 
of  Anglo-American,  Gordon  Wad 
a  member  of  the  four-man  team 
runs  the  entire  Oppenheimer  t 
ation.  The  BBC  correspondent 
man  then  discovered  that  the 
South  Africans  were  at  the  ballet 
two  Soviet  officials. 

An  innocent  entertainment?  1 
be,  but  a  former  official  of  Consoll 
ed  Goldfields,  Ian  Wright,  specu 
to  The  Listener  that  both  the  Wa> 
mission  to  Moscow  and  an  earlie 
by  a  team  from  Consolidated  C 
fields  were  to  determine  "wheth 
was  possible  to  conduct  an  on 
market  along  the  same  lines  a: 
Beers  has  done  so  well  in  diamc 
There  would  be  nothing  officia 
tween  the  two  governments.  1 
could  not  be.  .  .  ." 

It  is  thus  no  accident  that  Mo: 
and  Pretoria  have  been  following 
allel  gold  marketing  policies,  cu 
back  on  sales  to  firm  up  the  price 

In  the  course  of  checking  out 
subject,  I  telephoned  the  De  Beei 
fice  in  London.  By  a  pleasant  cq 
dence,  while  we  were  talking,  a  c 
ney  voice  in  the  background  she 
to  my  informant,  "Moscow  on 
line!"  There  was  a  brief,  slightly 
barrassed  pause.  Then  my  man  sa 
the  person  in  the  background:  "" 
it  yourself."  After  this  exchange 
rest  of  the  conversation  lost  si 
thing  of  its  point. 

A  bit  earlier,  while  in  London, 
lunch  at  Rothschild's,  the  cent' 
the  bullion-dealing  business.  Tw 
day  the  price  of  gold  is  establish^ 
a  handful  of  dealers  seated  at  des 
their  celebrated  "fixing  room 
asked  my  host  what  he  thougl 
these  BBC  revelations.  "Are  you 
prised?"  he  asked,  smiling  tolera 
"When  the  Russians  have  busine 
do,  they  do  it  like  anybody  else 
hear  from  their  bank  in  Zurich  j 
larly,  just  as  we  hear  from  c 
banks." 

My  gold-trading  host  nodded 
added,  almost  patronizingly:  "\ 
would  you  expect?"  ■ 
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aotice  striking  similarities  between  the 
nd  market  today  and  the  stock  market 
the  final  phases  of  the  1974  bear  market. 

LAST  CHANCE 
THIS  CENTURY 


By  Richard  B.  Hoey 


I  personally  be- 
lieve that  the  peak 
in  long-term  inter- 
est rates  reached 
during  1981  is  likely 
to  stand  for  at  least 
the  next  century. 
The  bond  market  is 
currently  in  the  final 
stages  of  both  a  40- 
year-old  secular  bear 
<et  and  a  4-year-old  cyclical  bear 
<et. 

m  starting  to  notice  striking  sim- 
ties  between  the  bond  market  to- 
and  the  stock  market  in  the  final 
es  of  the  1974  bear  market.  First, 
:ollapse  in  prices  has  made  many 
le  question  the  validity  of  invest- 
n  these  vehicles  at  all,  except  for 
t-term  speculation.  In  addition, 
investment  institutions  are  de- 
ng  the  bullish  portfolio  managers 
promoting  the  portfolio  managers 
've  built  their  careers  by  being 
tical  and  bearish.  There  are  early 
>  of  "client  panic"  among  the 
ion  fund  sponsors;  some  of  them 
verriding  the  investment  policies 
noney  management  firms  that 
been  prematurely  bullish  on  the 
[  market. 

actically  every  bond  investor  in 
nation  has  a  loss  on  his  invest- 
t  portfolio.  Bond  salesmen  awake 
morning  with  the  thought  that 
clients  have  lost  money  on  ev- 
ling  they've  bought  from  the 
men  for  the  last  40  years.  As 
I  prices  break  to  new  lows,  more 
more  investors  are  tempted  to 
w  in  the  towel  and  take  their 
s.  Like  the  stock  market  in  late 
,  the  bond  market  today  is  ner- 
and  illiquid,  with  large  day-to- 
jrice  fluctuations, 
lother  crucial  similarity  is  that  as 

rd  B.  Hoey  is  a  vice  president,  economist 
investment  strategist  at  Bache  Halsey 
Shields. 


the  institutional  investors  back  away 
from  buying  into  a  weak  market,  indi- 
vidual investors,  who  are  willing  to 
take  a  somewhat  longer  view,  are  be- 
coming the  buyers  of  last  resort.  The 
bottom  in  the  stock  market  at  the  end 
of  1974  was  signaled  not  by  an  im- 
provement in  institutional  sentiment 
but  rather  by  the  emergence  of  persis- 
tent buying  of  high-yielding  utility 
stocks  by  individuals. 

You  need  the  courage  of  a  mountain 
lion  to  buy  into  the  final  phase  of  a 
severe  bear  market.  At  the  beginning 
of  September  1974,  the  Dow  Jones 
industrial  average  was  down  to  683, 
and  lots  of  stocks  looked  cheap.  But 
the  market  dropped  another  100 
points  within  a  month.  Then  it  soared 
300  points  in  little  more  than  a  year. 
But  it  was  easy  to  be  terrified  in  early 
October  1974  as  the  stock  market  slid 
through  600  like  a  hot  knife  through 
warm  butter. 

It's  never  obvious  until  after  the 
fact  where  the  exact  bottom  of  a  ma- 
jor bear  market  is.  But  late  in  a  bear 
market,  you  can  begin  to  get  a  convic- 
tion that  prices  are  so  low  that  oppor- 
tunities for  long-term  investors  are 
really  becoming  superior.  That's  the 
phase  the  stock  market  reached  in 
late  1974,  and  that's  the  phase  the 
bond  market  is  in  now. 

We're  not  sure  exactly  when  the  fall 
in  bond  prices  will  end,  although 
we're  partial  to  May  20,  1981  at  3:47 
p.m.  (about  two  weeks  after  regular 
subscribers  receive  this  issue).  But  we 
do  know  that  tax-exempt  bonds  with 
the  longest  maturities  are  currently 
yielding  12%,  and  that  corporate 
bonds  are  yielding  16%  to  17%. 

It's  currently  fashionable  to  believe 
that  double-digit  inflation  is  here  to 
stay,  but  we  believe  that  the  odds 
are  very  good  that  inflation  will  be 
running  at  a  single-digit  pace  over 
the  next  year,  over  the  next  five 
years  and  over  the  next  ten  years.  If 
so,  bonds  purchased  near  current  lev- 
els are  likely  to  be  exceptional  long- 
term  investments.  But  if  you  want 


to  speculate  in  the  futures  market, 
you're  on  your  own.  A  one-week 
surge  in  the  money  supply  could 
wipe  you  out. 

Investors  should  take  care  in  buying 
bonds  in  the  current  market  to  learn 
the  call  provisions  of  the  bonds  they 
may  wish  to  purchase.  If  you  are  going 
to  take  the  risk  of  buying  bonds  in  a 
weak  market,  you  want  to  be  able  to 
enjoy  a  high  yield  for  an  extended 
period  of  time. 

There  also  continue  to  be  sound  val- 
ues in  the  stock  market.  Ralston  Pur- 
ina (13),  for  example.  The  great  pet- 
food war,  which  broke  out  in  1977,  is 
beginning  to  abate,  and  the  com- 
pany's laggard  restaurant  business  is 
beginning  to  improve.  Strong  gains 
are  likely  in  Ralston's  grocery  oper- 
ations. We  expect  that  the  net  result 
will  be  a  rise  in  earnings  per  share 
from  $1.45  in  the  fiscal  year  ended 
September  1980  to  $1.70  in  fiscal 
1981  and  $1.90  in  fiscal  1982. 

If  you're  willing  to  live  with  the  risk 
of  buying  a  chemical  company  with  a 
lot  of  operating  leverage  in  order  to 
get  maximum  exposure  to  the  expect- 
ed upswing  in  synthetic  fibers,  buy 
Akzona  (13).  This  company  earned 
only  40  cents  in  1980,  but  could  earn 
$1.50  in  1981  and  $2.75  in  1982.  The 
financial  record  of  this  company  is 
very  volatile,  but  it  is  likely  to  benefit 
from  a  powerful  earnings  surge  over 
the  next  two  to  three  years. 

Archer- Daniels-Midland  (20)  is  a  cy- 
clical growth  stock  that  should  be  able 
to  generate  a  trend  growth  rate  of 
about  15%.  With  sugar  prices  weak, 
the  stock  has  been  laggard.  For  patient 
investors  willing  to  move  into  an  out- 
of-favor  company  at  a  reduced  price, 
the  stock  is  a  good  investment.  Earn- 
ings per  share  were  $2.03  in  1980  and 
should  rise  to  $2.64  in  1981  and  $3.30 
in  1982. 

Ogden  Corp.  (36)  has  been  able  to 
compound  earnings  since  1969  at  a 
12%  to  13%  rate,  with  gains  reported 
in  every  year.  Fully  diluted  earnings 
per  share  were  $3.99  in  1980.  Paced 
by  strength  in  shipbuilding,  earnings 
per  share  should  rise  by  about  20%,  to 
$4.85  in  1981  and  by  30%,  to  $6.45  in 
1982.  At  about  5.5  times  1982  esti- 
mated earnings,  the  stock  is  attrac- 
tively valued. 

We  continue  to  like  Combined  Inter- 
national Corp.  (21).  This  insurance 
company  earned  $3.53  last  year  and 
should  see  earnings  grow  to  $3.90  in 
1981  and  $4.70  in  1982.  The  company 
yields  over  7%  on  its  $1.60  dividend 
and  sells  at  less  than  5  times  estimat- 
ed 1982  earnings.  ■ 
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The  five  most 
dangerous  words 
in  the  English 
language. 


American 
Cancer 
Society 

We  want 
to  cure  cancer 
in  vour  lifetime. 


"Showers  of  Diamonds"  • 
Fountains  by  RAIN  JET« 
Extremely  beautiful  prismatic 
Fountain  Assemblies  in  bowls 
up  to  8-ft  with  lights,  or  Foun- 
tain Heads  only.  Patented, 
energy-saving  design  —  water 
recirculates.  Write  or  phone 
for  Full-Color  Literature. 

Dealer  Inquiries  Invited 

RAIN  JET  CORP..  Dept.  FS 

301  S  Flower  St  .  Burbdnk.  CA  91503 

Toll-free  800  423  2379 
Calif.:  213  849  2251  Collect 


★** 

^  N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(  Bet.  2  nd  &  3rd  Aves.) 
NYC.  753-8450-1 


LEADING  INTERNATIONAL  IRRIGA- 
TION FIRM  (agricultural,  industrial  uses) 
will  discuss  participation  North  Ameri- 
can activities  with  selected  principals. 
Marketing  network,  plant,  brand  identifi- 
cation aheady  here. 

Virgil  M.  Cummins,  430  West  34 
Street,  NYC  10001  or  (212  )  947-6031. 


Commodities 


Charts  give  a  very  clear  picture  of  price 
movements,  which  even  the  most  con 
firmed  fundamentalists  will  admit. 

A  NECESSARY 
TOOL 


By  Stanley  W.  Angrist 


No  one  knows  for 
certain  how  long 
technical  trading 
methods  have  been 
used,  but  presum- 
ably they  have  been 
around  about  as  long 
as  there  have  been 
organized  markets. 
Traders  have 
sought,  in  vain  of 
course,  the  perfect  trading  system — 
that  is,  a  system  that  permits  one  to 
remove  large  profits  from  the  market 
automatically  and  consistently.  The 
idea  is  as  intriguing  as  it  is  elusive. 

The  single  most  widely  used  tool 
that  technicians  turn  to  first  is  the  bar 
chart.  It  has  a  number  of  advantages, 
the  most  important  of  which  is  that  it 
is  the  simplest  of  all  charts  to  make 
and  interpret;  it  also  takes  but  a  few 
minutes  a  day  to  keep  current. 

Along  the  vertical  side  of  a  piece  of 
graph  paper  is  marked  a  price  scale, 
while  on  the  horizontal  scale  are 
marked  the  trading  dates.  For  each 
trading  day  a  vertical  line  is  drawn 
from  the  high  price  for  the  day  to  the 
low  price  for  the  day.  A  short  horizon- 
tal bar  is  then  drawn  extending  out  to 
the  right  from  the  line  at  the  closing 
price  of  the  day.  Each  day  a  new  line 
and  bar  are  drawn. 

But  do  you  really  want  to  keep  your 
own  charts?  Most  traders  do  not. 
They  prefer  the  convenience,  accura- 
cy and  compactness  provided  by  a 
commercial  chart  service.  Further- 
more, a  subscription  to  a  chart  service 
is  rather  inexpensive.  At  least  com- 
pared with  the  other  costs  incurred  in 
commodities  trading. 

Five  commercial  commodities 
chart  services  have  come  to  my  atten- 
tion. The  features  of  each  service  are 
briefly  described  here  as  well  as  its 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


subscription  rates.  The  services  are 
alphabetical  order. 

The  Commodity1  Chart  Service  (1  Li 
erty  Plaza,  New  York,  N.Y.  10006) 
the  oldest  of  all  the  services.  Cha 
sizes  are  not  standard.  These  char 
would  be  extremely  difficult  to  upda 
daily  because  the  maximum-si; 
chart  is  about  5  inches  by  7  inchi 
and  many  are  smaller.  Several  co: 
tract  months  are  offered  for  mo 
commodities.  Cash  price  data  is  all 
given — as  well  as  volume  and  ope 
interest  for  each  commodity.  Tw 
moving  averages  are  charted  (ten  da* 
and  a  front-weighted  combination  a 
erage)  for  major  commodities.  Tf 
service  also  provides  a  compute 
trend  analysis  for  most  commoditii 
showing  resistance  and  support  area 
A  one-year  (weekly)  subscription 
$265;  a  three-month  subscription 
$90  and  a  one-issue  trial  is  $7.50. 

Commodity'  Perspective   (327  Sou 
LaSalle  St.,'  Chicago,  111.  60604) 
probably  the  largest  service  in  tern 
of  subscribers.  It  is  a  chartist's  cha 
service.  That  is,  the  charts  are  larj 
(9V2  inches  by  12  inches),  and  are  d 
signed  to  allow  subscribers  to  upda 
their  charts  daily.  Charts  are  providi 
for  almost  all  months  with  substantii 
open  interest.  Each  main  chart  shov 
price  data  for  the  previous  33  week 
while  weekly  charts  look  back  for  1 
weeks.  Volume  and  open  interest  da 
are  provided  as  well  as  graphs  utilizi; 
4-,  9-  and  18-day  moving  averages, 
relative  strength  index  and  a  tradii 
tool  known  as  the  "Trend-A-Lizer" 
provided  to  aid  traders.  Sixteen  chai 
for  popular  spreads  are  also  given, 
ofte-year    subscription  (weekly) 
$295;  a  three-month  subscription 
$100.  This  service  will  provide  a  fr 
sample  copy  on  request. 

Commodity  Price  Charts  (219  Par 
ade,  Cedar  Falls,  Iowa  50613)  is  ai 
other  comprehensive  chart  servic 
The  charts,  however,  vary  in  size  ai 
would  be  difficult  to  update  on  a  dai 
basis.  Charts  are  provided  for  mo 
than  one  contract  month.  Volume  ai 
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n  interest  data  are  also  provided. 
:  service  provides  point  and  figure 
rts  for  the  more  popular  commod- 
5.  Some  spread  charts,  cash  price 
rts  and  basis  charts  are  also  given. 
:  usual  4-,  9-  and  18-day  moving 
rage  charts  are  provided  for  a  num- 
of  commodities.  A  table  of  com- 
ments of  various-size  trades  is  pre- 
ted.  Weekly  charts  are  mailed  on  a 
rterly  basis  to  subscribers.  A  one- 
r  subscription  (weekly)  is  $250;  a 
:e-month  subscription  is  $75.  A 
;le-issue  trial  is  $7. 
unn  &  Hargitt's  Commodity  Service 
).  Box  1517,  Lafayette,  Ind.  47902) 
be  lowest-priced  service  of  those 
er  review.  The  charts  are  present- 
in  two  sizes,  6'/2  inches  by  10 
les  and  6V2  inches  by  AVi  inches, 
possible  to  update  these  charts  on 
lily  basis,  but  in  some  cases  scale 
)lems  would  be  encountered.  Vol- 
;  and  open  interest  data  is  pro- 
id,  as  are  optimized  point  and  fig- 
charts.  In  most  cases  only  the 
rest  contract  is  charted,  though  on 
ision  the  next  month  out  is  also 
ted.  Charts  go  back  for  six 
iths,  while  the  weekly  charts, 
wn  as  insets,  go  back  for  a  year, 
first  two  pages  of  each  issue  con- 
comments  recommending  action 
a  number  of  commodities  that 
n  to  be  getting  ready  to  move.  A 
■year  subscription  is  $95;  a  ten- 
k  subscription  is  $18.25. 
aphix  Commodity  Charts  (30  West 
hington  St.,  Suite  1432,  Chicago, 
$0602)  is  the  newest  of  the  chart 
ices  described  here.  This  service 
rs  its  charts  in  two  colors,  which 
:es  them  particularly  easy  to  read, 
charts  are  large  (9'/2  inches  by  12 
les)  and  though  several  contracts 
:harted,  only  the  nearest  month  is 
able  for  updating.  Cash  prices,  dai- 
olume  and  open  interest  data  are 
ented  as  are  4-,  10-  and  18-day 
ring  average  charts.  Each  four 
ks,  subscribers  receive  a  set  of 
ad  charts;  each  eight  weeks  they 
ive  ten-year  weekly  continuation 
rts  of  the  nearest  futures  con- 
ts.  A  one-year  subscription  (week- 
s  $325;  three  months  is  $110.  A 
le-issue  trial  is  $10. 
11  of  the  rates  quoted  above  in- 
le  first-class  postage.  Charts  are 
nded  to  be  received  on  Monday 
ning,  but  whether  that  happens  or 
depends  mostly  on  your  local  post 
:e.  Most  services  will  ship  special 
very  for  another  $2  per  week.  Any 
le  above  chart  services  would  be 
id  to  a  serious  trader,  even  if  they 
e  used  but  infrequently.  ■ 


Let  Value  Line 
Help  You  Identify 

400  STOCKS 
TO  AVOID  NOW 

Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months. 

An  otherwise  solid  stock  portfolio  can  be  held  back  by  a  few  lagging 
stocks  so  it's  important  to  be  able  to  identify  the  least  timely  stocks 
as  well  as  the  most  timely  ones.  (In  some  years  a  great  company  can 
translate  into  a  lagging  stock.)  And  to  be  immediately  aware  of  sig- 
nificant changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment  Survey  every  week  of  the  year 
ranks  1700  stocks— each  relative  to  all  the  others— for  Probable 
Market  Performance  in  the  next  12  Months,  as  follows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2  (Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (below  Average) 

100  stocks  are  ranked  5  (Lowest) 
Note:  Not  every  stock  will  always  perform  in  accordance  with  its 
rank.  But  it  is  a  fact  that  favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with  remarkable  consistency 
since  the  ranking  system  was  introduced  in  1965. 
While  past  performance  can  never  guarantee  future  success,  this 
record  of  15  years  of  successful  discrimination  strongly  suggests 
that  you  can  tilt  the  investment  probabilities  in  your  favor  by  using 
The  Value  Line  ranks  to  give  you  objective  indexes  not  only  of 
timeliness  but  Safety  and  estimated  yield  as  well. 

SPECIAL  OFFER 

Value  Line  is  offering  a  special  introductory  10-week  trial  subscrip- 
tion to  The  Value  Line  Investment  Survey  for  only  $33— about  half 
the  regular  price,  provided  you  have  not  had  a  subscription  in  the 
past  two  years.  As  a  double  bonus  at  no  additional  charge,  you  will 
receive  the  2000-page  Investors  Reference  Service  (covering  1700 
stocks)  which  will  be  updated  every  week— filing  takes  but  one 
minute  a  week— and  the  96-page  booklet  "Evaluating  Common 
Stocks." 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 

Department  916A25 
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INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$33  to  The  Value  Line  Survey  (limited  once 
to  any  household  every  two  years)  and 
send  me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  sub- 
scription for  $330  and  send  me  the  two 
bonuses  listed  above.  There  are  no 
restrictions  with  this  annual  subscription. 

SPECIAL  EXTRA  BONUS 
A   pocket-size  CREDIT 
CARD   LCD  CALCULA- 
TOR given  to  you  when 
you  order  The  Value 
Line  Investment  Survey  for  one  year. 
This  subscription  is  tax-deductible  and 
non-assignable. 
I  (N.Y.  residents  add  sales  tax.) 

—  .  .  _ 
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□  My  payment  is  enclosed.  □  Please 
charge  to:  □  American  Exp.  □  Master 
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INDUSTRIAL 
FUND 


seeking  growth  with  income 


NO  SALES  CHARGE 
■ 

NO  REDEMPTION  FEE 
■ 

FREE  TELEPHONE  EXCHANGE 


Call  Free  in  Continental  U  S  1-800-525-9831 
In  Colorado  call  collect.  779-1233 


Financial  Programs,  Inc. 

P.O.  Box  2040,  Denver,  CO  80201 

For  more  complete  information  about  Financial  Industrial  Fund, 
including  management  tee  charges  and  expenses,  please  write 
or  call  (or  a  prospectus  Read  it  carefully  before  you  invest  or 
send  money. 
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CORPORATE  REPORT 


Take  advantage 
of  this  new,  low-cost 
advertising  service 
from  Forbes 

It's  where  publicly-held  corporations 
can  report  current  developments  to 
America's  most  important  investors. 

Corporate  Report  Updates  will 
appear  once  a  month  in  1981.  For 
added  editorial  impact  and  rele- 
vance, it  will  be  positioned  in  Forbes' 
popular  section,  "Money  and 
Investments." 

The  cost  is  modest.  A  minimum- 
sized  message  (36  lines)  is  only 
$2,124,  which  is  just  $3.08  for  each 
thousand  subscribers.  Additional 
space  at  $59  per  line. 

Call  or  write  today  for  all  the  details: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes Inc 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone: (212) 620-2371 


A  financial  panic  is  coming.  Here  are  three\ 
signs  that  will  announce  its  arrival. 

THE  IMPORTANCE 
OF  FEAR 


By  Ashby  Bladen 


I  have  been  predict- 
ing that  we  are 
heading  for  a  finan- 
cial panic  in  this 
country.  How  will 
we  know  when  the 
crisis  is  upon  us? 
Here  are  three 
things  to  look  for: 

1 )  New  highs  in 
interest  rates,  as 
overextended  borrowers  try  to  bid  li- 
quidity away  from  each  other. 

2)  New  peaks  in  personal  and  corpo- 
rate bankruptcies,  including  a  couple 
of  spectacular  examples  of  the  latter. 

3)  Not  a  slippage,  but  a  real  crash,  in 
house  prices. 

We  are  getting  close.  Long-term 
bond  yields  are  at  record  highs.  (That 
Michigan  Bell  Telephone  issue  came 
out  at  15.93%  and  then  broke  three 
points!)  Bankruptcies  are  rising,  too. 
Housing  prices  are  still  holding  firm 
in  parts  of  the  country,  but  they  are 
softening  in  others. 

As  a  financial  manager,  I  am  in  the 
peculiar  position  of  plumping  for  a 
financial  crisis  because  I  do  not  see 
any  other  way  of  avoiding  hyperinfla- 
tion. Accelerating  inflation  was  the 
inevitable  consequence  of  the  politi- 
cal policies  of  the  last  20  years.  That 
inflation  can  be  broken  only  by  a  fi- 
nancial crisis.  Otherwise,  it  is  virtual- 
ly certain  to  end  in  hyperinflation  and 
the  destruction  both  of  our  present 
financial  system  and  of  the  accumu- 
lated savings  that  are  held  in  the  form 
of  financial  claims. 

That  is  why  I  consider  the  Reagan 
Administration's  attempt  to  do  some- 
thing decisive  about  the  inflation  to 
be  of  crucial  importance.  It  has  the 
best  chance  since  the  Eisenhower  Ad- 
ministration to  break  the  inflation.  If 

Ashby  Bladen  is  senior  vice  president-invest- 
ments for  the  Guardian  Life  Insurance  Co  of 
America,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


it  fails,  inflation  will  surely  get  muc 
worse  before  another  such  opportun 
ty  develops.  At  the  moment  I  am  ba 
ing  my  investment  strategy  on  \k 
assumption  that  the  Reagan  polk 
will  not  fail,  and  that  both  our  final 
cial  system  and  our  savings  will  corr 
through  somewhat  battered  ar 
bloodied,  but  undestroyed.  Howeve 
the  Administration  has  elected  to  w\ 
only  one  of  the  two  possible  weapor 
against  inflation. 

I  am  of  two  minds  about  the  Ai 
ministration's  proposals  with  respei 
to  taxing  and  spending.  I  have  argue 
that  most  people  are  not  quite  as  flex 
ble  and  responsive  as  economist  A 
thur  Laffer  implicitly  assumed  wht 
he  asserted  that  a  30%  cut  in  incon 
tax  rates  would  cause  us  all  to  work ! 
much  harder  and  earn  so  much  mo 
that  in  three  years  government  re 
enue  would  actually  be  up,  not  down 
regard  the  Lafferite  element  in  tf 
Administration's  policy  as  a  despera 
gamble  that  could  backfire  and  sei 
ously  worsen  the  inflation. 

On  the  other  hand,  the  Administr 
tion  may  not  really  have  a  choi« 
about  taking  the  chance.  There  is  r 
question  that  current  income 
rates  constitute  a  serious  disincenti' 
to  productive  efforts.  I  recently  calc 
lated  what  I  earn  by  writing  this  cc 
umn,  after  the  federal,  state  and  ci 
governments  have  taken  their  cut  c 
the  top.  If  I  were  doing  it  just  for  tl 
money,  I  wouldn't  be  doing  it. 

And  it  seems  clear  that  our  Amei 
can  system  of  self-levying  incon 
taxes  is  beginning  to  break  dow 
While  the  statistical  data  on  the  su 
terranean  economy  are  necessarily  l 
direct,  inferential  and  unreliable,  it 
obvious  that  a  growing  number 
people  have  had  it  with  paying  1 
come  taxes,  and  are  opting  out  of  tl 
system  altogether.  I  doubt  that  man 
people  who  have  learned  that  you  c« 
get  away  with  evading  income  tax 
will  go  back  to  paying  them  just  b 
cause  the  rates  are  cut,  but  it  do 
seem  essential  to  reduce  them  befo 
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^body  disappears  into  the  subter- 
an  economy. 

any  case,  the  federal  government 
iviously  going  to  continue  trying 
)  more  than  the  American  people 
/illing  to  pay  for  through  taxes.  In 
r  words,  it  will  go  on  borrowing 
spending  on  things  other  than 
uctive  real  investments,  and  to 
vay  of  thinking  that  is  the  funda- 
tal  cause  of  inflation.  The  only 
r  way  to  fight  the  inflation  is  to 
ce  the  personal  and  corporate  sec- 
ability  to  borrow  and  spend  ex- 
vely  through  what  is  usually 
d  monetary  policy,  and  which  I 
x  to  call  liquidity  policy.  There  is 
uestion  in  my  mind  that  this  Ad- 
stration  will  steadily  encourage 
:ed  to  pursue  a  restrictive  policy, 
is  essential  to  realize  that  the  no- 
that  Fed  policy  is  capable  of  being 
y  tuned  is  an  illusion  because  the 
I  that  makes  it  effective  is  fear.  As 
as  financial  managers  like  myself 
ct  the  markets  to  remain  liquid, 
/ill  create  all  the  credit  that  bor- 
:rs  are  willing  to  pay  for,  and  the 
tion  will  worsen.  It  is  only  when 
ecomC  afraid  that  our  depositors 
policyholders  will  want  to  with- 
their  savings  and  we  will  be  able 
ise  the  funds  only  by  selling  in- 
nents  at  ruinous  losses,  that  we 
pull  in  our  horns  and  refuse  to 
i  available  all  the  credit  that  the 
cet  demands.  When  that  happens, 
)wers  who  were  marginally  cred- 
rthy,  and  who  need  the  funds  not 
nance  a  new  investment  but  to 
ance  a  maturing  debt,  find  that 
are  no  longer  creditworthy  and  go 
;rupt.  That  is  what  constitutes  a 
icial  crisis. 

my  book  I  described  the  process 
'hich  the  prices  of  the  currently 
ilar  inflation  hedges  get  pushed 
ar  with  too  much  credit,  and  then 

their  financial  underpinnings 
:ked  out  from  under  them  by  a 
it  crunch.  I  showed  how  this  had 
iened  to  convertible  bonds  in 
,  to  conglomerate  stock  prices  in 
-70  and  to  the  leveraged  REITs  in 
-75.  I  concluded  that  the  next 

localized  financial  crisis  would 
trticularly  severe  because  the  cur- 
y  popular  and  overleveraged  mfla- 
hedge  was  clearly  houses. 

to  repeat,  the  early  signs  of  an 
tion-breaking  financial  crisis  are: 
rd  highs  in  interest  rates;  new 
s  in  personal  and  corporate  bank- 
cies,  and  a  crash  in  house  prices. 
>  this  checklist  in  mind  when  you 

the  paper  during  the  next  few 
ths.  ■ 


BARRON'S,  Dept.  3 LAN 
200  Burnett  Road 
Chicopee,  MA  01021 

Yes.  please  enter  my  subsc  ription 
to  Barron's. 

□  30  weeks      □  Payment  enclosed, 
for  $29 

□  52  weeks      □  Bill  me. 
for  $49 

Name  


Company. 
Address _ 
City  


State. 


MONEY  MARKET  YIELDS 
WITH  ONLY  $1,000 

Money  market  funds  offer  substantial  advantages: 

□  Prompt  liquidity  by  telephone 

D  Free  checkwriting  over  $500 

D  No  early  withdrawal  penalty 

D  Free  exchange  with  other  Price  stock  and  bond  funds 

D  No  sales  charge 

Call  toll  free  1-800-638-5660.  In  Md.  1-800492-1976. 
In  Balto.  547-2308. 


Rowe  Price  Prime  Reserve  Fund,  Inc 

100  E.  Pratt  Street,  Baltimore,  Maryland  21202 


Name. 


Address. 


City. 


State. 


Zip. 


For  more  complete  information,  including  management  fee  and  other  charges  and 
expenses,  obtain  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
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Don't  blame  investor  greed  and  stupidity 
for  the  steady  growth  of  shaky  and  unpro- 
ductive tax  shelters.  Blame  Congress. 

THE  FUTILITY 
OF  SAVING 


MONEY  &  INVESTMENTS 


By  Srully  Blotniek 


Tax  havens  are 
nothing  new.  Nei- 
ther are  tax  shelters. 
But  I've  never  seen 
the  investors  in  my 
sample  so  con- 
cerned as  they  are 
now  about  being  au- 
dited as  a  result  of 
having  sheltered  or 
off-shore  income. 
Are  these  investors  being  greedy  or 
stupid?  Not  at  all.  They  are  simply 
reacting  rationally  to  a  tax  system 
that  mindlessly  punishes  the  prudent, 
the  thrifty,  people  who  invest  rather 
than  spend.  This  is  convincingly  dem- 
onstrated in  a  report  recently  done  by 
Price  Waterhouse  for  the  Office  of 
Economic  Research  of  the  NYSE. 

The  report,  entitled  "Tax  Policy  In- 
centives to  Capital  Formation," 
shows  clearly  that  corporations  are 
given  approximately  the  same  tax 
treatment  here  they'd  receive  in  Ja- 
pan, Canada  or  the  principal  European 
economies.  In  other  words,  our  tax 
system  does  not  punish  the  corpora- 
tion. What  it  does  to  the  individual 
investor,  however,  is  something  else 
again.  Even  countries  that  we  consid- 
er semisocialist  often  treat  the  thrifty 
better  than  we  do. 

Using  the  assumption  that  the  indi- 
vidual in  question  receives  an  annual 
salary  of  $50,000,  has  a  (nonworking) 
wife  and  two  children,  has  medical 
expenses  of  $2,000,  and  pays  real  es- 
tate taxes  of  $2,000,  mortgage  interest 
of  another  $2,000  and  miscellaneous 
interest  expense  of  $1,000,  Price  Wa- 
terhouse made  a  country-by-country 
comparison  in  order  to  see  where  he 
fares  best,  or  worst. 

It  will  surprise  few  readers  of  Jerry 
Flint's  incisive  article  in  the  Apr.  27 

Dr.  Srully  Blotniek  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology'  of  Successful 
Investing. 


Forbes,  that  Sweden  takes  by  far  the 
largest  portion  of  earned  income, 
about  62%.  The  U.S.  is  in  the  middle, 
with  26%— $12,900  of  the  $50,000. 
Italy,  Japan  and  West  Germany  are 
the  next  lowest,  taking  25%,  24%  and 
20%,  respectively.  But  the  lowest  of 
all  will  surprise  many:  It  is  France, 
where  the  government  grabs  just 
1 1%— $5,700  of  the  $50,000. 

When  investment  income  of  var- 
ious kinds  is  added  to  the  picture,  it 
changes  in  a  way  that  is  decidedly 
detrimental  to  U.S.  citizens.  The  U.S. 
is  in  the  middle  when  it  comes  to 
taking  away  its  citizen's  salary  and 
earnings;  it  is  close  to  the  top  in  seiz- 
ing dividend  and  interest  income  and 
capital  gains.  If  in  addition  to  his 
$50,000  salary  our  hypothetical  indi- 
vidual receives  $10,000  in  dividends 
on  the  stocks  he  owns,  Sweden  again 
takes  the  most,  a  whopping  82%  of  it. 

But  guess  who's  next?  We  are.  The 
U.S.  takes  47%  of  it.  In  fact,  the  U.S. 
and  Sweden  are  the  only  two  countries 
in  the  sample  that  treat  dividends  as 
though  they  were  interest  income. 
The  other  countries  give  dividend 
earners  a  tax  break,  by  crediting  them 
with  a  certain  portion  of  the  tax  the 
corporation  paying  the  dividend  paid 
on  its  income.  That  results  in  a  true  tax 
credit  for  those  who  collect  dividends, 
since  if  the  stockholder's  credit  ex- 
ceeds the  tax  liability  on  his  dividend 
income,  he  can  apply  it  against  his  oth- 
er tax  liabilities. 

Japan  and  Britain — yes,  Britain — 
take  nearly  40%,  less  than  the  U.S. 
does.  Canada,  Italy  and  West  Ger- 
many take  significantly  less:  23%, 
21%  and  14%,  respectively.  By  the 
way,  the  lowest  once  again  is  France, 
which  wants  only  $390 — about  4%  of 
the  dividend  income. 

The  second  kind  of  investment  in- 
come our  hypothetical  taxpayer  re- 
ceives is  interest.  Assuming  he  col- 
lects $5,000  in  interest,  that  money  is 
taxed  at  a  marginal  rate,  which  is  over 
and  above  that  imposed  on  the 
$60,000  ($50,000  salary  plus  $10,000 


dividends)  already  recorded.  Swe 
naturally,  takes  the  largest  bite:  8i 
Three  major  economies  take 
50%:  Japan,  Canada  and  the  I 
which  want  60%,  57%  and  53% 
spectively.  France  isn't  the  \o\ 
this  time,  but  is  in  second  plac« 
only  a  small  amount.  Italy  wants  1 
of  the  $5,000,  France,  21%. 

Capital  gains  generally  receive 
vorable  tax  treatment  in  every  c« 
try  in  the  sample,  with  Sweden  tal 
what,  for  it,  is  a  piddling  39%  o 
assumed  $34,000  gain — Britain,  C 
ada  and  the  U.S.  in  turn  take  3 
28%  and  27%.  West  Germany 
France  (which  only  began  impo 
the  tax  in  1979)  each  collect  6%.  1 
and  Japan  take  nothing  at  all;  a  caj 
gain  there  is  a  tax-free  profit. 

Now  let's  step  back  and  add  all 
up.  What  we  find  is  quite  shockin 
is  simply  this:  The  U.S.  is  the 
country  besides  Sweden  in  which 
tax  bite  on  total  investment  inc 
exceeds  one-third.  That  has  a  rr 
more  powerful  effect  on  the  beha 
of  investors  than  many  imagine, 
the  report,  in  conjunction  with 
partment  of  Commerce  data,  der 
strates  the  impact. 

The  following  table  compares  £ 
age  savings  rates — as  a  percentaj 
disposable  personal  income  for  1 
79 — and  the  tax  on  investment  inc 
of  $49,000.  That's  $10,000  of 
dends,  $5,000  in  interest  and  $34, 0' 
capital  gains,  on  top  of  a  salar 
$50,000.  Note  the  decrease  in  sav 
rates  when  read  from  top  to  bottoi 


Personal 

Investn 

savings 

incon 

Country 

rates 

tax  liab 

Italy 

23.1% 

6.4 

Japan 

21.5 

14.4 

France 

17.2 

7.3 

W.  Germany 

14.5 

11.8 

U.K. 

12.2 

32.5 

Canada 

10.3 

30.0 

Sweden 

9.1 

52.7 

U.S. 

6.3 

33.5 

Source:  Price  Waterhouse  for  the  Nl 


The  inverse  correlation  bet\ 
personal  savings  rates  and  investr 
tax  liability  certainly  is  not  per 
but  it  goes  a  long  way  toward  exp 
ing  why  the  U.S.  savings  rate  is  b 
the  lowest  of  the  lot.  It  also  exp! 
why  ordinary  investors  are  ta 
chances  with  shabby  tax  shelters 
desperate  effort  to  hang  on  to  a 
fruits  of  their  savings.  The  incer 
to  invest  is  eroded  significantly  1: 
large  a  tax  burden.  Tax  chang 
aimed  at  all  three  categories  of  in' 
ment  income — can't  be  put  in  f 
soon  enough.  ■ 
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special  advertising 
on  for  consumer 
luct  advertisers 
appear  in  the 
ember  23, 1981  issue, 
ing  date:  July  30. 


beautifully- 
designed  shopping 
catalog  of 
attractive  personal 
and  business  gift- 
giving  ideas  for 
the  holidays. 


About  the  collection 

The  Executive  Holiday  Gift  Collection  in  Forbes  will  be  a 
multipage  advertising  section  preceded  by  a  colorful, 
specially-designed  introductory  page  with  a  holiday  motif. 
It  will  be  presented  in  elegant,  quality  gift  catalog  fashion 
featuring  four  different  consumer  products  advertised 
per  page.  Each  ad  will  appear  in  full  color  along  with  a 
headline  and  descriptive  copy  of  no  more  than  30  words. 
The  Executive  Holiday  Gift  Collection  is  the  ideal  show- 
case to  attract  attention  from  the  right  people  to  your 
quality  products. 

The  low  cost  and  ease  of  participation 

The  total  cost  per  advertiser  is  only  $7,000  (commission- 
able).  This  single  cost  covers  everything.  That's  all  you 
aay  because  Forbes  handles  all  production  charges,  in- 
:luding  photography,  typesetting,  mechanicals  and  film 
separations.  Advertisers  simply  send  the  actual  product 
:o  be  advertised  in  the  collection  (slides  or  transparencies 
may  be  acceptable)  along  with  copy. 


As  an  added  bonus  for 
advertisers  in  the  new 
Executive  Holiday  Gift 
Collection,  reprints 
3f  the  section  will  be 
mailed  in  November 
to  12,000  of  Forbes' 
iighest-income  j. 
earners. 


Forbes  Magazine 

60  Fifth  Avenue  /  New  York,  NY  1 001 1 
Attention:  Mr.  George  Clissold 

I  am  interested  in  learning  more  about  advertising  partici- 
pation in  the  1981  Executive  Holiday  Gift  Collection. 


Name. 


Company. 
Address  _ 

City  

State   


Cost-efficient  coverage  of  a  prime  market 

This  is  a  special  opportunity  to  expose  your  quality  con- 
sumer product  to  the  most  affluent  major  magazine  mar- 
ket in  America.  At  a  cost  per  thousand  of  just  $10.14, 
advertisers  in  the  Executive  Holiday  Gift  Collection  will 
reach  690,000  Forbes  subscribers  who  have  an  average 
household  income  of  $93,100,  an  average  net  worth  of 
over  $700,000.  And,  one  out  of  every  seven  is  a  million- 
aire. Forbes'  subscribers  are  an  upscale  market  of  excep- 
tional affluence.  They  represent  a  prime  target  of  poten- 
tial buyers  of  quality  consumer  products  for  both  personal 
and  business  gift  giving. 

Act  now.  Participation  will  be  limited 

In  the  interest  of  generating  the  greatest  potential  excite- 
ment and  response  to  the  section,  the  catalog  will  present 
a  variety  of  holiday  gift  suggestions.  Advertisers  will  be 
accepted  on  a  first-come,  first-served  basis  to  insure  the 
broadest  possible  array  of  gift  ideas.  Don't  miss  out  on 
this  special  new  advertising  opportunity  of  putting  your 

product  message  into 
the  hands  of  Forbes' 
well-heeled  market  of 
holiday  gift  givers.  For 
further  information  use 
the  coupon  below  or 
call  George  Clissold 
(212)  620-2231. 

Forbes: 
CapitalistTbof 


-Zip. 


.  Title. 


Telephone 


Ben  Graham  disciple  Bruce  Robb  runs 
SAFECO' s  $1  billion  bond  portfolio  superb- 
ly— but  if  he  had  his  druthers,  hed just  as  soon 
be  casting  his  line  in  other  waters. 


Portrait  of  a 
bottom  fisherman 


By  Dero  A.  Saunders 


GOLD,  THE  PROSPECTORS  USED  tO 
say,  is  where  you  find  it.  If  you 
grant  that  SAFECO,  one  of  the 
best-run  U.S.  property  and  casualty  in- 
surance companies,  is  based  in  the  un- 
likely location  of  Seattle,  then  it's  easy  to 
believe  that  the  company  has  a  well-run 
program  for  investing  its  $833  million 
reserves,  mostly  in  municipal  bonds. 
What  is  harder  to  credit  is  that  the  man 
running  that  program,  Senior  Vice  Presi- 
dent and  Treasurer  Bruce  Robb,  isn't 
keen  at  all  on  bonds  as  an  investment. 

Investing,  for  an  insurance  company, 
is  hardly  an  exercise  of  unfettered  free- 
dom, however.  The  state  commissions 
that  watch  over  rates  and  reserves  like  to 
feel  that  funds  are  conservatively  invest- 
ed and  sure  to  provide  a  return.  Since 
casualty  insurers — unlike  life  compa- 
nies— can  get  full  tax  benefits  from  mu- 
nicipals, their  portfolios  are  heavily 
weighted  toward  municipals.  As  of  the 
end  of  March,  SAFECO's  portfolio  con- 
tained bonds,  virtually  all  municipals, 
carried  on  the  books  at  their  cost  of  $1 
billion.  Unfortunately,  because  interest 
rates  have  soared  since  many  of  these 
bonds  were  bought,  their  market  value 
today  is  just  $767  million. 

Is  that  bad?  Not  necessarily,  contends 
Robb.  By  custom,  insurers  carry  bonds 
and  sinking-fund  preferreds  on  the  books 
at  cost,  and  in  practice  they  nearly  al- 
ways hold  securities  to  maturity.  But 
that's  not  the  point,  says  Robb:  "Are 
high  interest  rates  beneficial  to  the  lend- 
er or  to  the  borrower?  I  think  they  are 
very  beneficial  to  the  lender.  A  little 
work  with  a  small  computer  would  show 
you  that  some  60%  to  70%  of  the  pro- 
ductive value  of  a  long-term  bond  relates 
to  the  reinvestment  rate  on  the  coupons 
you  receive  every  six  months. 

"I  used  an  illustration  of  our  mountain 
here  [meaning  Mt.  St.  Helens]  with  our 
finance  committee  a  year  or  so  ago  when 
our  bond  portfolio  was  badly  underwater. 


If  we  bought  a  City  of  Portland  6%  30- 
year  bond,  are  we  better  off  if  interest 
rates  do  not  change  at  all,  so  that  a  6% 
bond  stays  at  par  throughout  its  life  and 
produces  X  amount?  Or  are  we  better  off 
if  interest  rates  go  up,  we  have  a  30% 
depreciation  in  that  bond,  and  we  are 
reinvesting  those  6%  coupons  at  9%  or 
10%  throughout  the  period?  Really,  you 
could  light  your  cigar  with  the  bond  at 
the  end,  and  you  would  be  a  lot  better  off 
even  if  the  bond  defaults  in  its  last  year 
because  the  mountain  has  blown  and 
Portland  isn't  there  any  more.  That's 
why  I  say  we're  perfectly  willing  to  live 
with  this  bond  portfolio  underwater  to 
the  extent  it  is  and  have  the  opportunity 
to  reinvest  those  coupons  at  much  high- 
er rates." 

There's  a  catch,  of  course:  A  company 
must  never  get  in  such  a  bind  that  it  is 
forced  to  sell  depreciated  bonds — and 
that  hasn't  happened  within  modern 
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memory.  The  closest  brush  w 
years  ago  when  the  stock  market 
forced  some  insurers  to  liquidat 
ties,  which  are  the  volatile  parts 
portfolios,  valued  at  market.  "W< 
have  to  sell,"  says  Robb,  "and  did 
recovery.  That's  one  reason  why  < 
plus  ratio  is  2-to-l  and  one  of  the 
the  industry." 

Such  sophistication  was  not) 
thing  Robb  brought  to  SAFEO 
him.  Now  61,  he  had  graduate 
Annapolis  just  as  World  War  II 
and  was  not  discharged  from  th 
until  1947.  "My  father  had  b 
economist  [at  the  University  of 
ka]  and  an  investor,  quite  a  su> 
one.  So  I  went  to  Columbia  ti 
under  Dave  Dodd  [of  the  legends 
ham  and  Dodd  partnership]."  B< 
ham  gave  only  an  occasional  lect 
ing  the  time  that  Robb  was  a  sti 
but  his  original  copy  of  Grab.; 
Dodd's  pioneering  work,  Security  J 
still  occupies  a  prominent  pi 
Robb's  office  bookshelf. 

In  1948,  after  completing  his 
course  work,  Robb  went  to  work 
Street  as  a  railroad  analyst  foi 
Dodge  &  Co.  (since  merged  into 
Peabody).  He  joined  SAFECO  ii 
His  predecessor-boss,  Richard  d 
was  primarily  a  bond  man. 
management  thought  the  compi 
grown  to  the  point  where  the 
have  two  people  [in  investmen 
came  out  here  to  manage  the  c 
stocks." 

Equities  are  still  what  turns  F 
and  he  loves  to  discuss  the  one 
SAFECO's  portfolio  in  equities 


SAFECO  money  manager  Bruce  Robb 

"Are  high  interest  rates  beneficial  to  the  lender  or  to  the  borrower?" 
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ave  said  we're  bottom  fisher- 
are  contrary-opinion-oriented. 
:ry  price-conscious,   and  I'm 
of  high  P/E  ratio  stocks.  For 
we  bought  one  of  our  local  re- 
red  Meyer,  eight  or  ten  years 
id  a  growth  rate  much  better 
of  Sears;  it  had  a  price/earnings 
than  half  that  of  Sears.  The 
pled  within  that  time,  while 
reciated  50% .  Now  I  would  turn 
I:  Last  year  we  bought  Sears, 
It  had  a  very  nice  yield,  and 
.  get  itself  straightened  out  one 
days.  It  may  not  be  the  great 
tock  of  the  past,  but  I  think 
e  it  will  sell  higher  than  $18  or 
re." 

ola  is  another  former  high  P/E 
t  Robb  bought  for  its  combina- 
ld  and  recovery  potential.  He  is 
k  to  sell  stocks  that  he  feels 
their  rise:  He  cut  his  U.S.  Steel 
n  half  after  the  stock  had  dou- 
bout  18  months,  and  recently 
is  holdings  of  McGraw-Edison 
when  it  rose  from  36  into  the 
ifter  the  end  of  1980. 
ys  find  it  difficult  to  enunciate 
lr  approach  to  common  stock 


investments;  it's  much  easier  to  say 
what  we  don't  do.  We're  not  chartists. 
We're  not  MPT  [Modern  Portfolio  The- 
ory] people.  I'm  skeptical  of  MPT.  We're 
low  P/E  ratio-oriented.  We're  not  really 
growth  stock  investors,  though  we  have 
a  mutual  fund — SAFECO  Growth  Fund — 
and  we  do  use  growth  stocks  there,  such 
as  Omark  Industries. 

"Yield  is  much  more  important,  I  feel, 
for  insurance  company  portfolios  than  it 
would  typically  be  for  an  investor.  We  get 
an  85%  dividend  tax  credit  on  common 
and  preferred  stock  dividends,  so  that  tax 
treatment  of  dividends  is  better  than  the 
tax  treatment  of  capital  gains.  And  in- 
vestment income  is  the  really  solid  part 
of  the  earnings  power  of  an  insurance 
company,  because  your  underwriting  re- 
sults fluctuate  from  year  to  year. 

"I  think  we  are  also  very  patient  inves- 
tors. We  have  some  stock  holdings  that 
we've  had  for  40  years,  such  as  Weyer- 
haeuser and  SEAFIRST.  I  have  a  bit  of 
the  philosophy  that  everything  is  cycli- 
cal; if  the  earnings  aren't  cyclical  at  least 
the  stock  prices  are.  I'm  much  more  in- 
terested in  looking  at  the  new  low  list 
every  day  in  the  Wall  Street  Journal  than  I 
am  in  the  new  high  list.  We  try  to  ana- 


lyze companies  that  may  be  having  some 
difficulty  now  but  that  we  feel  will 
straighten  themselves  out  within  two  or 
three  years  and  recover." 

Robb  is  proud  that  SAFECO's  equities 
have  outperformed  the  Standard  &. 
Poor's  500  by  37%  over  the  last  ten  years 
on  a  yield-plus-appreciation  basis 
(though  they  didn't  do  as  well  last  year: 
not  enough  oil  stocks).  He  is  also  quite 
aware  of  his  preference  for  equities.  "I 
have  always  had  a  feeling  that  bonds  are 
a  heads-you-don't-win-and-tails-you-lose 
operation.  If  interest  rates  go  down,  un- 
less you're  awful  careful  you  get  your 
bonds  called  and  you're  forced  to  reinvest 
in  a  lower  market;  and  if  interest  rates  go 
up  as  they  have,  your  bonds  deteriorate 
in  price." 

But  he  is  also  keenly  aware  of  his  envi- 
ronment: "An  insurance  company  has 
some  special  requirements.  The  portfolio 
isn't  my  individual  portfolio.  Tradition- 
ally insurance  companies  have  all  been 
large  holders  of  bonds,  and  I  think  prop- 
erly so." 

Moral:  As  the  circus  fat  lady  said  to  her 
good,  good friend  the  dwarf  "Honey,  just  do 
the  very  best  you  can  with  what  you've 
got."  ■ 


sagging  profits,  stock  prices  of  the  big 
products  firms  have  been  moving  up 
An  earnings  bang  is  coming.  But  when 
right  time  to  buy? 


Knock  on  wood 


By  Thomas  Jaffe 


■orate  shoppers  have  been 
pping  up  forest  products  com- 
ies  faster  than  a  lumberjack  can 
jglas  fir.  Brascan  bought  into 
ix,  Noranda  won  the  fight  for  a 
acMillanBloedel,  Abitibi-Price 
[ympia  &  York  Development  of 
nd  Murphy  Oil  has  a  piece  of 
Meanwhile,  Hammermill  and 
International  caught  the  eye  of 
n  and  Europe's  Jimmy  Gold- 
spectively.  Southwest  Forest 
.F.  Hutton  as  well  as  Saul  Stein- 
ral  Paper  Board,  finally,  capti- 
irrepressible  Steinberg  and  Te- 
minent  Dr.  Singleton. 


This  carnival  is  doubtless  far  from 
over.  But  instead  of  trying  to  pick  the 
next  backwoods  beneficiary  of  the  un- 
dervalued asset  play,  consider  instead 
four  giants  of  the  industry — Boise  Cas- 
cade, Champion  International,  Georgia- 
Pacific  and  Weyerhaeuser.  Together  they 
account  for  more  than  $16  billion  in  an- 
nual sales,  and  their  performance  and 
prospects  are  a  good  indicator  of  what's 
really  happening  in  forest  products. 

Last  year  these  companies'  profits  suf- 
fered from  a  case  of  early  blight.  With  the 
U.S.  housing  market  swooning  at  1.29 
million  starts  because  of  high  interest 
rates  and  reduced  demand,  earnings  de- 
clines ranged  horn  22%  at  Boise  to  39% 
at    Weyerhaeuser.    The  Tacoma-based 
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firm  also  was  hit  by  a  drop  in  demand  for 
logs  and  lumber  from  Japan,  which  in  a 
good  year  can  account  for  half  its  in- 
come. Even  G-P,  which  posted  the  Sev- 
enties' best  gains  through  skillful  diversi- 
fication into  chemicals  and  forward  inte- 
gration into  the  distribution  of  building 
products,  saw  earnings  tumble  25%. 

Not  surprisingly,  all  four  stocks  were 
stunted,  too.  Weyerhaeuser  did  the 
best — but  it  finished  1980  up  only  7.5% 
from  its  1979  closing  price.  Earnings  in 
the  first  quarter  were  hardly  robust: 
Boise  and  G-P  were  flat;  Champion  slid 
41%;  and  Weyerhaeuser  was  off  by  near- 
ly 50%.  Still,  investors  seem  to  see  more 
than  a  ray  of  hope.  Through  April  1981 
Boise's  shares  advanced  by  26%,  G-P 
was  up  17%,  Champion,  up  9%  and 
Weyerhaeuser,  up  6%. 

Is  a  comeback  in  the  offing  for  the 
housing  market?  Did  all  the  wise  inves- 
tors jump  in  at  the  bottom  of  the  cycle? 
Maybe.  Says  H.C.  Bowen  Smith,  forest 
products  and  paper  analyst  for  Salomon 
Brothers:  "You  go  where  the  biggest 
bang  is,  and  right  now  that  means 
these  guys."  According  to  Smith,  a  re- 
turn to  1.6  million  housing  starts  in 
1982  would  mean  earnings  of  $6.75  for 
Boise  (up  32%  from  last  year),  and  $5 
for  Weyerhaeuser,  double  the  level  of 
1980.  At  over  1.7  million  starts — the 
average  demand  for  housing  in  the  Sev- 
enties— Smith's  estimate  for  Boise  ad- 
vances to  $8 
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Consider  the  degree  of  upside  leverage 
the  housing  market  exercises  over  Geor- 
gia-Pacific. In  1980  building  materials  ac- 
counted for  $160  million  of  operating 
income, vs.  $434  million  in  1978,  the  year 
of  a  near-record  2  million  starts.  With  a 
return  to  1.7  million  starts  and  a  rise  in 
lumber  and  plywood  prices,  last  year's 
results  could  triple.  Then  add  in  an  in- 
crease of  $80  million  or  more  from  G-P's 
paper-products  side — which  has  been 
held  down  by  expansion  disruptions  and  a 
severe  margin  squeeze  last  year  in  the 
price  of  wood  chips.  Result:  the  potential 
for  a  $400  million  swing  in  operating 
income  in  just  two  years.  After  taxes  that 
becomes  more  than  $2.50  a  share.  With 
profits  from  G-P's  other  businesses  in- 
creasing at  15%  a  year — around  its  overall 
growth  rate  in  the  Seventies — the  com- 
pany's earnings  might  hit  $5.50  in  1983. 

Quite  a  bang.  The  trouble  is,  if  housing 
stays  in  the  dumps  that  12-gauge  shot- 
gun ends  up  with  about  as  much  oomph 
as  a  peashooter.  "We've  all  seen  the 
housing  market  depressed  before,"  says 
Lawrence  Ross,  analyst  at  Paine  Webber 


Mitchell  Hutchins,  "and  it's  always  re- 
covered, right?  But  with  continued  high 
interest  rates,  fixed  mortgages  harder  to 
get  and  variable  mortgages  coming  in, 
historical  analysis  is  no  good  anymore.  If 
you're  an  investor,  you  may  have  to  ask 
yourself,  'who  needs  to  play  this 
game?'  " 

In  fact,  all  but  the  most  stalwart  opti- 
mists on  Wall  Street  have  given  up  on 
the  notion  that  1981  starts  will  reach  1.5 
million  or  higher.  So  why  the  big  move 
in  stocks  like  Boise  and  G-P?  "If  interest 
rates  don't  come  down  and  the  paper 
sides  of  these  companies  stay  mushy  be- 
cause of  a  slow  economy,"  says  Smith  of 
Salomon,  "you've  got  to  look  out  to  earn- 
ings in  later  1982  or  1983.  At  present 
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prices,  these  stocks  appear  to  offer  annu- 
al returns  on  investment  of  more  than 
20%  over  the  next  24  months." 

But  that's  a  long  time  to  wait.  Boise, 
Champion,  Georgia-Pacific  and  Weyer- 
haeuser may  well  give  their  shareholders 
a  big  bang  in  1983.  However,  there's  a 
good  chance  that  these  stocks  will  trade 
down  again  relative  to  the  market  before 
the  move  comes.  The  longer  investors 
have  to  wait  for  a  turnaround  in  housing, 
the  more  likely  they  will  take  their  prof- 
its and  go  where  the  payoff  seems  more 
immediate.  Buy  the  gang  of  four  then. 
Later  on  they  will  offer  some  real  double- 
barreled  pump  action. 


Wall  Street  fiddles, 
London  soars 

Political  pundits  may  still  be  evaluating 
Margaret  Thatcher's  performance,  but 
British  investors  have  made  up  their 
minds.  In  April  the  Financial  Times  30- 
share  index,  London's  version  of  the 
Dow  Jones  industrials,  moved  up  nearly 
20%  to  an  alltime  high.  The  FT's  broader 
all-share  index  also  set  a  record,  and  the 
market's  total  capitalization  increased 
by  $15.4  billion  during  the  month.  "It 
was  like  being  surrounded  by  blood- 
thirsty Indians  when  the  Seventh 
Cavalry  suddenly  comes  over 
-  ^  the  hill,"  says  one  gleeful 
broker. 

Of  course,  there's  still  no 
lack  of  bad  economic  news. 
One  in  ten  Britons  is  now 
out  of  work  and  unemploy- 
ment is  growing.  Profits 
.-  -  -  ~~  have  been  cut  to — and  often 
into — the  bone.  Average  pre- 
tax margins  fell  to  only 
5V2%.  At  the  same  time,  the 
pound  soared  to  highs  not 
seen  for  a  decade,  threaten- 
ing export  markets.  Presti- 
gious Imperial  Chemical 
(ICI),  the  IBM  of  British 
stocks,  was  forced  to  cut  its 
dividend  for  the  first  time 
since  1938. 
Still,  Britain's  economy  was  deteriorat- 
ing as  it  was  improving — or  at  least  creat- 
ing the  conditions  for  possible  improve- 
ment. "What  the  market  is  saying,"  ex- 
plains William  Bain,  a  partner  with  Wood 
Mackenzie,  "is  that  Mrs.  Thatcher's 
strategy  is  working — that  we  are  going  to  ■ 
have  leaner,  fitter  companies."  Keith  Per- 
cy at  Phillips  &  Drew  agrees:  "British 
industry  is  so  depressed  that  you  only- 
need  for  the  economy  to  do  no  worse  to 
have  improved  performance." 

Investors  realize  that  high  unemploy- 
ment can  mean  improved  productivity. 
"Maggie  has  adjusted  things  so  that  now, 
instead  of  British  Leyland  paying  people 
to  do  bugger  all,  Social  Security  is  paying 
them  to  do  bugger  all,"  says  Alistair 


Grant,  a  partner  at  De  Zoete  & 
"Unproductive  workers  have 
shunted  onto  the  national  regis 
the  companies'  registers.  Most 
nies  won't  take  on  any  extra  labo 
can  help  it.  So  unemployment  v 
bad,  but  companies  will  do  bette 

At  ICI,  for  example,  profits 
$616  million  last  year,  just  10 
stockholders'  equity.  But  largely 
it  fired  some  5,000  workers,  tr) 
pany  reported  first-quarter  1981 
of  $1 12.8  million.  That's  still  we 
levels  of  a  year  earlier,  but  a  si? 
crease  over  its  previous  quarter, 
prisingly,  ICI  shares  surged  over 
April.  Robert  Cowel,  head  of  resi 
institutional    brokers  Hoare 
thinks  they  will  continue  to  out 
the  market  for  another  year  or  sc 

What  stocks  have  yet  to  spring 
Cowel's  picks  include  Unigate, 
products  company;  Woolworth, 
er;  and  Lucas,  an  automotive 
nents  maker.  Thanks  to  Nissar 
sion  to  build  a  Toyota  factory  in 
Lucas  is  becoming  less  depent 
still-troubled  British  Leyland.  A 
cas  orchestrated  a  $108  million  c 
ting  program,  which  eliminated 
its  work  force. 

Another  analyst,  Phillips  & 
Keith  Percy,  is  also  sifting  the  rv. 
companies  yet  to  shine.  He  likes 
son  Robinson  Group  Ltd.  and  Re 
national,  both  packaging  and  par. 
panies.  Percy  is  also  pushing 
devastated  textile  firms,  in  p 
Tootal  and  Coats  Patons.  These 
neat  geographical  spread,  he  say 
makes  them  a  hedge  against  the 
of  sterling. 

After  the  April  runup,  some 
are  betting  that  prices  will  fa 
Since  1973,  the  yield  gap  betwee 
and  government-guaranteed  bo 
called  gilts)  has  averaged  7%.  Bu 
with  equities  paying  5.5%,  th 
near-record  gap  of  almost  8% .  Sq 
that  back  to  normal  means  eithe 
in  stock  prices  or  a  rise  in  bono 
For  short-term  investors  the  C 
saw  "sell  in  May  and  go  awa 
again  prove  apt. 

Beyond  that,  think  twice  befor 
a  flyer  in  the  Thatcher  market, 
cans  who  invested  in  Britain 
made  a  substantial  windfall  prof 
value  of  sterling,  a  new  world  p 
rency,  soared  to  $2.44  late  last 
40%.  More  recently,  however,  a 
have  been  falling  and  the  poi 
backed  off.  Will  it  fall  further?  B| 
has  probably  been  discounted  in  j 
ent  price.  But  longer  term,  the 
value  depends  mainly  on  OPEC 
and  on  the  Reagan  Administrat 
solve  to  keep  the  dollar  strong.  C 
wrong  about  those  trends  cou. 
many   a   handsome   gain  in 
stocks. — Barbara  Ellis 
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>n,  battered  and  boring,  electric  utilities 
languished  for  years.  But  recently,  some 
have  begun  to  rage  on  Wall  Street. 


Power  play? 


By  Steve  Kichen 
nd  Newcomb  Stillwell 

n't  been  so  aggressive  since 
"  the  man  says,  a  little  breath- 
He  is  John  Attalienti,  senior 
alyst  at  Argus  Research  Corp., 
lot  hard  to  understand  his  ex- 
Squeezed  by  the  cost  push  of 
and  the  demand  pull  of  politi- 
tivated  regulators,  the  electric 
mpanies  he  follows  have  been 
but  healthy  for  a  long,  long 
id  their  slow-growing,  high- 
interest-sensitive  stocks  have 
1  worse:  As  interest  rates  have 
ever  upward,  electric  utilities 


have  traded  down,  down,  down.  .  .  . 

But  not  any  more,  thinks  Attalienti. 
The  reason?  Reaganomics  means  disin- 
flation means  lower  interest  rates.  "We 
think  long-term  interest  rates  are  headed 
on  a  substantial  downward  drift,  starting 
in  the  very  near  future  and  continuing 
into  1982,"  he  says.  "That  augurs  well 
for  utilities.  Most  are  selling  at  75%  of 
book  value,  and  we  think  they'll  be  back 
at  book  by  the  middle  of  1982."  That 
means  a  33%  average  gain. 

Yield,  of  course,  is  but  another  way  of 
saying  dividend,  and  utility  stocks  go  up 
not  only  on  falling  interest  rates  but  also 
on  rising  dividends.  Attalienti  sees  some 
good  news  there,  too;  less  inflation  and 


Rating  the  regulators 


tility  commissions  determine  industry  rates  of  return,  so  they  can  affect 
as  much  as  supply  and  demand.  That's  why  investors  should  watch 
ti  results  and  political  appointments  as  closely  as  balance  sheets. 


lie  regulatory  environment 
rom  Wall  Street 


xcellent 


J  Above  average    |    |  Average       |||  Below  average        |  Poor 


inessee  and  Nebraska  are  not  rated  because  these  states  do  not  have  investor-owned  utilities 
ilomon  Brothers 


Statistical  Spotlight 


lower  interest  rates,  after  all,  are  good 
news  for  any  capital-intensive  industry, 
and  electric  utilities  are  no  exception. 
Another  big  boost  comes  from  the  regu- 
lators: who  are  beginning  to  understand 
numbers  like  those  in  the  middle  table 
on  page  184,  which  shows  what  utility 
earnings  really  look  like  when  adjusted 
for  inflation's  impact.  As  a  result,  they 
are  beginning  to  realize  that  historical 
cost-based  rate  awards  are  rather  less 
than  adequate,  so  they  are  getting  more 
generous  with  relief.  Also,  with  demand 
slowing  as  a  result  of  higher  electricity 
prices,  construction  plans  have  been 
trimmed — good  news,  since  the  lower 
operating  costs  per  kilowatt  hour  for  a 
new  plant  are  more  than  offset  by  higher 
construction  and  financing  charges,  so 
more  capacity  means  tighter  margins. 
And  not  just  a  little  bit  tighter,  either:  As 
the  table  at  the  top  of  page  184  shows, 
even  some  of  the  slowest-growing  utili- 
ties do  a  fearsome  amount  of  construc- 
tion compared  with  industrials. 

"The  less  growth  a  utility  has  today, 
the  better,"  says  Attalienti.  "More  and 
more  managements  are  getting  it 
through  their  heads  that  there  is  an  elas- 
tic relationship  between  price  and  de- 
mand. And  as  financial  management  be- 
comes increasingly  predominant  over 
the  engineering  mind  set,  more  and 
more  are  getting  it  through  their  heads 
that  they'll  have  to  live  with  less  reserve 
capacity  than  in  the  past."  He  concludes: 
"Add  it  up  and  the  bottom  line  is  better 
dividends  on  better  earnings  and  lower 
payout  ratios,  with  some  companies 
playing  catch-up  for  dividend  growth 
that  has  trailed  inflation  in  the  past." 
That  means  33% plus. 

So  who  to  pick?  As  befits  a  sober  util- 
ity analyst,  Attalienti  grows  cautious. 
"Go  with  quality,"  he  says,  "companies 
that  can  weather  a  storm,  as  a  hedge  in 
case  the  scenario  is  wrong,  even  though 
you'd  get  a  slightly  better  play  in  the 
initial  stages  of  a  utility  rally  with  high- 
er-yielding, lower-quality  issues."  By 
quality,  he  means  companies  like  Florida 
Power  &  Light,  Florida  Power  Corp., 
Northern  States  Power,  Potomac  Elec- 
tric, Southern  California  Edison,  Texas 
Utilities,  Utah  Power  &  Light  and  Wis- 
consin Electric  Power,  among  others. 
That's  a  lot  of  companies,  but  then  there 
are  a  lot  of  utilities. 

And  Attalienti,  mirabile  dictu,  isn't 
alone.  Almost  as  bullish,  though  a  little 
chastened,  is  Daniele  Seitz  of  Smith  Bar- 
ney. "We  would  have  preferred  the  inter- 
est rate  decline  not  to  have  been  inter- 
rupted," she  says,  "but  our  fundamental 
outlook  hasn't  changed."  She  also  agrees 
with  Attalienti  on  the  prospect  of  robust 
dividend  growth  on  stronger  fundamen- 
tals, which  she  feels  will  prolong  a 
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Utility  stocks:  a  consumer's  guide 


Who's  growing,  who's  shrinking 


Total 

Construction 

kwh  sales 

Reserve 

1980-82 

change 

margin 

.  as  %  of  total 

Recent 

Indicated 

Company 

1979-80 

1980' 

capitalization2 

price 

yield 

Increases 

Central  &  South  West 

9.1% 

24.3% 

66% 

13% 

11.5% 

Public  Service  Co  of  NM 

8.9 

18.3 

71 

22l/s 

12.1 

Southwestern  Public  Service 

8.5 

24.5 

45 

11% 

11.9 

Texas  Utilities 

8.1 

38.3 

43 

18% 

10.1 

The  Southern  Co 

7.5 

21.2 

46 

llYn 

14.1 

Decreases 

Northern  Ind  Public  Service 

-7.6% 

38.8% 

69% 

107/8 

13.8% 

Detroit  Edison 

-7.2 

27.3 

55 

\m 

13.9 

Cleveland  Electric  Illuminating 

-4.6 

39.2 

40 

14% 

14.5 

Toledo  Edison 

-4.2 

34.4 

40 

16 

14.3 

Nevada  Power 

-3.2 

18.5 

81 

18% 

12.9 

Time  was  when  high-growth  compa- 
nies were  Wall  Street  favorites — but 
not  so  today.  Booming  kilowatt-hour 


struction  and  the  need  for  frequent 
rate  hikes.  So  many  analysts  favor 
slow-growth  utilities  with  healthy  re- 
serve capacity  already  in  place. 


'Reserve  margin  shows  the  relationship  between  spare  generating  capacity  and  peak  load  demand, 
^ata  from  Argus  Research  Corp. 


Who's  hurt  least  by  inflation 


Rising  prices  ravage  capital-intensive 
utilities,  as  this  analysis  of  current- 
cost  earnings  indicates.  For  only  a  few 
firms  does  the  ratio  of  inflation-ad- 


justed profits  to  reported  income  top 
50%;  the  great  bulk  of  utilities  have 
little  real  earnings  at  all.  And,  at  the 
bottom  of  the  list,  deficits  are  massive. 


-1980  EPS- 


Company 


reported  EPS 


current 
cost 


Current- 
cost  EPS 
as%  of 
reported  EPS 


Price/ 
current- 
cost 
EPS 


Indicated 
yield 


Best 


Iowa-Illinois  Gas  &  Electric 

$2.69 

$2.18 

81.0% 

7.3 

13.8% 

Public  Service  Co  of  NM 

3.36 

2.25 

67.0 

9.8 

12.1 

Central  Louisiana  Energy 

3.95 

2.63 

66.6 

16.2 

2.8 

Toledo  Edison 

2.56 

1.66 

64.8 

9.6 

14.3 

Long  Island  Lighting 

2.53 

1.40 

55.3 

10.2 

13.1 

Worst 


General  Public  Utilities 

$0.34 

d$  2.37 

NM 

d 

Kentucky  Utilities 

1.51 

d  2.35 

NM 

d 

14.0% 

Florida  Power  &  Light 

3.94 

d3.35 

NM 

d 

10.8 

Central  Maine  Power 

1.67 

d  1.15 

NM 

d 

14.5 

Savannah  Electric  &  Power 

1.22 

d  1.76 

NM 

d 

12.3 

NM:  Not  meaningful,  d:  deficit 


Who's  paying  tax  free  dividends 


Tax  and  income  accounting  differ- 
ences made  these  companies'  entire 
1980  dividends  a  return  of  capital — 
and  thus  free  from  income  tax.  Still, 


the  benefit  stems  from  heavy  con- 
struction spending,  which  may  cause 
problems  later.  What's  more,  some 
payouts  in  1981  could  be  taxable. 


S&P's  stock 

Recent 

 Indicated  

Company- 

ranking 

price 

dividend 

yield 

Cleveland  Electric  Illuminating 

A- 

14% 

$2.08 

14.5% 

Detroit  Edison 

B  + 

11  Vl 

1.60 

13.9 

Long  Island  Lighting 

A- 

14 'A 

1.86 

13.1 

NY  State  Electric  &  Gas 

A- 

145/8 

1.88 

12.9 

Ohio  Edison 

B  + 

12'/8 

1.76 

14.5 

Pennsylvania  Power  &.  Light 

A- 

17'/8 

$2.24 

13.1% 

Public  Service  of  NH 

A- 

15 

2.12 

14.1 

Rochester  Gas  &  Electric 

A- 

12  ¥4 

1.52 

11.9 

Toledo  Edison 

A- 

16 

2.28 

14.3 

Virginia  Electric  &  Power 

A- 

11  Vz 

1.40 

12.2 

Sources.  Standard  &  Poor's;  Merrill  Lynch,  Duff  and  Phelps,  Inc.;  Forbes 
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recent,  anomalous  development 
erage  utility  stock  yield  is  noy 
that  of  long-term  government  bo 
ditionally,  the  reverse  was  the  a 

"The  prospect  of  better  earni 
dividends  means  that  this  rela 
will  continue  for  at  least  a  ye 
says.  On  whom  to  choose  she  pa 
pany,  though.  Seitz  has  an  eye 
high  yielders,  which  look  very 
The  spread  between  the  highest 
est  utility  yields  has  widened 
strength  of  the  higher-quality  is 
is  currently  over  3%,  very  high 
torical  standards.  "The  spread  is 
be  corrected,  once  we  get  a  sligh 
in  interest  rates,"  she  says.  Am 
stocks  to  buy:  Allegheny  Powe 
more  Gas  &  Electric,  Commo 
Edison,  Minnesota  Power  &  Ligh 
delphia   Electric   and  Toledo 
Strong  companies,  she  thinks,  a 
average  of  13.5%,  high  yielders  i 

And  likely  to  stay  that  way 
believe  Mark  Luftig  of  Salomo 
ers.  "There  are  two  kinds  of  pe 
there,"  he  says  of  his  com| 
"those  who  think  rates  have  pea 
those  who  see  companies  over  tl 
on  construction,  with  improvin 
mentals.  We  don't  see  rates 
down,  and  we  think  talk  of  bett« 
mentals  is  premature."  All  th 
manesque  gloom  is  not  to  say  tt 
isn't  money  to  be  made  in  utiliti 
ever:  By  trading  selected  issues 
fied  by  Salomon's  computer  mo 
tig  claims  his  institutional  cliei 
been  posting  gains  of  up  to  20°/ 
Right  now  he  likes  Boston  Edis 
tral  Illinois  Light,  Indianapolis  J 
Light,  New  England  Gas  &. 
Northern  Indiana  Public  Servic 
which  are  at  least  5%  cheaper 
computer  says  they  should  be. 

Admittedly,  that  is  not  a  gam 
paying  retail  commissions  can  p 
play.  Thus,  for  the  long-suffering 
ual  investor  Luftig  has  anoth 
companies  paying  return  of  cap 
dends,  some  of  which,  like  those 
the  table  at  the  bottom  of  this  ] 
taxable  solely  as  capital  gains.  "S 
in  the  50%  tax  bracket  can  get  t 
tax  equivalent  of  a  bond  yieldi 
plus,"  he  says.  "If  you  borrow  th 
and  deduct  the  interest,  you  have 
trage  an  individual  can  take  ao 
of."  Risky?  "Return  of  capital  is 
weakness,  sure,  but  there  is  no 
that  most  of  these  companies  v. 
paying  dividends."  Particularly 
ing,  he  thinks,  are  Long  Island 
Co.,  Middle  South  Utilities,  N< 
State  Electric  &  Gas,  Niagara  A 
Pennsylvania  Power  &.  Light  an 
ia  Electric  &  Power  Co. 

Furthermore,  if  you've  a  mind 
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iftig  suggests  GPU,  which  has 
ed  while  the  politicians  try  to  do 
ig  about  Three  Mile  Island.  "I 
:  recommend  it  for  a  fiduciary," 
tig,  "but  I  see  a  movement  in 
ton  and  at  other  utilities  to  help 
mehow.  There's  a  vague  glim- 
ght  at  the  end  of  the  tunnel,  and 
i  luck  it  won't  turn  out  to  be  a 
ith  a  flashlight." 
lerably  less  sanguine  is  S.  Arlene 
f  First  Boston.  She  worries  that 
dd  get  squeezed  this  summer,  if 
ling  coal  strike  limits  its  ability 
Dwer  from  other  utilities  and  is 
of  the  prospects  for  any  early 
She's  unenthusiastic,  as  well, 
:urn  of  capital  dividends,  citing 
and  hassles  for  many  investors 
tg  tax  returns  open  for  the  three 
sually  takes  the  IRS  to  audit  the 
lying  them.  "And  you  have  to  be 
ble  on  your  feet,"  she  says,  "be- 
i  unexpectedly  good  year  can 
return  of  capital  dividend  fully 
ery  quickly." 


Shocking  diversity 

it's  true  that  one  horse  does  not  a  horse  race  make,  priced  stocks,  even  perhaps  the  time  of  day.  Herewith  a  list  of 

t  opinion  among  Wall  Street  utility  analysts  resem-  utilities  in  favor  now.  It  includes  quick-starters,  some  come- 

(thing  so  much  as  this  year's  Kentucky  Derby:  a  lot  of  from-behinds  and  a  long  shot  or  two.  As  the  bookies  say,  you 

>  and  not  much  consensus — on  interest  rates,  the  best-  pays  your  money  and  you  takes  your  choice. 

Current- 


cost  EPS 

Total 

Change 

Book 

Pretax 

Earnings 

as  %  of 

kwh  sales 

in 

value 

fixed 

Regulatory 

Recent 

per  share 

reported 

change 

dividends 

Indicated 

Payout 

per 

charge 

environ- 

price 

1980 

EPS 

1976-80 

1976-80' 

yield 

ratio 

snare 

coverage2 

ment3 

eny  Power 

14% 

$2.59 

NM 

19.6% 

11% 

13.6% 

75.7% 

$21.07 

2.7 

C- 

ore  Gas  &  Electric 

22Vs 

3.64 

0.8% 

16.7 

20 

11.6 

70.3 

30.79 

3.3 

c 

Edison 

20% 

3.75 

NM 

9.3 

11 

13.8 

74.7 

31.01 

2.3 

NA 

1  &  South  West 

13% 

2.45 

8.2 

30.8 

25 

11.5 

64.5 

17.04 

3.5 

B- 

1  Illinois  Light 

13% 

2.00 

NM 

17.5 

6 

13.7 

91.0 

18.26 

3.3 

C 

1  Illinois  Public  Service 

10% 

1.54 

NM 

12.9 

10 

13.6 

93.5 

13.80 

3.1 

C 

nati  Gas  &  Electric 

15 

2.25 

5.3 

16.8 

23 

13.6 

90.7 

19.94 

2.5 

c+ 

onwealth  Edison 

18% 

2.97 

45.8 

6.7 

9 

14.0 

87.5 

26.72 

1.9 

c 

idated  Edison 

28Mi 

4.67 

NM 

12.0 

68 

10.5 

63.4 

45.23 

3.7 

c 

rva  Power  &  Light 

11% 

1.60 

NM 

12.0 

23 

13.4 

95.0 

15.74 

1.9 

c+ 

Power 

14% 

1.66 

NM 

26.9 

46 

11.5 

98.8 

18.07 

2.7 

B+ 

Power  &  Light 

28% 

3.94 

NM 

28.0 

69 

10.8 

77.2 

34.95 

2.7 

B+ 

in  Industries 

27'/2 

4.71 

40.3 

34.0 

66 

10.8 

62.8 

35.14 

3.5 

A 

ipolis  Power  &  Light 

19'/s 

3.68 

29.3 

11.4 

21 

12.5 

65.2 

24.83 

3.8 

A 

in  Gas  &  Electric 

12% 

2.21 

5.0 

36.7 

35 

13.4 

77.8 

19.56 

4.1 

B 

>ota  Power  &  Light 

I6V2 

2.55 

13.7 

53.6 

23 

12.8 

83.1 

27.95 

2.9 

C+ 

igland  Electric  System 

21% 

3.50 

NM 

2.9 

28 

11.8 

71.4 

27.10 

3.2 

c+ 

lgland  Gas  &  Electric 

14% 

3.01 

NM 

-9.8 

27 

13.2 

62.5 

20.65 

3.3 

c 

rn  Ind  Public  Service 

10% 

1.47 

NM 

2.9 

7 

13.8 

102.0 

17.11 

2.5 

A 

rn  States  Power 

22% 

3.23 

NM 

14.1 

21 

10.6 

74.9 

28.17 

3.8 

c+ 

lvania  Power  &  Light 

17  Va 

2.64 

23.1 

10.5 

17 

13.1 

84.8 

24.54 

2.1 

C- 

:lphia  Electric 

12V2 

2.00 

1.0 

5.1 

10 

14.4 

90.0 

18.64 

2.1 

C- 

ic  Electric  Power 

13% 

2.10 

9.5 

15.5 

26 

11.7 

76.2 

17.00 

3.4 

C- 

Carolina  Electric  &  Gas 

l3Vi 

2.02 

nil 

14.5 

15 

13.5 

90.1 

18.29 

2.2 

c+ 

rn  California  Edison 

25% 

3.50 

NM 

11.6 

65 

11.6 

84.6 

32.90 

2.0 

c+ 

rn  Indiana  G&E 

1 7% 

3.43 

NM 

26.9 

38 

10.7 

54.8 

23.37 

5.6 

A 

Energy4 

19'/8 

3.12 

11.2 

20.2 

39 

9.0 

55.1 

19.61 

4.1 

B+ 

Jtilities 

18% 

3.18 

34.6 

32.0 

33 

10.1 

59.1 

21.60 

3.3 

NA 

ower  &  Light 

16% 

2.35 

45.5 

24.7 

45 

12.2 

85.1 

18.48 

3.1 

B+ 

isin  Electric  Power 

23  Va 

3.53 

NM 

9.7 

26 

11.6 

75.9 

32.53 

2.9 

B 

TE  Desmond  Co  Principal  source:  Argus  Research  Corp.  ^Source:  Salomon  Brothers.  4Parent  of  Tampa  Electric.  NA:  Not  available.  NM:  Not  meaningful 
gible. 


Barnes  is  even  gloomier  on  the  pros- 
pects of  the  industry  as  a  whole,  which, 
she  notes,  ended  the  first  quarter  with 
very  high  levels  of  short-term  debt.  And 
with  many  utilities  already  seriously 
overburdened  with  long-term  debt — 
some  with  frighteningly  low  interest  ex- 
pense coverage — the  urge  to  refund  that 
short  debt  with  equity  could  prove  irre- 
sistible on  any  stock  price  improvement. 
"The  pressure  of  new  common  issues," 
she  says,  "could  stymie  any  effort  at  a 
sustained  rally,  if  in  fact,  which  we  do 
not  expect,  there  is  a  decline  in  interest 
rates." 

She  worries,  too,  that  AA  utility  bonds 
currently  yield  more  than  utility  stocks, 
a  situation  likely  to  be  corrected  on  any 
improvement  in  rates.  "That  means  you 
are  likely  to  get  better  performance  with 
bonds,"  says  Barnes.  She  does,  however, 
think  that  a  few  utility  issues  are  cur- 
rently underpriced:  Cincinnati  Gas  & 
Electric,  Pennsylvania  Power  &  Light, 
South  Carolina  Electric  &  Gas,  and  a 
couple  of  others  she  can't  talk  about  be- 


cause First  Boston  will  shortly  be  under- 
writing securities  for  them.  Consider:  If 
a  grimster  such  as  Barnes  likes  them, 
they  might  well  be  real  stars. 

There  are  other  stars,  too,  according  to 
Leonard  Hyman  of  Merrill  Lynch.  To 
wit:  Central  Illinois  Light,  Central  Illi- 
nois Public  Service,  Delmarva  Power  & 
Light  and  Madison  Gas  &  Electric,  all 
much  stronger,  he  thinks,  than  their 
high  yields  imply. 

"The  market,"  says  Hyman,  "is  not 
distinguishing  between  companies  with 
high  yields  and  decent  prospects  and 
companies  with  just  high  yields."  With 
the  exception  of  stocks  like  these  whose 
yields  are  out  of  line  with  their  pros- 
pects, he  doesn't  see  much  to  recom- 
mend utility  stocks  at  the  moment.  "If 
rates  go  down,  you'll  probably  do  better 
with  bonds,"  says  Hyman,  sounding 
older  and  wiser.  "Frankly,  I'm  not  sure 
what  to  think  about  interest  rates  any- 
more, and  I'm  not  sure  I  believe  what 
anyone  else  says."  Now  there  is  a  man 
you  can  identify  with. 
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Akzo  N.  V.  (Netherlands)  1 14 

Akzona  114,  173 

Alcoa   140 

American  Aerolights  158 
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Flashbacks 


more  things  change. .  .  ." 
from  past  issues  of  Forbes. 

sars  ago  in  Forbes 

people  must  either  play  ball  or 
e  field.  The  patience  of  the 
public  is  rapidly  reaching  the 
>oint.  What  license  have  coal 
to  adhere  stubbornly  to  war- 
s  for  household  coal  when  ev- 
ndustry  in  the  land  has  had  to 
its  perch?  Steel  prices  have 
so  have  prices  for  copper,  leath- 
wool,  wheat,  rubber,  clothing, 
es,  rugs,  lumber — everything, 
ican  public  have  long  harbored 
and  a  hatred  of  'coal  barons.' 
the  last  few  years  have  not 
his  distrust  and  this  hatred." 

industry,  after  its  long  orgy  of 
,  is  now  flat  on  its  back.  Busi- 
ieter  than  it  has  been  at  any 
irteen  years.  It  is  not  logical  to 
ny  immediate  rebound.  Con- 
el  that  prices  may  go  lower. 
Steel  Corporation  decries  such 
s  certain  independents  are  al- 
nning  to  shade  terms  in  order 
rders,  the  colossus  may  by  and 
self  compelled  to  follow  suit, 
(udge  Gary's  influence  over  the 
stry  of  the  whole  country  is 
irallel  in  industrial  history,  ne- 
ly  cause  competitors  to  start 
Tirious  warfare." 

sui  Bank  is  today  the  largest 
t  private  bank  in  Japan,  the 
lily  owning  all  but  20%  of  its 
ck.  It  has  issued  capital  stock 
» to  $30,000,000.  The  profit  for 
alf  of  the  year  1920  amounted 
720.  The  total  assets  of  the 
ally  $295,039,572.  Thus,  from 
beginning  of  three  hundred 
the  operations  of  the  Mitsuis 
nded,  until  today  the  retail 
3  descendants  have  become 
in  the  financial  world." 
rid  keeps  turning.  The  Mitsui 


Bank,  now  publicly  rather  than  privately 
owned,  is  today  the  seventh-largest  Japa- 
nese bank.  Late  last  year  it  mustered 
total  assets  of  over  $52  billion  and  was, 
needless  to  say,  growing  fast. 

Fifty  years  ago 

"Action  of  the  New  York  [Federal  Re- 
serve] Bank  in  cutting  its  rediscount  rate 
to  1  Vi  %  started  another  epidemic  of  rate 
cutting  in  the  various  districts.  Boston, 
Kansas  City,  Philadelphia,  Dallas  and 
Richmond  reduced  their  rates  from 
3'/2%  to  3%  and  Chicago,  Cleveland  and 
St.  Louis  reduced  from  3%  to  2'/2%. 
None  of  them,  however,  has  equaled  the 
record  low  of  1  vh  %  set  by  the  Federal 
Reserve  Bank  of  New  York,  and  it  may 
incidentally  be  noted  that  the  new  low 
rate  in  that  center  is  the  lowest  ever  seen 
in  any  nation  of  the  civilized  world  in 
the  history  of  modern  banking." 

"Railroads  in  trunk  line  territory  have 
decided  to  cut  passenger  fares  still  fur- 
ther during  July  and  August  on  all  trains 
from  the  Atlantic  seaboard  to  cities  on 
the  Pacific  coast.  Round-trip  fares  will  be 
somewhere  around  $130.  The  reduction 
is  temporary  and  merely  in  the  form  of 
an  experiment  to  see  if  traffic  is  suffi- 
ciently stimulated  to  make  further  reduc- 
tion advisable." 

"Reports  now  indicate  that  1930  wheat 
production  in  Russia  was  just  under 
1,100,000,000  bushels,  or  nearly 
250,000,000  bushels  more  than  were  pro- 
duced by  the  United  States  in  that  year. 
Such  figures  would  show  Russia  to  have 
exceeded  any  previous  crop  of  wheat 
since  1913,  when  she  was  reported  to 
have  grown  a  little  over  1,000,000,000 
bushels.  If  such  figures  are  corroborated, 
it  will  mean  that  Russia  has  taken  back 
her  crown  for  world  wheat  leadership 
which  she  relinquished  to  the  United 
States  during  the  War  and  thereafter." 

As  suggested  by  the  contrast  between 
this  item  and  the  accompanying  cartoon, 
which  appeared  in  the  same  issue  of 


f's  Tokyo  headquarters  in  the  early  1920s 

rn-oriented  Japan,  it  resembled  a  French  government  palace. 


A  1920s  cartoon  jibe  at  Soviet  atheism 


Forbes,  sensible  publications  of  that  day 
were  of  two  minds  about  Soviet  Russia: 
They  were  morally  repelled,  but  nonethe- 
less reported  its  apparent  achievements 
with  a  skeptically  realistic  eye. 

"The  year's  outstanding  mechanical  de- 
velopment has  of  course  been  free  wheel- 
ing, which  is  now  being  experienced  by 
enough  motorists  so  that  they  know 
what  it  is,  even  if  they  cannot  tell  how  it 
works.  With  [Studebaker's]  Mr.  Erskine 
as  a  prophet  again,  this  type  of  transmis- 
sion will  be  universal  at  the  time  of  the 
1932  New  York  Show." 

The  automotive  craze  of  its  day,  free 
wheeling  enabled  a  car  to  coast  if  the 
engine  slowed  down — like  the  old  bicy- 
cle coaster  brake.  It  gave  the  driver  a 
feeling  of  exhilaration,  until  he  found  it 
was  safer  to  leave  the  driving  wheels 
connected  to  the  engine  when  slowing 
down.  So  the  device  died  as  quickly  as  it 
came.  But  long  after  it  has  been  forgot- 
ten, the  phrase  lives  on  in  the  language. 

Twenty  five  years  ago 

"  'It's  just  like  fishing  in  a  trout  pond 
when  all  the  legal-sized  trout  have  been 
caught.  You've  got  to  wait  until  the  min- 
nows grow  up.'  That's  the  way  the  Na- 
tional Automobile  Dealers  Association's 
President  Carl  E.  Fribley  describes  the 
auto  salesman's  biggest  current  head- 
ache: the  highly  elusive  customer.  Says 
Fribley:  'We  simply  sold  too  many  cars 
for  our  own  good  in  1955.  We  sold  to  too 
many  customers  who  normally  would 
have  bought  cars  in  1956.'  " 
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Action  is  the  last  resource  of 
those  who  know  not  how  to  dream. 
Oscar  Wilde 


What  a  man  is  is  the  basis 
of  what  he  dreams  and  thinks, 
accepts  and  rejects,  feels 
and  perceives. 
John  Mason  Brown 


Difficulties  exist 
to  be  surmounted. 
Ralph  Waldo  Emerson 


Happiness  is  the  overcoming 
of  not  unknown  obstacles 
toward  a  known  goal. 
L.  Ron  Hubbard 


Abasement,  degradation  is 

simply  the  manner  of  life 

of  the  man  who  has  refused  to  be 

what  it  is  his  duty  to  be. 

Jose'  Ortega  y  Gasset 


A  Text . . . 

The  backslider  in  heart 
shall  be  filled  with  his 
own  ways:  and  a  good  man 
shall  be  satisfied  from 
himself. 

Proverbs  14:14 


Sent  in  by  Regis  R.  Pfoff,  W.  Mifflin,  Pa. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Few  women  and  fewer  men  have 
enough  character  to  be  idle. 
Edward  V.  Lucas 


I  have  always  thought  it  would 
be  easier  to  redeem  a  man  steeped 
in  vice  and  crime  than  a  greedy, 
narrow-minded,  pitiless  merchant. 
Albert  Camus 


Fame  and  rest  are  utter  opposites. 
Richard  Steele 


Thoughts 

on  the  Business  of  I  >ife 


There  is  more  genuine  joy  in 
climbing  the  hill  of  success, 
even  though  sweat  may  be  spent 
and  toes  may  be  stabbed,  than 
in  aimlessly  sliding  down  the 
path  to  failure.  If  a  straight, 
honorable  path  has  been  chosen, 
the  gaining  of  the  summit  yields 
lasting  satisfaction.  The  morass 
of  failure,  if  reached  through 
laziness,  indifference  or  other 
avoidable  fault,  yields  nothing 
but  ignominy  and  sorrow  for 
self  and  family  and  friends. 
B.C.  Forbes 


Money  is  the  symbol  of  duty. 
It  is  the  sacrament  of 
having  done  for  mankind 
that  which  mankind  wanted. 
Samuel  Butler 


A  man's  greatest  enemies  are 
his  own  apathy  and  stubbornness. 
Frank  Tyger 


My  life  has  no  purpose,  no 
direction,  no  aim,  no  meaning, 
and  yet  I'm  happy.  I  can't  figure 
it  out.  What  am  I  doing  right? 
Charles  M.  Schulz 


Fortune  is  ever  seen 
accompanying  industry. 
Oliver  Goldsmith 


Some  people  with  great  virtues 
are  disagreeable,  while  others 
with  great  vices  are  delightful. 
La  Rochefoucauld 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Loafing  needs  no  explanation 
and  is  its  own  excuse. 
Christopher  Morley 


It  is  easier  to  enrich 
ourselves  with  a  thousand 
virtues,  than  to  correct 
ourselves  of  a  single  fault. 
Jean  de  la  Bruyere 


I  would  not  exchange  my 
leisure  hours  for  all  the 
wealth  in  the  world. 

COMTE  DE  MlRABEAU 


This  is  my  work; 

my  blessing,  not  my  doom. 

Henry  Van  Dyke 


Success  is  simple.  Do  what's 
right,  the  right  way, 
at  the  right  time. 
Arnold  Glasow 


What  I  aspired  to  be 

and  was  not  comforts  me. 

Robert  Browning 


One  should  ...  be  able  to  see  th 
as  hopeless  and  yet  be  determi 
to  make  them  otherwise. 
F.  Scott  Fitzgerald 


The  less  of  routine, 

the  more  of  life. 

Amos  Bronson  Alcott 


Don't  be  discouraged  by 
a  failure.  It  can  be  a  positive 
experience.  Failure  is,  in  a 
sense,  the  highway  to  success, 
inasmuch  as  every  discovery 
of  what  is  false  leads  us 
to  seek  earnestly  after  what 
is  true,  and  every  fresh 
experience  points  out  some 
form  of  error  which  we  shall 
afterwards  carefully  avoid. 
John  Keats 


To  fail  at  all  is 
to  fail  utterly. 
James  Russell  Lowell 
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e  Diamond  that  grows  in  the  forest 
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Nearly  70%  of  everything  Dia- 
mond International  makes  and  mar- 
kets begins  as  trees.  Over  1 .6  million 
acres.  And  we  take  many  of  the 
trees  we  harvest  farther  than  com- 
modity forest  products  companies. 

Into  consumer  goods,  for  exam- 
ple. Vanity  Fair®  paper  towels, 
tissues,  and  napkins.  Paper  plates. 
Bee®,  Bicycle®  and  Congress^8 


playing  cards.  Diamond  matches. 

In  the  last  eight  years  Diamond 
nearly  doubled  sales — to  over  $1.2 
billion.  We  now  operate  over  120 
building  supply  home  centers  in  19 
states  with  anticipated  sales  by 
1983  of  half  a  billion  dollars. 

We've  also  paid  stockholder  divi- 
dends for  100  years  in  a  row — the 
best  record  of  any  forest-products 


company  in  the  country. 

Find  out  more.  Write  Diamond  In- 
ternational, 733  Third  Avenue,  New 
York,  N.Y  10017  for  our  quarterly 
and  annual  reports. 

£>  1981  Diamond  International  Corporation 


Diamon 

International 


Forest  Products  •  Packaging  &  Printing  •  Pulp  &  Paper  -  Consumer  Products  -  Building  Materials  &  Home  Supplies  •  Machinery  Systems 
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Here  is  a  complete  list  of  all  9  9 " 
fry  plain  paper  copiers  under  ~" 

with  dual  paper  cassettes, 
microprocessorcontrol, 
and  automatic  toner  replenishment. 


IToshiba  BD-3503 
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Please  tell  me  more  about  the  Toshiba  BD-3503  Copier.  FOR-6 

NAME  TITLE  


.STATE . 


_ZIP_ 


TOSHIBA  AMERICA,  INC. 

Business  Equipment  Division 
82  Totowa  Road,  Wayne,  N.J.  07470  Tel.  (201 )  628-8000 


Forbes 


June  8,1981 
Volume  127, 
Number  12 


107  Cover  Story:  The 
perks  that  irritate  the 
publicmaybefading,  but 
the  ones  thc  t  really  matter 
are  on  the  upswing. 


38  There  are  more  than 
facts  and  figures  to  a 
decision  on  military 
u  'eaponry— always. 


44  Woolworth:  "Every- 
thing fell  into  place  last 
year.  But  nobody 
noticed. " 


31  Defense: 

The  MX  Missile 

The  MX  isn't  dead,  but  that  scheme  to  dig 
4,600  holes  in  Utah  and  Nevada  to  house  200 
rockets  is  sinking  slowly  into  the  sunset. 

32  Monetary  Policy: 

Lewis  Lehrman  And  The  Gold  Standard 

Why  the  savvy  former  president  of  Rite  Aid 
Corp.  is  asking  the  politicians  to  make  the 
supreme  sacrifice. 

34  France: 

The  Word  Is  Debrouillardise 

Roughly  translated,  it  means  "street  smarts," 
and  it  has  more  to  do  with  the  collapse  of  the 
franc  than  the  non-Gallic  world  might 
suppose. 

35  Companies: 
Allied  Corp. 

"Maybe  I'm  not  moving  fast  enough,"  says  Ed 
Hennessy.  He  must  be  kidding. 

36  Oil  And  Gas: 

The  Invisible  Billionaire 

Never  heard  of  Denver's  Philip  Anschutz? 
That's  just  the  way  he  wants  it. 

38  Defense: 

The  Flight  Of  The  Harrier 

Why  the  Marines  want  that  expensive  plane. 

44  Companies: 
Woolworth 

At  a  wretched  5  times  earnings,  there's  some 
surprising  earnings  leverage  in  the  old  five- 
and-dime. 

48  Banking: 

Laissez-Faire  Marches  On 

Congressmen  propose,  technology  and  hu- 
man ingenuity  dispose. 

50  Companies: 

Four-Phase  Systems  Inc. 

Lee  Boysel  thought  IBM  had  "blessed  our 
business"  two  years  ago  by  getting  in  it,  and 
thus — so  Boysel  thought — -expanding  the 
market.  Alas,  it  didn't  work  out  that  way  for 
either  company. 

54  Investing: 

Commodity  Options 

A  new  way  to  lose  your  shirt? 


71  Companies: 
Metromedia 

Why  canny  John  Kluge  isn't  rushing  into 
cable  TV  like  everybody  else. 

72  Companies: 
Honeywell  Inc. 

Who's  afraid  of  the  Japanese? 

76  Companies: 

International  Controls  Corp. 

Robert  Vesco  nearly  ruined  it,  and  it  has  taken 
Elmer  Sticco  eight  years  to  straighten  it  out. 
The  job,  he  says,  may  be  about  complete. 

83  As  I  See  It: 
Stanley  Sporkin 

The  SEC's  former  chief  enforcer  sits  down 
with  Forbes  to  get  a  few  things  off  his  mind. 

88  Companies: 

G.  Heileman  Brewing  Co. 

Because  Russ  Cleary  likes  to  watch  eagles — in 
more  ways  than  one — his  company  could 
wind  up  as  the  nation's  third-largest  brewer 
by  year's  end. 

92  The  Money  Men: 
Stanford  Rothschild  Jr. 

What  sets  apart  the  Rothschilds  of  Baltimore: 
A  commitment  to  convertibles. 

94:  Resources: 

Who  Owns  All  That  Copper? 

The  oil  companies  do — more  than  half  of  all 

U.S.  reserves. 

101  The  Up-And-Comers: 
Pro-Line  Corp. 

From  scratch,  the  Cottrell  Brothers  of  Dallas 
have  built  one  of  the  nation's  largest  blaclj 

owned  businesses. 


107  Cover  Story:  Executive  Perks 
With  bracket  creep  and  inflation,  perquisites 
are  getting  to  be  more  and  more  like  requi- 
sites— with  scarcely  a  murmur  heard 
Congress  about  three-martini  lunches. 
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1 14  Special  Report: 

How  Much  Does  The  Boss  Make? 

Compensation  last  year  for  the  CEOs  of  the 
818  largest  public  corporations. 
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(  Metromedia:  "We're 
ot  investing  one  dime  in 
irdware. " 


I  The  Money  Men:  Why 
?  the  Baltimore  Roth- 
bilds  think  convertibles 
'e  a  dandy  investment 
%ht  now? 


t8  The  Numbers  Game: 
■e  small  businesses  suf 
ring  from  disclosure 
•erkill> 


S8  The  Streetwalker:  An 
d  dog— Singer  Co. — is 
ying  new  tricks  on  Wall 
reet 


148  The  Numbers  Game: 

The  World  According  To  GAAP 

Generally  accepted  accounting  principles  are 
tough  on  big  companies,  and  even  tougher  on 
small  ones. 

150  Taxing  Matters: 

John  Lennon's  Tax  Shelters 

One  of  the  shrewdest:  Owning  cows. 

152  Companies: 

Swift  Independent  Corp. 

Shorn  from  Esmark,  an  old  name  is  reborn  in 
surprisingly  good  health. 

156  Waste  Disposal: 

Garbage  Gets  Glamorous 

Despite  its  seamy  reputation,  the  $10  billion 
waste  disposal  business  has  become  one  of 
today's  hot  new  glamour  industries. 

Faces  Behind  The  Figures 

160  William  E.  Brock, 

U.S.  trade  negotiator 

160  William  G.  Moore  Jr., 
Emery  Air  Freight 

162  John  Severino, 
American  Broadcasting  Cos. 

162  Lawrence  H.  Hyde, 
American  Motors  Corp. 

162  Winton  (Red)  Blount, 
Blount  Inc. 

163  John  K.  Hanson, 
Winnebago  Industries  Inc. 

163  Sir  Charles  Forte, 
Trust  Houses  Forte  Ltd. 

164  Lawrence  Kudlow, 

U.S.  Office  of  Management  &  Budget 
164  Bert  Walker, 
Stifel  Nicolaus 

Personal  Affairs 

187  The  Streetwalker: 

Wall  Street  Loves  Small  Computers 

Maybe  too  much,  says  one  expert.  Also: 
Singer's  new  luster. 

189  Statistical  Spotlight: 
Rough  Cuts 
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Kichen  and  Bornstein 


The  Steve  and  Paul  show 

The  Statistical  Spotlight  is  one  of  Forbes' 
most  popular  features,  eagerly  pored  over 
by  corporate  acquisitionists  and  inves- 
tors alike.  It's  a  mixture  of  statistics  and 
journalism.  That  may  sound  like  a  contra- 
diction in  terms,  but  it  works  for  our 
readers  and  we've  put  together  an  unusual 
team  to  produce  it.  Assistant  Editor  Steve 
Kichen,  32,  is  a  graduate  of  the  State 
University  of  New  York  at  Albany,  where 
he  majored  in  biology.  Biology?  Why  not. 
Says  Steve:  "Lots  of  parallels  there  to 
business.  In  biology  you  learn  about  sur- 
vival of  the  fittest  and  limits  to  growth." 
At  home  in  Westchester  County  Steve 
can  be  found  many  evenings  screening 

stocks  on  his  microcomputer;  that's   

when  he's  not  attending  Long  Island  University  classes  at  Mercy 
College  for  his  M.B.A.  At  Forbes  he  is  aided  by  Paul  Bornstein,  25,  a 
graduate  of  Clark  University,  who  has  been  interested  in  the  stock 
market  since  he  was  a  teenager  and  who  often  ponders  investment  data 
on  a  5-mile  lunch-hour  jog  from  the  Forbes  office  to  the  World  Trade 
Center  and  back. 

Steve  and  Paul  are  not  simply  computer  programmers.  Statistical 
journalism  isn't  work  you  can  program  a  computer  to  do.  First  you  need 
an  idea.  In  this  issue,  Kichen  and  Bornstein  decided  to  see  whether 
companies  that  recently  cut  their  dividends  were  subsequently  good  or 
bad  performers;  the  answer  is  on  page  189.  Only  after  the  idea  has  been 
developed  and  the  companies  discovered  does  the  computer  take  over. 
This  is  creative  work  and  it  takes  creative  people  to  do  it. 

Nervous  Paul,  confident  Ben 

In  his  column  on  page  175,  our  resident  money  market  expert,  Ben 
Weberman,  again  predicts  a  big  decline  in  the  inflation  numbers  and  a 
huge  profit  opportunity  in  bonds.  In  What's  Ahead  for  Business, 
however,  we  report  that  the  Fed  isn't  certain  which  will  come  first:  a 
slower  economy  or  a  financial  crunch.  How  come  Ben  Weberman's  so 
certain  when  Paul  Volcker's  so  uncertain?  Says  Ben:  "Whether  we 
glide  into  a  slowdown  or  crash  into  one,  inflation-fighting  is  the 
priority.  That  means  bonds  are  a  bargain  whether  Paul  Volcker  comes 
out  covered  with  roses  or  smeared  with  mud." 


A  friendly  respite 


Japanese  Prime  Minister  Zenko  Suzuki  took  a  couple  of  hours  out  on 
May  5  to  relax  during  a  luncheon  cruise  on  the  Forbes  yacht,  The 
Highlander,  during  his  recent  hectic  visit  to  the  U.S.  An  excellent 
opportunity  for  Forbes  to  get  to  know  the  Japanese  leader  and  his 
associates.  Left  to  right,  Mr.  and  Mrs.  Malcolm  S.  Forbes,  Prime 
Minister  Suzuki,  Forbes  publisher  James  J.  Dunn,  Mrs.  Sachi  Suzuki, 
U.S.  State  Department  Chief  of  Protocol  Leonore  Annenberg. 
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Give  it  to  your  dad  straight. 
Straight  from  the  barrel. 


Control  Data  is  building  one  of 
the  worlds  largest  data  bases 
of  solar  energy  technology... 
from  the  roof  down. 

Control  Data  has  installed  one  of 
the  world's  largest  privately  funded 
solar  energy  systems  on  the  roof  of 
our  World  Distribution  Center. 
Now  we're  focusing  on  ways  to 
make  solar  energy  technology 
more  available. 

Solar  energy  development  is 
increasing  rapidly.  But  there  is  a 
high  degree  of  duplication  in  current 
efforts.  To  cut  this  costly  waste, 
Control  Data  is  building  one  of  the 
world's  largest  data  bases  of  solar 
energy  technology. .  .three  ways. 

(1)  We're  collecting  solar  energy 
data  from  organizations  around  the 
world;  (2)  We're  providing  free 
listings  in  our  technology  data  base 
to  colleges  and  to  inventors  of  solar 
products  and  processes;  (3)  We're 
establishing  our  own  solar  energy 
data  gathering  facilities. 

The  Control  Data  World  Distribution 
Center,  St.  Paul,  Minnesota,  has 
such  a  facility.  The  structure  has  40%  of  its  building  walls  below  grade 
level  to  utilize  the  Earth's  natural  insulation.  And  here  on  the  roof, 
more  than  25,000  square  feet  of  solar  collectors  help  provide  over  half 
the  building's  winter  heat. 

But  what  we're  learning  from  this  unique  installation  is  even  more 
significant.  We  are  collecting  valuable  solar  energy  data  to  be 
included  with  thousands  of  other  listings  in  our  data  base.  Through 
TECHNOTECf  our  technology  transfer  service,  those  who  seek 
information  on  solar  energy  can  access  the  data  base . .  .via  Control 
Data's  global  data  processing  network . . .  for  the  answers. 

For  a  reprint  of  an  address,  ''Technological  Cooperation  for  Survival" 
by  Control  Data  chairman  and  chief  executive  officer,  William  C.  Norris, 
and  a  brochure  describing  the  ways  we  are  addressing  society's  major 
unmet  needs,  write  Control  Data,  HQN11I,  RO.  Box  0,  Minneapolis, 
MN  55440. 


CONTRpL  DATA 
CORPORATION 

Addressing  society's  major  unmet  needs 
as  profitable  business  opportunities 


"Control  Data  is  using  its  computer, 
financial  and  human  resources  to 
collect  and  market  solar  energy 
technology,  worldwide.  This  is  another 
example  of  how  we  are  finding 
business  opportunities  in  addressing 
major  unmet  needs  of  society." 

William  C.  Norris 

Chairman  and  Chief  Executive  Officer 
Control  Data  Corporation 


Trends 


Edited  By  John  A.  Conway 


Scenic  diplomacy 

The  White  House  plans  a  change  of 
scenery  for  the  next  round  of  grain 
talks  with  the  Soviet  Union.  Under 
the  five-year  pact  that  expires  in  Sep- 
tember, the  twice-a-year  talks  alter- 
nated between  Moscow  and  Washing- 
ton. This  time,  according  to  insiders 
in  the  Agriculture  Department,  the 
scene  will  be  in  a  third  country,  prob- 
ably in  Western  Europe.  The  switch 
would  avoid  any  thought  that  either 
side  was  giving  way  by  letting  the 
other  have  the  home-court  advantage. 


Age  and  taxes 

Economists  at  the  Brookings  Institu- 
tion, of  all  places,  are  arguing  that 
Social  Security  benefits  should  be 
taxed.  Joseph  Pechman,  director  of 
economic  studies  at  this  highly  re- 
garded and  generally  Democratic-ori- 
ented think  tank,  says  that  because 
employer  payments  to  Social  Security 
are  tax-exempt,  benefits  financed  by 
that  money  could  be  taxed.  Barry  Bos- 
worth,  another  Brookings  economist 
who  was  a  chief  in  Jimmy  Carter's 
anti-inflation  efforts,  says  taxing  old- 
age  benefits  would  mean  little  to  low- 
income  retirees  because  their  income 
is  usually  below  the  tax  cutoff.  He  also 
argues  that  slashing  early-retirement 
pay  from  80%  to  55%  of  the  age-65 
level  would  hit  hardest  at  blue-collar 
workers,  who  tend  to  retire  earlier 
than  their  white-collar  brethren. 
Meanwhile,  champions  of  the  senior 
citizens  are  gathering  their  forces.  A 
new  study  for  the  American  Associ- 
ation of  Retired  Persons  and  the  Na- 
tional Retired  Teachers  Association, 


two  of  the  most  potent  gray-eagle  stal- 
warts, attacks  the  idea  that  the  elderly 
arq  overcompensated  by  the  automat- 
ic cost-of-living  increases.  Economic 
consultant  Thomas  Borzilleri-,  who 
did  the  study,  argues  that  oldsters 
should  have  their  own  consumer  price 
index  to  reflect  their  higher  outlays 
for  food,  fuel  and  medical  costs.  And 
Cyril  Brickfield,  executive  director  of 
the  two  big  retiree  groups,  makes  the 
dire  prediction  that  if  the  average  So- 
cial Security  benefit  is  cut  by  $25  a 
week,  or  $1,300  a  year,  "the  poverty 
rate  among  the  elderly  will  more  than 
double." 


Warsaw's  groceries 

Americans  are  giving  the  embattled 
Poles  more  than  sympathy.  Warsaw 
has  run  up  about  a  $  1 . 7  billion  grocery 
tab  in  U.S. -backed  credit  guarantees 
and  direct  credits  for  American  food- 
stuffs, the  Agriculture  Department 
says,  channeled  through  the  Com- 
modity Credit  Corp.,  the  Export-Im- 
port Bank  and  the  Agency  for  Interna- 
tional Development.  The  latest  deal 
calls  for  $71.4  million  for  30,000  met- 
ric tons  of  dry  milk  and  butter,  the 
milk  at  $350  a  ton  under  the  world 
price,  the  butter  at  a  $700-a-ton  dis- 
count. And  payment  will  be  in  Polish 
zlotys. 


Flight  canceled 

Airlines  can  expect  more  rough  eco- 
nomic weather  before  they  fully  ad- 
just to  the  price-cutting  and  competi- 
tion on  prime  routes  that  followed 
deregulation  of  the  industry,  says 
Frank  Borman,  chairman  and  presi- 


dent of  Eastern  Air  Lines.  He  expects 
a  number  of  lines,  including  some  of 
the  major  trunks  (but  not  Eastern)  to 
go  bankrupt.  Nonetheless,  the  ex-as- 
tronaut says  he  is  now  very  much  for 
deregulation  and  he  is  not  shaken  by 
the  crash  landings  he  foresees  in  the 
bankruptcy  court.  "If  they  fail,  they 
fail,"  he  says.  "Somebody  once  said 
that  capitalism  without  bankruptcy  is 
like  Christianity  without  hell." 


The  vanishing  American 

The  corner  gas  station,  for  years  an 
endangered  species,  now  seems  head- 
ed for  oblivion.  In  the  past  two  years, 
34,000  have  hung  up  their  hoses  and 
Joseph  Grish,  president  of  the  Service 
Station  Dealers  of  America,  expects 
another  32,400  to  fold  this  year.  Ener- 
gy Department  figures  show  130,000 
independents  operating  now,  down 
from  a  peak  of  230,000  in  1972.  The 
major  threat,  Grish  says,  is  still  the 
stations  owned  by  the  big  refiners, 
which  he  says  are  primarily  gas-and- 
go  or  self-service  outlets,  geared  for 
high  gasoline  volume  and  minimal  at- 
tention to  repairs  and  other  chores. 
Grish  and  his  members  are  pinning 
their  hopes  on  the  chance  that  Con- 
gress might  act  to  force  the  big  oil 
companies  to  give  up  their  stations. 
Meanwhile,  a  new  threat  has  ap- 
peared— gas  pumps  operated  as  a  side- 
line by  convenience  stores.  These,  the 
independents  charge,  can  operate  on 
margins  of  1  or  2  cents  a  gallon,  some- 
thing they  cannot  match. 


Lo!  The  poor  lawyer 

The  34,000  fledgling  lawyers  graduat- 
ing this  year  may  have  a  harder  time 
finding  berths  because  of  cutbacks  by 
federal,  state  and  local  agencies.  The 
percentage  of  new  lawyers  finding  jobs 
in  government,  according  to  Michael 
Magness,  head  of  the  National  Associ- 
ation for  Law  Placement,  fell  from 
17.6%  in  1975  to  14.7%  in  1979,  andhe 
expects  worse  results  for  1980  and 
1981.  Magness,  who  handles  law  place- 
ment for  New  York  University,  thinks 
it  could  take  until  next  March  or  April 
to  find  desks  for  the  1981  graduating 
class.  As  usual,  the  best  jobs  are  in  New 
York,  Washington,  Los  Angeles  and 
other  big  cities.  New  York  firms  are 
waving  $40,000-a-year  checks  at  top 
graduates  and  summer  interns  are  get- 
ting $750  to  $800  a  week.  Most  young 
lawyers,  however,  never  get  near  a  big 
law  firm,  Magness  notes.  Instead,  they 
may  settle  for  $8,000  to  $9,000  a  year 


"But  the  President  has  been  real  nice  about  it.  He  cut  their  Social  Security  benefits,  but 
he's  encouraging  them  to  work  past  65  . ..  G'night  Gran'ma. " 
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vith  a  public  interest  group  or 
;i  0,000  to  $11,000  with  small  private 
aw  firms  in  the  rural  South  and 
iouthwest.  New  York  stays  tops,  he 
ays,  for  two  perhaps  self-canceling 
easons:  the  city's  pride  in  staying 
lumber  one  in  law — and  number  one 
n  living  costs. 


On  the  line  in  Japan 

Vestern  engineers  are  too  reluctant  to 
lirty  their  white  coveralls  near  a  pro- 
[uction  line,  says  Akio  Morita,  the 
hief  executive  of  Japan's  Sony  Corp. 
Sack  home,  he  says,  many  Japanese 
;raduate  engineers  work  as  line  fore- 
nen.  One  reason  for  having  such 
ligh-priced  talent  in  production,  he 
xplains,  is  that  reliability  of  exported 
tems  must  be  high  because  the  costs 
if  returning  them  for  repairs  would  be 
irohibitive.  Japanese  managers  and 
workers,  Morita  says  (putting  a  new 
lant  on  two  old  metaphors),  are  like  a 
hip's  crew:  "Our  employees  under- 
tand  that  we're  all  sharing  the  same 
ilate." 


Oracle  for  inventors 

iuilding  the  better  mousetrap?  Two 
cientists  at  Bngham  Young  Univer- 
ity  claim  they  have  a  patentable  idea 
hat  eliminates  99%  of  the  guesswork 
bout  what  a  new  product  will  look 
ike  and  whether  it  will  work.  Dr.  Dell 
Ulen  and  Ron  Millett  of  BYU  say  1 1 
orporations,  ranging  from  Boeing 
nd  Goodyear  to  Caterpillar  and 
Vestinghouse,  are  already  using  their 
ystem.  Dr.  Allen  explains  the  genesis 
if  the  process,  called  "DCLASS"  (for 
)ecision  Classification  Information 
■ystem)  this  way:  During  his  20  years 
if  teaching  process  planning,  he  says, 
very  time  he  asked  students  to  solve 
hypothetical  problem,  he  got  a 
oomful  of  answers.  "So  we  set  about 
o  capture  the  logic  of  planning,"  he 
ays.  "If  we  could  get  the  best  planner 
nd  store  in  the  computer  his  manner 
if  thinking,  then  we  could  let  every- 
me  use  it."  This,  he  says,  is  what  he 
nd  his  colleagues  have  done.  "Com- 
lames  like  Boeing  [the  first  to  use 
)CLASS],"  he  explains,  "classify 
heir  equipment  parts  into  families  as 
hey  design  new  parts,  so  they  can 
[uickly  see  if  they  already  have  the 
tern."  By  running  a  new  design 
hrough  Dr.  Allen's  machine,  a  corn- 
any  can  determine  whether  it  has 
he  equivalent  already  sitting  on  its 
helves.  While  waiting  for  the  patent, 
(YU  has  been  commissioned  by  eight 
orporations  to  work  up  videodisc 
•rograms  for  employee  training. 


ARKANSAS 
MEANS  BUSINESS. 


As  a  businessman,  and 
former  director  of  the  Arkansas 
Industrial  Development  Commis- 
sion, I  know  what  it  takes  to 
make  Arkansas  attractive 
to  business. 

As  governor,  I'm  dedicated 
to  working  full-time  to  attract 
industry  to  Arkansas'  prime  loca- 
tions and  natural  resources. 

The  State  of  Arkansas  works 
with  industry  everyday  to  assure 
maximum  productivity  and  profit. 
Profit  for  Arkansas  industry. 
For  Arkansas  people. 

Arkansas  is  mighty  attractive 
to  business.  And  I'd  like  to  show 
you  what,  we  can  do  for  yours. 


■TO 


Frank  White,  Governor 

ARKANSAS 

We  Mean  Business. 

For  information,  write  to  the  Arkansas  Industrial  Development  Commission-F 
One  State  Capitol  Mall.  Little  Rock,  Arkansas  72201.  Or  call  (501)  371-7675. 


Robertshaw's  custom 
control  panel  automatically 
safeguards  natural  gas 
pumping  at  unattended 
satellite  station  in  Michigan. 

Controlling  natural  gas  pumped  storage  by  remote  com- 
mand from  distant  Detroit,  an  automatic  Robertshaw  panel 
governs  operations  for  Michigan  Consolidated  Gas  Com- 
pany's new  unattended  station.  It  monitors  such  factors  as 
temperature  and  pressure,  shuts  down  the  pipeline  when 
safe  limits  are  exceeded  and  reports  the  causes. 

Basically  pneumatic  for  safety  and  cost  efficiency,  the 
custom  panel  was  designed  by  Robertshaw  engineers  who 
also  trained  operators  for  periodic  inspections.  Another 
energy  saving  product  from  more  than  10,000  Robertshaw 
controls  and  control  systems.  For  details,  write  Robertshaw 
Controls  Company,  Dept.  IIF,  P.O.  Box  26544,  Richmond, 
VA  23261 .  Or  call  804/281-0700.  Exports:  call  Robertshaw 
International  Operations,  804/285-4161 . 


CONTROLS  COMPAN 


The  Energy  Control  Company 
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ADJUSTABLE  CAPS 

WITH  EMBLEMS         USE  FOR: 

Safety  awards,  incentive  for  production  goals,  product  pro- 
motion, advertisement,  conventions,  company  picnics,  trade 
shows,  attendance  awards 

Choose  the  cap  that  fits  your  need  Send  us  a  copy  of  your 
logo  or  a  rough  pencil  sketch  and  we'll  do  the  rest  Your 
emblem  expertly  made  and  sewn  on  the  best  caps  available 
Please  furnish  the  following  information: 

•  Style  No.  How  Many 

•  Copy  for  Emblem  

•  Color  Royal  Blue,  Navy  Blue,  Red, 
Black,  Orange,  White,  Gold,  Kelly  Green,  Brown. 

Price  includes  one  1  -color  emblem  sewn  on  front  of  cap. 
(MINIMUM  ORDER  — 72) 
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Each 

$3.05 

Each 
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Each 
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Each 
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HIGHWAY  460-36 
GRUNDY,  VA  24614 


BOX  275         TOU  FREE 

800/336-0551 

ALASKA,  HAWAII  and  VIRGINIA 
CALL  COLLECT  703/935-4545 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $30  □  3  years  $60 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  add  $5  a  year.  Orders  for  other 
countries  add  $18  a  year. 

Subscription  Sen  ice  Manager 
Forbes,  60  Firth  Avenue 
New  York,  N.Y.  10011 
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(see  above  name  on  label) 
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Showdown  poker 

Air  Florida  once  thought  it  had  sewn 
up  Air  California,  Forbes  reported  a 
month  ago  (Apr.  27),  adding  ."but  it 
hadn't  reckoned  on  dealing  with  Her- 
bert Kunzel."  Kunzel,  a  72-year-old  re- 
tired International  Harvester  execu- 
tive, was  trustee  for  the  bankrupt 
Westgate-California  Corp.;  the  airline 
was  the  last  worthwhile  asset  salvaged 
from  the  1973  collapse  of  the  banking 
empire  of  C.  Arnholt  Smith,  who  is 
now  appealing  a  conviction  for  grand 
theft.  Air  Florida's  offer,  $45  million 
for  all  of  Westgate,  was  too  low  in  Kun- 
zel's  view,  and  he  bent  all  his  energy 
and  crusader's  zeal  to  sweetening  it. 
The  Florida-based  line,  one  of  the  most 
expansionary  in  the  industry,  had  al- 
ready made  a  deal  with  the  Federal  De- 
posit Insurance  Corp.,  Westgate's  big- 
gest creditor,  for  85%  of  the  defunct 
company's  preferred  stock  and  26%  of 
the  common,  a  deal  Kunzel  con- 
demned as  a  back-door  ploy. 

The  resolution  came  in  a  bidding 
contest  in  a  San  Diego  courtroom  that 
would  have  quickened  the  pulse  of  a 
Las  Vegas  poker  dealer.  Air  Florida 
came  in  leading  from  strength. 
Against  them  were  two  Orange  Coun- 
ty real  estate  developers,  William 
Lyon,  a  former  Air  Force  general,  and 
George  Argyros,  principal  owner  of  the 
Seattle  Mariners  baseball  club.  The 
bluffing  went  on  in  $500,000  raises  un- 
til Air  Florida  threw  in  a  $58  million 
offer.  The  real  estate  men  paused  and 
Federal  Judge  Leland  Nielsen  declared 
an  overnight  recess.  The  next  day  the 


Westgate  trustee  Herbert  Kunzel 
Hang  tough  and  the  creditors  win. 


Orange  County  contingent  dropped  a 
$61.5  million  stake  on  the  table  and 
the  judge  declared  the  bidding  over. 
"Everybody  has  to  decide  what  some- 
thing is  worth  to  them,"  said  Air  Flor- 
ida's chairman,  C.  Edward  Acker. 
With  an  estimated  $11  million  to  $12 
million  profit  on  his  holdings,  Acker 
was  hardly  unhappy.  "That  beats  run- 
ning an  airline,"  he  said. 

Everybody  won,  it  seems.  For  Her- 
bert Kunzel,  it  was  a  day  of  triumph. 
Hailing  "a  tremendous  result,"  he  said 
the  settlement  "will  mean  that  the 
bona  fide  creditors  will  receive  at  least 
100%  of  their  credits." 


Battle  of  the  bureaus 

When  President  Reagan  handed  the 
ax  to  his  budget  director,  David 
Stockman,  one  prime  target  for  the 
Administration's  planned  cost-cut- 
ting program  was  the  Washington  bu- 
reaucracy. But,  Forbes  pointed  out 
(Mar.  30),  the  agencies  involved  would 
be  "taking  to  the  hills  to  fight  for  their 
programs."  One  of  the  first  to  head  for 
the  tall  timber  was  the  National  Con- 
sumer Coop  Bank,  a  Ralph  Nader-in- 
spired agency  set  up  in  1978  to  lend 
money  to  small  cooperatives.  When 
Stockman  took  over  he  ordered  the 
bank  to  fold.  A  quick  SOS  from  the 
bank  to  Capitol  Hill  mustered  26  sig- 
natures of  protest  on  a  letter  to  the 
White  House — after  all,  congressional 
prestige  was  at  stake — and  Stockman 
conceded  that  he  could  not  impound 
the  bank's  funds  without  congression- 
al approval.  Round  one  for  the  bank. 

The  bank's  president,  Carol  Green- 
wald,  then  made  a  more  dramatic 
move.  She  wrote  a  check  for  almost 
$60  million,  which  Treasury  officials 
cashed  as  a  matter  of  routine,  and 
then  she  squirreled  away  the  money 
in  private  banks  where  the  Treasury 
presumably  could  not  touch  it.  An- 
other round  for  the  National  Consum- 
er Coop  Bank. 

The  Treasury  belatedly  challenged 
the  deal,  charging  that  Mrs.  Green- 
wald  had  acted  "improperly."  She,  in 
turn,  said  she  was  retaining  a  lawyer, 
claiming  the  bank  had  an  opinion 
from  the  General  Accounting  Office, 
Congress'  own  watchdog,  backing  hei 
action.  Congress,  after  its  original 
protest,  ignored  a  proposal  to  autho- 
rize budget  cuts  for  the  bank.  Mrs 
Greenwald  had  said  she  would  match 
that  by  handing  back  the  $60  million 
Meanwhile  the  bank's  15-membei 
board  (which  now  has  7  new  Reagar 
appointees)  voted  to  return  the  money 
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The  Canon  NP-400F  delivers 
40  crisp,  letter-size  copies  a  minute. 
Making  it  the  fastest  desktop  copier 
in  its  class.  And  with  a  first  copy 
speed  of  just  5.5  seconds,  even  your 
first  copy  comes  out  fast1 


REDUCE 
NLARGE 


Need  a  large  drawing  brought 
down  to  a  more  convenient  filing  size? 
Or  a  computer  printout  reduced 
to  letter  size?  The  Canon  NP-400F 
has  full  reduction  capabilities. 
Two  reduction  modes,  75%  and  64%, 
make  it  extremely  convenient. 


In  addition  to  general  office  use, 
it's  a  boon  to  architects,  law  firms, 
even  schools.  Now  you  can  enlarge 
map  sections,  detailed  drawings  or 
make  fine  print  more  readable. 
The  Canon  NP-400F  makes  it  as  simple 
as  copying  an  ordinary  original. 


Canon  makes  it  very  simple  for 
you  with  its  Document  Feeder. 
No  more  raising  the  cover  or  positioning 
the  original.  Just  slip  in  the  original  and 
the  Canon  NP-400F  does  the  rest. 
Speeds  up  the  work  flow 


OLLATE 


Forget  about  tedious  hand  collating 
The  NP-400F's  optional  15-bm  sorter 
collates  up  to  30  pages  per  bin  at  the  end 
of  the  copy  run.  Handles  any  size  paper. 
From  statement  up  to  ledger  size. 
A  real  efficiency  booster  for  high  volume 
performance. 
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Eteverly  Wilshire 

Wilshire  Blvd.  and  Rodeo  Dr.  •  Beverly  Hills,  Calif.  90212 
(213)275-4282    Telex  698-220 

Represented  by  HRI  The  Leading  Hotels  of  the  World  Member  of  the  Preferred  Hotels  Association 


Don't  Expect  A  State 
That  Carit  Balance 

ItsOwnBuctotTbBe 
Good  For  Business. 

Many  of  the  states  making  a  hue 
and  cry  lor  new  business  would  do 
well  to  pay  more  attention  to  their  own. 

Certainly,  our  experience  here  in 
Virginia  over  the  past  200  years  would 
suggest  that  a  balanced  state  budget 
creates  the  best  climate  for  business. 

It  encourages  lower  corporate  taxes, 
so  that  industry  does  not  have  to  pay 
for  the  financial  sins  of  government. 

And  second,  businessmen  know 
that  they  can  expect  support  from  a 
government  that  plays  by  the  same 
rules  and  faces  the  same  bottom  line. 

If  you  want  the  best  location  for 
your  company,  look  at  the  business 
climate  in  Virginia.  And  remember  that 
probably  no  other  state  has  balanced 
its  budget  for  as  long  as  we  have.  Just 
contact  the  Division  of  Industrial 
Development,  Dept.  F6.  Richmond, Va. 
23219. 


Robert  C.  Wattijr.  Suite  Twsurer 


Virginia 


Follow-lhrou&h 

and  the  Treasury  agreed  to  release  $33 
million  to  meet  the  bank's  current- 
quarter  expenses.  The  purpose  of  all 
this,  says  the  bank's  executive  vice 
president,  Mitch  Rofsky,  was  "to 
wipe  the  slate  clean." 

What's  next?  The  bank  may  think 
the  slate  is  now  clean,  but  the  Office 
of  Management  &  Budget  says  that 
the  National  Consumer  Coop  Bank  is 
still  high  on  David  Stockman's  slate 
of  nominations  for  oblivion. 

Stay  tuned. 

Dog  and  pony:  Act  n 

Ronald  West  used  to  call  his  pitch  to 
promote  tax  shelters  a  "dog  and  pony 
show,"  Forbes  reported  last  year  (Mar. 
17,  1980).  It  must  have  been  quite  a 
performance,  because  in  less  than  four 
years  West  and  his  partner,  G.  Charles 
Cole  of  Dallas,  had  raised  $65  million 
from  almost  4,000  investors  in  var- 
ious real  estate  ventures,  mamly  in 
the  Sunbelt.  The  tax  writeoffs  they 
offered — at  least  $2.25  for  every  $1 
invested — seemed  too  good  to  be  true, 
Forbes  commented,  adding  that  "in 
many  cases,  they  are  too  good  to  be 
true."  Others  harbored  similar  reser- 
vations. West  and  Cole  were  under 
investigation  by  the  Securities  &  Ex- 
change Commission,  and  some  of 
their  customers  found  that  the  Inter- 
nal Revenue  Service  was  giving  their 
returns  special  scrutiny. 

After  interviewing  dozens  of  per- 
sons familiar  with  the  West-Cole  op- 
erations, and  reviewing  partnership 
and  land  records  in  Texas  and  scores 
of  offering  memorandums,  Forbes 
found  samples  of  what  it  considered 
questionable  accounting,  improper  fil- 
ings and  failures  to  disclose  "impor- 
tant information  in  a  timely  man- 
ner." Nonetheless,  Ronald  West  spoke 
pridefully  of  his  empire,  saying  that 
he  and  his  partner  "don't  have  one 
unhappy  investor." 

The  subpoenas,  however,  have 
come  home  to  roost.  In  mid-April, 
West,  Cole  and  eight  of  their  various 
corporations  "consented"  in  a  federal 
court  in  Dallas  to  a  permanent  injunc- 
tion-barring them  from  buying  or  sell- 
ing securities  fraudulently  or  without 
proper  SEC  registration.  In  the  nature 
of  consent  decrees,  the  defendants 
neither  admitted  nor  denied  sinning 
and  the  SEC  action  ended  there.  Any 
further  moves  are  up  to  other  govern- 
ment agencies  or  to  West-Cole  part- 
ners who  may  have  been  singed  in 
their  operations. 
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Hie  most  important 

investment  tool 
wg^vc  ever  dovclopccli 

E.E  Hutton  Master  List's  unique  stock 
evaluation  method  establishes  relative  values  for 
over  900  stocks,  instantly  reveals  undervalued 
situations,  and  pinpoints  up-to-date  prospects. 

At  E.E  Hutton  we  put  a  lot  of  search  into  our  research. 
We  search  constantly  for  investments  that  are  on  target  for 
our  customers  financial  goals. 

Up-to-date  Investment  Prospects 


EFHutton 

MASTER 
LIST 


In  our  research  pursuits  we  have  developed  the  most 
important  investment  tool  in  our  77  years— the  Master  List. 
The  Master  List  puts  a  wealth  of  information  in  your 
E  Hutton  Account  Executive's  hands. With  the  Master  List's  detailed  information  on  the  leading 
mpanies  in  the  country  and  evaluations  on  their  current  investment  prospects,  your  E.E  Hutton  AE 
better  able  to  help  you  reach  your  objectives. 

The  Master  List  is  constandy  updated  and  contains  information  on  undervalued  stocks 
ith  the  highest  current  yield,  undervalued  stocks  with  the  highest  current  potential  change  in  value, 
idervalued  stocks  with  the  largest  discount  from  book  value,  technically  favorable  stocks  with 
hat  we  consider  the  highest  potential  returns— and  more  valuable  information. 

In  our  mind,  this  is  the  Hutton  edge. 


We  train  our  Account  Executives  to  make  this  extensive  data  meaningful  to  our  customers.This  is 
e  kind  of  service  E.E  Hutton  customers  get  at  no  additional  cost.  In  our  mind,  this  is  the  Hutton  edge. 

If  you  would  like  to  know  more  about  the  E.E  Hutton  Master  List,  just  give  your  Hutton 
zcount  Executive  a  call.  If  you  don't  have  an  account  with  us,  send  in  the  coupon  below  or  call  toll- 
re,  day  or  night,  7 days  a  week:  (800)  228-2626.  (In  Nebraska, call  (800)  642-8777) 


Please  send  more 
information  on  the 

Master  List. 
1  understand  there  is 
no  obligation. 

E.  F  Hutton  &  Company  Inc. 
E.  F  Hutton  Information  Center 
PO.  Box  10318 
Des  Moines,  Iowa  50306 


Name 


Street 


City. 


State 


Zip. 


Home  Phone. 


Business  Phone 


My  EFH  Account  Number  is 


□  I  have  no  EFH  Account. 


When  EFHutton  talks,  people  listen. 


Jeers  for  Jerry 

Sir:  If  you  really  think  Jerry  Brown 
has  changed  ("Jerry  Brown  Comes  In 
From  Way  Out,"  Fact  and  Comment, 
May  11),  you're  dumber  than  I 
thought. 

— Roger  Bartholomey 
Monterey,  Calif. 

Sir:  Jerry  Brown  is  the  antithesis  of  all 
you  stand  for.  Jerry  blocks  offshore  oil 
development  (okay  for  Texas  and  Lou- 
isiana, but  not  for  California).  He  suf- 
focated Dow  Chemical's  proposed 
$500  million  plant  with  kindness. 
("Why  did  they  give  up?  They  had 
only  50  more  permits  to  go.")  He  sab- 
otaged Sohio's  plan  to  use  an  idle  gas 
pipeline  to  ship  Alaska  oil  from  Cali- 
fornia to  the  Midwest.  Jerry  is  lavish 
in  his  praise  of  the  State  Energy  Com- 
mission, which  works  overtime  to  de- 
lay every  energy  project  that  comes 
before  it.  He's  not  fit  to  run  a  state  or 
help  run  a  country. 
—Robert  H.  Paschall 
Sacramento,  Calif. 

Sir:  Can  a  leopard  change  his  spots? 

— Don  Jackson 
Lindsay,  Calif. 

Sir:  Jerry  Brown  loves  business  as 
much  as  he  loves  Linda. 
— Richard  Medard 
Sierra  Madre,  Calif. 


Stripping  and  profitability 

Sir:  We  think  the  footnote  on  the  arti- 
cle "We  really  rolled  the  dice" (Apr.  27) 
should  have  read  "marginally  profit- 
able" rather  than  "marginally  produc- 
tive" in  reference  to  stripper-well 
fields  in  the  U.S.  Stripper  wells  pro- 
duce over  1  million  barrels  of  crude  oil 
per  day.  Because  of  the  imposition  of 
the  excise  tax  (the  so-called  windfall 
profits  tax)  on  crude-oil  producers, 
stripper-well  operators  have  suffered  a 
price  rollback  for  their  product  while 
costs  of  operations  continue  to  inflate. 
— R.L.  Vockel 
President, 

National  Stripper  Well  Association 
Tulsa,  Okla. 


Another  view 

Sir:  Re  the  Hungarian  exception  (May 
11).  The  limits  of  Hungarian  political 
and  social  developments  are  exactly 
the  similar  limits  of  the  other  state 


Readers  Say 


socialist  systems — more  specifically 
where  the  rights  to  freedom  begin. 
Neither  today  nor  in  the  future  can 
the  current  Hungarian  regime  tres- 
pass these  limits. 

Your  writer  did  not  speak  with  rep- 
resentatives of  the  Foundation  to 
Help  the'Poor,  with  the  young  writers 
whose  organization  was  banned  by 
the  government  a  few  weeks  ago, 
with  the  educators  who  lament  about 
the  nihilism  of  Hungarian  youth,  with 
the  "differently  thinking"  young 
Hungarians  who  do  not  want  to  give 
up  hope  for  democracy  for  the  cheap 
promises  of  a  larger  piece  of  meat. 
— Istvan  B.  Gereben 
Executive  Secretary, 

Coordinating  Committee  of  Hungarian 

Organizations  in  North  America 
Rockville,  Md. 


Cryptic  remark 

Sir:  Re  the  Crypt  advertiser  (Fact  and 
Comment,  May  11).  Perhaps  the  de- 
nouement should  have  read:  "Suc- 
cumb To  See  Us." 
—CalMcNeely 
Ladonia,  Tex. 


Our  defense 

Sir:  Your  comments  concerning  the 
MX  system  (Fact  and  Comment,  Apr. 
13)  are  being  made  available  to  the 
special  committee  considering  this 
system. 

— Charles  H.  Townes 
Department  of  Physics, 
University  of  California 
Berkeley,  Calif 

Sir:  You  have  made  some  valid  and 
important  points  about  our  national 
security  requirements  and  priorities. 
I  see  we  agree  on  several  essential 
questions. 

By  identifying  some  of  the  funda- 
mental issues,  you  have  contributed 
significantly  to  the  public  debate  we 
need  if  we  are  to  achieve  a  bipartisan 
national  consensus  on  defense  and 
foreign  policy. 
— Senator  Sam  Nunn  (D-Ga.) 
Committee  on  Armed  Services 
Washington,  D  C 


Not  our  whole  business 

Sir:  In  "Derricks,  derricks  every- 
where" (Apr.  27)  an  unnamed  analyst 


suggests  the  sale  of  companies'  shares 
whose  entire  business  was  dependent 
upon  land-based  contract  drilling 
Mention  was  made  of  our  company] 
As  of  our  fiscal  year-end,  Jan.  31, 
1981,  the  contribution  to  revenues! 
from  contract  drilling  was  [only]  56%| 
of  total  revenues. 
— Warren  H.  Haber 
Chairman  of  the  Board, 
Kenai  Corp. 
New  York,  NY. 


Read  ucing  inflation 

Sir:  If  reading  will  reduce  spending 
and  thus  lessen  the  impact  of  inflation 
(Fact  and  Comment,  Apr.  27),  I  recom- 
mend that  government  bureaucrats  be 
furnished  with  a  good  supply  of  books. 
—J.S.  Vanderploeg 
Toronto,  Ont. 


Wrong  to  look? 

Sir:  Re  your  proposed  feature  "Execu- 
tive Search"  (Fact  and  Comment,  Apr 
13),  one  assumes  that  the  CEO  who 
said  "This  might  tend  to  draw  re- 
sponses from  people  who  are  looking 
for  jobs  ..."  prefers  to  buy  from  sales- 
people who  aren't  trying  to  sell  and 
instructs  his  sales  force  to  avoid  pros- 
pects who  want  to  buy. 

I'm  looking  for  a  job.  I  won't  wait 
for  people  to  search  me  out.  I  concen- 
trate on  prospects  that  don't  consider 
looking  for  work  stigmatic. 
— Rudolph  N.  Carlson  Jr. 
Grand  Rapids,  Mich. 

Sir:  No  wonder  American  Motors  for 
1980  had  a  $6  per  share  loss  when  the 
Board  Chairman  has  such  a  negative 
view  ("Your  idea  is  hare-brained  and 
useless"). 
— Richard  Caldwell 
Springfield,  Ore. 


Note  the  spinoff 

Sir:  The  IBES  earnings  estimate  fig- 
ure ior  Peabody  International  which 
appeared  in  Statistical  Spotlight  (May 
11.  p-  336)  included  an  earnings  esti- 
mate for  GEO  International,  a  com- 
pany which  has  been  spun  off  from 
Peabody  International. 

Without  GEO  the  1981  IBES  earn- 
ings estimate  for  Peabody  is  58  cents. 
— Steve  Endicott 
New  York,  NY. 
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To  a  world  weary  of  redesigned  and 

;tyled  automobiles,   the  new  Audi 

)upe  is  refreshment  itself. 

It  is  a  fresh  statement  in  advanced 

tomotive  design.   Ahead  of  conven- 

mal  grand  touring  cars. 

The  Coupe's  classic  low-front,  high- 

ck  wedge  shape  is  an  aerodynamic  tour 

force. 

It  helps  the  Coupe  doOto  50  in  just  7.4 
:onds. 


Photograph  —  Neuschwanstein  Castle,  Bavaria 


Heart  of  this  performance  is  the  5-cyl- 
inder  engine,  refined  5-speed  gearing  and 
matchless  front-wheel  drive. 

This  efficient  engineering  is  also  re- 
sponsible for  the  Coupe's  high  mileage 
statistics:  EPA  estimated  [2l]  mpg,  36 
estimated  mpg  highway* 

The  Coupe  is  pure  fun.  Pure  Audi.  A 
genuine  masterpiece  of  innovative,  rele- 
vant engineering  and  design. 

It  is,  indeed,  the  Coupe  du  jour. 


Audi 


For  your  nearest  Porsche  Audi  dealer, 
please  telephone  toll-free  (800)  447- 
4700.  In  Illinois,  (800)  322-4400. 

"Use  "estimated  mpg"  for  comparison.  Mpg  varies 
with  speed,  trip  length,  weather.  Actual  highway 
mpg  will  probably  be  less. 


PQR5CHE+AUDI 

NOTHING  EVEN  COMES  CLOSE 


The  next  revolution  in  the  science  of  ^ 
home  entertainment  is  brought  to  m 
you  by  the  same  company  that  M 
brought  you  the  last  one.  . 

1981  is  the  year  of  the  RCA  SelectaVision"  ^ 
VideoDisc  system — an  innovation  in  M  ^  ^1 

electronic  technology  that  promises  to 
'    surpass  the  impact  of  an  earlier  RCA  "first": 
the  introduction  of  color  television  itself. 

The  RCA  VideoDisc  system  has  two  ^^^^^^^^ 
simple  components — a  record-like  disc  and 

a  player  which  reproduces  sound  and  picture  ^^^^^^^ 
from  the  disc  on  any  television  set.  But  behind 
this  simple,  yet  revolutionary,  system  lies  a  complex 
l«? ,-•  -  rj?    technology,  the  result  of  many  years  of  RCA  research 

in  physics,  chemistry,  mechanics  and  electronics. 
iLL,  .  Created  at  the  cost  of  millions  of  research  dollars,  the 

RCA  system  is  a  CED  or  Capacitance  Electronic  Disc 
system.  It  incorporates  some  of  today's  most  sophisticated 
-----  i,-m  m  f~s     integrated  circuits,  including  a  microprocessor,  and  a 
'  H      CCD  delay  line  filter.  The  disc  itself  is  also  a  marvel  of 
Z-^-a     modern  technology.  Fifty  of  its  signal  tracks  or  grooves 
n»  •?  "  I  1      would  fit  on  the  edge  of  this  page. 

The  RCA  SelectaVision  "  VideoDisc  system 
_  is  the  product  of  RCA  research — the  kind  of 

--^  »*  *  \  \       dedicated  research  that  has  been  a  tradition  at 
^i^,     RCA  for  over  60  years.  Today,  many  years 
^      *  after  Nipper  started  listening  to  "His  Master's 

'■^%p^f* *  -    \  ^        Voice,"  research  and  development  are 

funded  at  the  highest  level  in  our  company's 
\  ^\       history.  Our  commitment  is,  as  it  has 
V  always  been,  to  the  advancement  of 

^^^^^    ■"'  »t\  %jk      technology — to  the  creation  of 

\  products  that,  like  the  VideoDisc, 

*'        >     .xy    expand  the  human  horizon. 

<^%fik         ©  1981  RCA  Corporation 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


AS  SOMEONE  OBSERVED,  THANKS  TO  HIS  PROFESSION 

it  didn't  take  Ronald  Reagan  long  to  get  his  ax  together. 

LET'S  GET  RIGHT  ON  IT,  MR.  EDWARDS 


By  now  Energy  Secretary  James  B.  Edwards  should  begin 
:o  have  the  Capitol  drill  in  hand. 

Before  he  accomplishes  the  Reagan  aim  of  doing  away 
,vith  his  chair,  it's  necessitous  for  Dr.  Edwards  to  get  our 
itomic  energy  program  turned  on  again  by  doing  three 
:hings — directly  or  by  the  "power  of  suggestion"  to  the 
jresidentially  appointed  Nuclear  Regulatory  Commission: 

•  Decide  which  of  several  safe  waste-storage  methods 
Adll  be  used,  and  designate  the  sites  for  them.  (Federal 
ands  constitute  34%  percent  of  the  total  U.S.A.,  and 


they're  under  the  Administration's  administration.) 

•  Issue  and  enforce  safety  education  regulations,  and 
oversee  the  requisite  training  by  and  for  the  relevant 
utilities'  personnel;  and  with  near-numbing  regularity,  see 
to  it  that  the  requisite  procedures  are  observed. 

•  Standardize  basic  A-plant  blueprints,  and  thus  obviate 
years  of  delay  for  multiple,  repetitive  clearances. 

It  takes  only  will  and  wit  to  get  the  job  done. 
What  a  consequential  contribution  to  the  nation's  weal 
Mr.  Edwards  can  make.  What  a  way  to  cap  his  career. 


F  14  FIGHTER  WING  TRYING  TO  FLY  WITH  ONLY  ONE 


Without  civilian  technicians,  one  F-14  fighter  wing 
;ommander  says  his  unit  would  be  reduced  to  half 
strength. 

Methinks  he's  an  optimist. 

What  do  you  suppose  it's  doing  to  the  morale  and  the 
reenlistment  rate  of  the  uniformed  Navy  technicians  work- 
ng  alongside  5-day,  9-to-5  civilians  who  haul  in  much  more 
money,  haul  out  when  they  feel  like  it  and  report  to  no  one 
except  perhaps  in  some  instances  their  wives)? 

And  when  combat  units  are  deployed,  do  you  think 
these  employed  civilians  are  deployable? 

What  about  mere  trifles  like  security? 

There  is  no  answer  for  military  capability  in  multiplying 
:ivilian  employment  for  maintenance. 


There  are  a  few  simple,  inescapable  answers  to  this 
otherwise  inescapable  and  crippling  military  problem:  a 
draft  to  provide  enlistment  impetus  (of  which  probably 
only  1  out  of  20  might  be  lotteried  into  service  for  a  year); 
sizable  pay  jumps  for  minimal  six-year  enlistees  with  each 
improvement  in  technical  ability;  and  reduction,  to  the 
feasible  minimum,  of  the  constant  shuffling  of  officers  and 
men  from  one  unit  to  another.  Pride  in  a  unit  takes  time  to 
develop. 

I  firmly  believe  that  President  Reagan  has  the  guts  as 
well  as  the  sense  to  overcome  his  opposition  to  the  draft 
when  those  responsible  for  the  state  of  our  military  tell 
their  Commander-in-Chief  it's  essential  if  we're  to  man 
our  military. 


GM'S  GENERALISSIMO  ROGER  SMITH  MADE  A  STARTLING  COMMENT 

almost  as  a  mere  footnote  to  his  replies  to  Face  The  Nation    Absenteeism  cost  GM  more  than  a  billion  dollars  last  year." 
TV  questioners — "A  lot  of  what  we  need  can  be  gained  if      Almost  alone  that  fact's  enough  to  knock  galley-west 
people  just  come  to  work  every  day  as  they're  supposed  to.    proposals  to  knock  way  down  imports  from  the  Far  East. 
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HOW  COULD  OUR  FORMER  AMBASSADOR  TO  JAPAN 

wreak  such  havoc  on  a  friendly  Rising  Sun  government  by  words  Edwin  Reischauer  managed  to  do  100%  more  dam- 
his  inexplicable,  incredible  statement  about  U.S.  warships,  age  to  our  relations  with  Japan  than  whatever  good  he  may 
atomic  weapons  and  visits  to  Japanese  ports?  In  a  few    have  accomplished  in  five  years  as  our  Ambassador  there. 


KISSING  OFF 

Isn't  it  wonderful  that  all  our  other  problems 
are  so  minor  that  some  silly  nitpickers  could 
make  (briefly)  so  much  of  the  fact  that  our 
Chief  of  Protocol,  Madam  Ambassador  Leon- 
ore  Annenberg,  made  a  slight,  two-second 
kneedip  to  the  British  throne's  heir  when  he 
stepped  off  his  airplane  in  D.C.  recently. 

Syrian-Israeli  tensions;  bloody  Northern  Ire- 
land riots,-  Reagan's  sweeping  federal  budget  proposals  be- 
fore the  Congress;  Japan  versus  Detroit  on  auto  sales;  inter- 
est rates  soaring  to  20%  and  the  stock  market  dipping  5%; 
growing  El  Salvadoran  complications;  MX  missile  contro- 
versy,- the  possibilities  of  renewing  SALT  II  discussions — all 

PUTTING  $BILLIONS  INTO 

as  so  many  of  our  gigantic-er  fourth-estate  colleagues  are 
doing  doesn't  seem  to  us  necessarily  assures  them  of 
monolithic,  monopolistic  profitability. 

For  sure,  cable  TV  has  an  unlimited  future — all  50  to  100 
channels'  worth  in  mounting  millions  of  homes. 

But  putting  all  your  bucks  on  one  costly  wire  to  each 
house?  In  less  than  60  months,  for  $300  more  or  less,  every 
house  and  apartment  will  be  able  to  stick  a  dish-topped  mast 
on  the  roof  and,  with  it,  tune  in  on  any  one  of  the  countless 
programs  being  beamed  to  and  from  most  anywhere. 

What's  going  through  the  air  will  determine  who  gets  a 
measurable  audience  and  the  advertising  dollars.  The  good 
specialized  programming  will  get  one  piece  of  the  pie;  the 
unusual  and/or  spectacular,  the  other. 

Almost  as  quickly  as  they  figure  out  how  to  scramble 
their  programs,  under-  and  over-the-counter  unscramblers 


THE  CURTSY 

these  were  as  nothing  because  our  warm  and 
gracious  Protocol  Lady  extended  a  fleeting  cour- 
tesy curtsy  to  Bonnie  Prince  Charlie. 

You'd  think  our  independence  from  Britain 
hung  by  such  a  slender  thread  that  it  might 
break  under  the  pressure  of  a  slightly  bent  knee. 

The  next  day,  the  Prince  of  Wales,  with  his 
usual  charm  and  wit,  put  the  whole  matter 
back  in  perspective  as  he  departed  for  his  Great  Britain: 
He  kissed  Mrs.  Annenberg — her  husband  had  served  for 
5V2  years  as  our  ambassador  to  his  mother's  court — a  fond 
good-bye  .  .  .  thus  allowing  all  those  other  minor  matters 
to  come  back  into  discussion. 

THE  CABLES  OF  CABLE  TV 

will  be  selling  for  less  than  a  theater  ticket. 

Then  there's  that  little  outfit  called  AT&T,  which,  if  it 
must  spin  off  this  or  that  segment,  must  certainly  be  freed 
to  compete  in  every  other  business.  Don't  they  already 
have  a  line  into  most  every  residence  in  the  country?  Is  it 
an  insurmountable  problem  for  them  to  have  a  gizmo  to 
feed  your  cable  TV  set? 

Then  there's  the  little  matter  of  public  opinion.  On  our 
cable  TV  in  New  York  City,  when  we  wanted  to  add  the 
Showtime  pay  cable  to  the  existing  HBO  capability,  we  were) 
told  we  could  have  one  but  not  both.  You  think  that  arbitrary 
decision  will  hold  up  as  time  and  alternatives  and  technical 
advances  continue  moving  as  swiftly  as  they  are  now? 

Software's  where  the  long-run  return  on  cable  TV  is  more 
apt  to  be  than  in  the  upfront  Sbillions  now  literally  going, 
into  cables  themselves  (for  an  insider's  view,  see  p.  71 ). 


I  DON'T  KNOW  MANY  AS  INTELLIGENT 


and  I  know  few  as  able  as  Christie  Hefner  {see  Fact  and 
Comment,  Feb.  4,  1980).  When  she  came  to  lunch  the 
other  day,  it  was  to  break  heads  as  well  as  bread,  to  deflate 
a  recent  Forbes  story  on  Playboy  Enterprises  as  well  as  to 
inflate  and  go  ballooning  with  the  Forbeses. 

Christie  began  her  observations  as  beautifully  as  she 
r.lways  looks,  praising  the  accuracy  of  the  principal  one  of 
three  points  in  Forbes'  article,  "Is  Playboy's  luck  running 
out?'.'  That  point  dealt  with  the  grim  prospect  of  lost  licenses 
faced  by  their  London  casinos,  which  account  for  twice  the 
profits  produced  by  the  magazine  itself.  But  Christie  main- 
tained that  the  London  outcome  would  not  affect  Playboy's 
New  Jersey  casino  license.  Before  granting  the  usual  tempo- 


rary one,  the  New  Jersey  Commission  insisted  that  the 
executives  who  had  gotten  Playboy  in  trouble  in  Merrie 
England  have  nothing  to  do  with  the  Jersey  casino. 

"And,  Malcolm,"  she  continued,  "to  suggest  that  casino 
problems  'could  spell  the  end  of  the  bunny  empire,'  asi 
Forbes  did,  is  ridiculous  when  Playboy  magazine  itselfj 
cleared  $16  million  last  year.  We've  got  work  to  do  to) 
maintain  past  profitability  but  that's  very  different  from 
going  out  of  business.  We're  working  at  doing  what  must 
be  done  and  it's  absurd  to  suggest  that  the  existence  of  the 
Playboy  company  itself  is  in  question." 

Anyone  who  knows  Christie — increasingly  a  key  deci- 
sion maker  in  the  company — had  better  believe  it. 
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IN  THE  LAND  OF  THE  MIDNIGHT  SUN 

Excerpted  from  Cycle  World's  report,  written  by  its  editor,  Allan  Girdler. 


Shortly  after  3  p.m.  on  what  the 
:rench  call  6  iuin  [June  1980],  we  left 
Dmaha  Beach  and  pointed  the  motor- 
:ycles  inland.  It  was  the  36th  anniver- 
ary  of  D  Day  and  it  was  a  good  time 
o  ride  a  Harley-Davidson  across 
:rance.  We  were  headed  for  the  north- 
ernmost part  of  Europe,  known  as  the 
vlorth  Cape — hundreds  of  miles  north 
>f  the  Arctic  Circle. 

The  Cape  is  the  farthest  north,  the 
ilosest  to  the  North  Pole  that  you  can 
;o  on  wheels,  so  Malcolm  Forbes  de- 
eded he'd  like  to  ride  there.  He  enlist- 
:d  me,  his  son  Bob,  nephew  Duncan 
md  a  friend  of  the  younger  Forbes,  Dr. 
an  Enezehus,  a  Norwegian  physician 
vho  was  saddled  with  the  job  of  plan- 
ling  the  routes  and  stops.  I  got  to  take 
lotes;  Bob  and  Duncan  are  profes- 
ional  photographers.  Distinguished 
:ompany. 

We  tend  to  think  that  only  in 
America  are  motorcycles  frowned  on. 
^Jot  so.  Europe  has  been  able  to  afford 
:ars  for  a  generation,  so  they  reckon 
)ikers  are  crazy,  just  like  at  home,  and 
vhen  we  walked  into  the  various 
our-star  hotels  and  restaurants  we  got 
:hilly  stares. 

We  took  a  ferryboat  from  Germany 
o  Norway  and,  to  my  way  of  think- 
ng,  we  escaped  from  Europe.  Norway 
s  wonderful.  First,  the  place  is  huge. 
Well,  not  so  much  big  as  long  and 
hin,  about  1,200  miles  long  and  280 
niles  wide. 


The  roads  are  good  but  not  too 
good.  No  autobahns,  no  arrogant  Mer- 
cedes drivers.  You'll  get  a  lovely 
smooth  four  lanes,  then  two,  then 
oiled  dirt  with  a  construction  detour 
or  perhaps  a  tunnel  with  no  lights  and 
a  dirt  surface  pocked  by  holes — terri- 
fying. Not  dull.  Lots  of  curves.  What 
you  do  in  Norway  is  ride,  rather  than 
just  sit  there. 

They  have  advisory  speed  limits 
and  we  saw  a  total  of  two  patrol  cars 
in  a  couple  of  thousand  miles.  If  you 
drink  and/or  crash,  they  lock  you  in  so 
deep  Christmas  carols  arrive  in  June, 
but  failing  that,  the  police  are  not  a 
revenue  agency.  In  short,  you  can  ride 
as  fast  as  conditions  permit,  and 
that's  fast. 

The  scenery   is   incredible.  Like 


MSF  and  son  Robert  at  the  Circle  itself 


Glacier  National  Park  for  1,000 
miles.  Green  fields,  sparkling  blue 
lakes,  snowcapped  peaks.  The  first 
few  days  we  didn't  ride  more  than 
an  hour  at  a  time  as  the  photogra- 
phers among  us  had  to  shoot  every- 
thing in  sight. 

All  the  guidebooks  I  have  seen 
talk  about  border  crossings  and  pa- 
pers, etc.,  but  although  I  can't  say 
you  don't  need  all  the  papers,  we 
didn't  have  any  trouble  at  borders. 
We  went  through  the  borders  of 
France-Belgium,  Belgium-Holland, 
Holland-Germany,  Germany-Nor- 
way, Norway-Finland,  Finland-Swe- 
den and  Sweden-Norway  with  noth- 
ing more  than  a  brief  glance  at  pass- 
ports. If  that.  Couple  of  the  borders 
were  closed  for  rain  and  holidays,  if 
you  can  believe  that. 

Harley-Davidson  motorcycles  have 
fans  everywhere.  As  soon  as  we  were 
spotted  by  bikers,  they  had  to  see  the 
Harleys,  ask  about  cubic  centimeters 
and  prices.  Harleys  made  us  heroes  on 
the  road. 

We  were  having  a  spot  of  trouble, 
as  it  happened.  A  truck  pulled  in 
front  of  Forbes  on  a  detour  and  he 
dropped  the  800-pound  Harley  FLT, 
something  one  does  not  do  lightly. 
He  was  bruised  and  he  needed  a  rest; 
his  heavy  cycle's  fairing  was  askew. 
The  Harley  74  I  was  riding  had 
broken  a  wire  on  the  rough  dirt  road 
and  the  battery  was  flat,  which  I  didn't 
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The  deckhands  on  this  freighter  had 
not  unloaded  a  motorcycle  before,  so 
the  cyclists  did  the  job  themselves 
know  until  it  wouldn't  crank  over. 


A  local  biker  looked  at  the  FLT  and 
commented  that  it  was  leaking  oil. 
Forbes  was  fascinated  by  the  ex- 
change. First  that  this  guy  had  spot- 
ted instantly  something  Forbes 
wouldn't  have  seen  in  a  year;  second, 
that  I  had  writhed  with  the  loss  of 
status  that  comes  from  arriving  on  a 
dream  machine  that  wasn't  in  tip-top 
shape.  But  one  of  the  bikers  invited 
us  to  his  shop,  where  he  charged  the 
battery,  helped  with  the  new  wires 
and  the  whole  crew  volunteered  to 
aid  in  getting  the  Harley  FLT  back  in 
alignment. 

As  a  gesture  of  thanks  we  bought 
the  first  round  and  let  the  Norwegians 
sit  on  the  FLT.  Yeah,  I  know  about 
taxes  and  import  bothers  and  all  that. 
But,  if  Harley  ever  decides  to  do  some- 
thing about  the  balance  of  payments 
and  get  serious  about  exporting,  they 
have  a  potential  market  consisting  of 
every  biker  nut  we  met  in  Europe. 
Meanwhile,  it  made  me  proud  to  be 
on  a  74. 

Along  in  here  somewhere  we 
crossed  the  Arctic  Circle.  We  rode  up 
a  pass  through  a  mountain  range  and 
the  trees  got  smaller  and  more  scrub- 
by, then  disappeared.  Raw  grass, 
rocks,  glaciers  to  the  left  and  right, 
windswept  granite  and  right  at  the 
top  of  the  bleakness  was  a  sign  pro- 
claiming the  Arctic  Circle.  The  air 
was  cold,  the  sun  was  weak  and  by 
Admiral  Byrd  it  surely  did  look  like  it 
should.  I  was  glad  I  had  two  sets  of 
woollies,  then  a  wool  shirt  and  sweat- 
er, then  leathers  under  my  thermal 
rain  suit. 

I  was  even  more  glad  when  we  rode 
down  the  other  side  of  the  pass  and 
found  pine  forests,  then  little  farms 
and  fishing  villages.  The  Gulf  Stream 


warms  the  coast  of  Norway,  so  it's 
much  warmer  for  its  northern  posi- 
tion than  you'd  think.  We  took  advan- 
tage of  this  by  riding  along  the  coast, 
with  skips  from  mainland  to  islands 
and  back  on  a  series  of  coastal  freight- 
ers and  ferries. 

One  of  the  reasons  for  the  ride  was 
to  see  the  midnight  sun.  We  had  the 
route  and  stops  planned  so  we'd  get  to 
go  to  the  top  of  the  world  in  time  for 
the  sun  to  not  set.  Longest  day  of  the 
year  in  an  area  where  they  have  no 
sunset  for  ten  weeks.  When  I  first 
heard  about  this  I  spent  some  time 
with  a  globe  and  a  lamp,  figuring:  "If 
the  sun  doesn't  set,  where  does  it  go!" 
Now  I  know.  The  sun  makes  a  big 
circle,  as  if  a  lasso  artist  were  making 
a  loop  above  your  head. 

More  strange  was  the  loss  of  a  sense 
of  time  and  orientation.  We'd  get  up 
at  what  seemed  like  midmorning,  ride 
for  11  or  12  hours,  have  dinner,  work 
on  the  bikes  and  go  to  bed  at  what  felt 


like  midafternoon,  more  tired  than 
we  felt  entitled  to  be  because  obvious- 
ly the  day  was  still  young.  The  natives 
adapt,  they  told  us,  but  I  never  did. 

Finally,  Cape  Nord.  There's  a  little 
town  at  the  ferry  stop,  packed  with 
tourists  as  you'd  guess,  then  you  ride 
20  or  so  miles  up  into  the  mountains 
and  right  to  the  edge  of  the  world. 

Not  a  friendly  place.  Windswept, 
cold,  no  trees,  land's  end  for  Europe  is 
a  barren  cliff  with  cold  gray  seas 
stretching  as  far  as  the  eye  can  see. 
Just  what  I  had  hoped  for,  in  sum. 
We'd  made  it  and  now  the  trip  home 
would  be  all  downhill. 

And  so  it  proved  to  be,  except  that 
there's  more  than  one  meaning  to 
downhill. 

With  goal  achieved,  we  picked  up 
the  pace.  Back  into  town,  back  onto 
the  ferry,  back  through  what  has  got 
to  be  the  worst  tunnel  in  the  world — 
made  even  more  horrible  on  the  re- 
turn trip  by  the  presence  of  a  gravel 
spreader — yes,  midway  through.  We'd 
thought  the  slime  on  the  road  was 
accidental  but  no,  they  haul  it  there 
on  purpose.  Two  miles'  worth,  hitting 
potholes  in  the  dark  while  trying  to 


keep  between  invisible  walls.  We 
emerged  upright  and  headed  for  Fin- 
land, southbound  and  down. 

For  a  couple  of  days  I'd  been  worried 
about  the  Harley  74's  back  tire.  The 
rough  roads  had  taken  a  toll.  "Oh, 
relax,"  Forbes  said.  We'd  been  run- 
ning hard,  70  and  80  mph  with  Forbes 
on  the  74  for  several  hours.  We  slowed 
for  a  small  town  with  a  pedestrian 
crossing  and  BANG!  Soon  as  I  heard 
it,  I  knew  what  it  was  and  sure 
enough,  the  tire  had  popped  and  put 
Forbes  across  both  lanes,  lock  to  lock. 
He'd  kept  the  bike  upright. 

When  we  had  our  hearts  going 
again,  we  reflected  briefly  on  how  it 
happened  that  the  tire  went  just  ex- 
actly at  the  only  time  all  day  it 
could  have  gone  without  serious 
consequences.  Malcolm  Forbes  is  a 
lucky  man. 

Not  even  the  Forbes  luck  could 
interfere  with  the  next  event.  We'd 
arrived  at  the  height  of  the  midyear 
summer  holiday.  I  can't  say  that  ev- 
erybody in  the  Finnish  town  was 
drunk.  Instead,  everybody  we  met 
was  drunk,  all  the  stores  were 
closed,  there  was  no  way  we'd  get  a 
new  Harley  tire  in  less  than  a  week, 
if  then. 

So  we  repacked  and  Forbes  and  son 
doubled  up  until  we'd  crossed  the  bor- 
der into  Sweden — closed,  or  maybe  I 
should  say  open  and  unguarded,  be- 
cause of  the  holiday.  Next  morning 
we  took  Malcolm  to  the  airport  and 
we  remaining  four  headed  down  the 
coast  to  Sweden. 


The  five  bikers  at  Europe's  north  edge, 
which  is  marked  by  this  striking  sculp- 
ture just  a  few  feet  back  from  the  cliff 
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ONLY  ONE  OF  THESE  ADS 
ISA  JEWEL 

In  the  Carimati  ad,  the  necklace  cap- 
tures your  eye.  The  lady  of  indeterminate 
age  is  one  with  whom  many  are  likely  to 
feel  they  can  identify. 

But  with  such  an  extraordinary  beauty 
in  the  Harry  Winston  message,  who 
would  even  notice  the  necklace?  Who 
among  those  able  to  afford  such  a  piece 
can  see  herself  as  a  young,  ethereal  bride  ? 


Twenty-three  years  ago,  during  the  course  of  preparing  a 
:over  story  on  the  U.S.  Navy,  I  remember  with  unrelish 
pending  a  couple  of  days  grounded  in  Guam  because 
unway  gooney  birds  had  conked  an  engine  on  the  C-5A 
ve  were  aboard.  Coping  with  goonies  meant  coping  with 
lird  lovers,  and  the  combination  grounded  many  a  plane 
nd  Admiral. 

So  some  of  us  could  see  a  certain  irony  (after  a  safe 


GIVING  BIRDS  THE  BIRD 

landing)  when,  recently,  two  of  three  engines  on  a  jet 
headed  for  a  New  York  runway  were  knocked  out  by  a 
flock  of  birds.  Among  the  jeopardized  passengers  was  Mr. 
Les  Line,  the  editor  of  Audubon  Magazine  and  vice  presi- 
dent of  the  National  Audubon  Society.  Said  he:  "It  was  a 
bit  disconcerting.  The  pilot  was  very  apologetic  to  me  for 
killing  the  birds.  I  told  him,  'Better  the  birds  than  me.'  " 
A  different  line  from  the  older  Line. 


TERROR 

seldom  terrifies  its  target. 


TO  LIVE  TOUR  LIFE 

in  the  fear  of  losing  it  is  to  lose  the  point  of  life. 


LET'S  NOT  GO  OVERBOARD  WITH  MONETARISM 


By  M.S.  Forbes  Jr. 


Never  before  have  monetarists 
been  as  dominant  in  policymaking 
circles  as  they  are  today  in  the  Rea- 
gan Administration.  So  heavy  is  the 
pressure  they  are  now  putting  on 
the  Federal  Reserve  Board  that  one 
can  say  the  central  bank  is  coming 
under  de  facto  monetarist  rule.  The 
Fed  has  had  a  baleful  impact  in  its 
attempts  to  regulate  economic  ac- 
tivity by  manipulating  interest 
rates.  Will  monetarists  do  better 
than  the  so-called  Keynesians? 

The  answer,  probably  not. 

Inflation  is  caused  by  too  much 
money  chasing  too  few  goods,  says 
Milton  Friedman  and  his  followers. 
Ergo,  if  you  control  the  money  sup- 
ply (MIA,  M1B,  etc.),  bring  it  down 
to,  say,  a  4%  to  6%  growth  rate  per 
annum,  you  can  wring  out  inflation 
and  restore  economic  stability. 

Monetarism,  though,  has  funda- 
mental flaws  when  it  comes  to  the 
real  world. 

What  measure  of  money  do  you 
use?  The  proliferation  of  new  finan- 
cial instruments  obsolete  new  yard- 
sticks almost  as  quickly  as  they  are 


created.  The  Fed,  for  instance,  is 
having  a  devil  of  a  time  in  adjusting 
its  Ms  as  people  switch  money  out 
of  their  checking  accounts  into 
NOW  accounts. 

A  growing  number  of  monetarists 
acknowledge  the  shortcomings  of 
the  Ms,  such  as  M1B,  and  argue  that 
the  Fed  should  concentrate  on  what 
is  called  the  monetary  base  (bank 
reserves  plus  currency  in  circula- 
tion), which  is  more  susceptible  to 
direct  control  by  the  central  bank. 

But  even  this  tool,  though  far  bet- 
ter than  others,  is  awfully  imprecise 
for  fine-tuning  credit  policy.  Be- 
tween 1972-80,  the  annual  growth 
rate  of  the  adjusted  base  ranged 
from  about  7%  to  91/2%.  You  would 
never  know  from  such  a  narrow 
range  that  during  these  years  we 
had  terrific  booms  and  serious 
downturns,  that  inflation  fluctuated 
between  3%  and  up  to  18%. 

A  more  serious  problem  that 
monetarists  overlook  is  the  impor- 
tance of  demand  for  money.  To  take 
a  historical  example:  In  the  latter 
part  of  the  1930s,  banks  had  ample 
reserves,  the  stuff  for  "creating" 
money.  But  creditworthy  borrowers 


weren't  borrowing;  the  economy 
didn't  much  grow.  Pushing  a  string 
is  what  the  phenomenon  was  called. 

More  recently,  the  Fed  excused  its 
poor  performance  in  the  latter  half 
of  1980  because,  in  the  words  of  a 
spokesman,  "We  didn't  anticipate 
such  strong  economic  activity." 

But  that's  the  point.  What  amount 
of  credit  is  adequate  for  financing, 
say,  a  4%  growth  rate?  Is  it  2%  ?  Or 
5%?  Or  something  else?  One  can 
come  up  with  convincing  historical 
or  computer-created  evidence  to 
support  almost  any  answer. 

A  rigid  devotion  to  one  of  the  Ms 
or  even  to  something  like  the  mone- 
tary base  can  create  havoc,  given 
the  delicate  condition  of  our  finan- 
cial markets  (see  Columnist  Ashby 
Bladen,  p.  185).  One  need  only  look 
at  the  damage  monetarism  has 
wrought  in  England  to  see  the  po- 
tential dangers. 

Fortunately,  President  Reagan  is  a 
man  of  sound  instincts,  as  his  advo- 
cacy of  tax  cuts  in  the  face  of  oppo- 
sition from  most  "experts"  testi- 
fies. Let  us  hope  he  puts  a  rein  on 
his  monetarists  before  they  create 
unnecessary  problems  for  him. 


ORBES,  JUNE  8,  1981 


21 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mind.  -MSF 


Many  Davids/ 12  Goliaths 

With  only  12  carriers  in  the  Navy, 
and  allowing  for  repairs,  overhaul 
and  training,  sustaining  two  in  the 
Indian  Ocean  precludes  maintaining 
the  Navy's  normal  positioning  of 
two  in  the  Mediterranean  and  two 
in  the  Western  Pacific  at  the  same 
time.  Having  not  enough  to  go 
around  is  the  price  we  are  paying  for 
a  policy  of  procuring  a  few  giant 
carriers  rather  than  many  small 
ones.  .  .  .  The  capability  to  intervene 
in  remote  areas  requires  aircraft  car- 
riers that  can  be  placed  in  harm's 
way  like  all  other  implements  of 
war.  That  will  be  possible  only  when 
carriers  are  made  smaller,  simpler 
and  in  larger  numbers. 

— Stansfield  Turner,  former  CIA 
Director,  New  York  Times  Magazine 

No  Leg  Up 

Upon  hearing  a  report  of  two  hunt- 
ers clinging  for  life  to  a  mountain 
ledge,  Cleveland  Amory,  chairman  of 
the  Fund  for  Animals,  deadpanned, 
"I'm  rooting  for  the  ledge." 

— Town  &)  Country 

Reds  Behind  Black  Ball 

Caloric  intake,  educational  attain- 
ment, and  the  ratio  of  doctors  to  peo- 
ple all  seem  to  be  higher  in  the 
U.S.S.R.  than  in  Western  Europe,  and 
yet  in  the  U.S.S.R.  life  expectancy  is 
six  years  lower,  and  its  infant  mortal- 
ity rate  three  times  as  high.  There  is 
not  a  single  country  in  all  of  Europe  in 
which  lives  are  so  short,  or  babies' 
death  rates  so  high — not  even  impov- 
erished, half-civilized  Albania. 

The  biggest  problems:  alcoholism. 
The  Soviet  Union's  per  capita  intake 
of  hard  liquor  was  more  than  twice  as 
high  as  America's  or  Sweden's.  Things 
have  gotten  to  the  point  where  factory 
foremen  mark  their  workers  sober  and 
fit  for  duty  if  they  can  stand.  Pollution: 
misuse  and  overuse  of  pesticides  and 
fertilizers,  the  careless  release  of  in- 
dustrial waste  and  heavy  metals  into 
the  waters,  and  radiation  emitted  from 
poorly  constructed  or  only  partially 
safeguarded  nuclear  facilities.  Acci- 
dents: shoddy  assembly  lines  and 
heavy  machinery  placed  in  the  hands 
of  drunken  workers.  .  .  . 

Hospitals  frequently  lack  necessary 
drugs  and  anesthetics,  disposable  bed- 


ding and  needles  are  unknown,  ob- 
taining sterilized  instruments  can  be 
a  demanding  ordeal.  .  .  .  Denying  a 
sick  man  an  operation  is  not  nearly  so 
difficult  as  taking  away  a  healthy 
man's  shoes. 

In  agriculture  and  other  important 
sectors  of  the  economy,  the  efficiency 
of  expenditure  has  been  dropping  for 
most  of  the  past  decade.  ...  To  hold 
its  country  together  today,  the  Polit- 
buro must  rely  on  the  army,  secret 
police,  system  of  political  privilege 
and  the  black  market.  Short-term 
strength,  in  tandem  with  a  prospect  of 
long-term  weakness,  is  not  a  prescrip- 
tion for  international  stability. 

— Nick  Eberstadt, 
New  York  Review  of  Books 

News  Slot 

A  story  about  the  beef  industry  be- 
longs in  the  obituary  column. 

— Kenneth  Monfort,  CEO, 
Monfort  of  Colorado,  Inc. 

Fraudulent  Inflation 

As  much  as  one-third  of  car-insur- 
ance premiums  paid  by  American  mo- 
torists is  lining  the  pockets  of  persons 
in  one  of  today's  most  lucrative  crimi- 
nal pursuits:  auto-insurance  fraud. 
Real  kingpins  are  the  lawyers,  doctors 

CARTOON  FEATURES  SYNDICATE 


"Be  careful  in  the  city,  my  son. 
Remember,  it's  a  jungle  out  there." 


and  chiropractors  who  manufacture 
and  manipulate  victims,  forge  bills 
and  steer  claims  through  channels. 
The  process  of  detecting  such  auto- 
insuring  scams  and  prosecuting  the 
perpetrators  is  not  easy.  The  Insur- 
ance Crime  Prevention  Institute,  sup- 
ported by  350  insurance  firms,  has 
developed  evidence  that  prosecutors 
used  to  put  more  than  400  doctors 
and  lawyers  in  jail  in  the  past  eight 
years.  But  it  employs  just  100  agents 
nationally. 

— U.S.  New  &)  World  Report 

Demands  of  Hotels  and  God 

There  is  no  valid  evidence  that 
Christianity  ever  assumed  the  world 
would  provide  maximum  security  and 
comfort.  The  guest  at  a  hotel  may 
make  such  demands,  but  we  are  in  no 
such  position  to  expect  this  sort  of 
attention  from  God. 
— Reverend  Dr.  Arthur  Lee  Kinsolving 
of  Boston's  Trinity  Church 


There  are  some  who  believe 
that  luxury  is  the  opposite 
of  poverty.  No.  It  is  the  oppo- 
site of  vulgarity. 
—French  fashion  designer  Coco  Chanel 


The  Only  Way  TO  Go 

The  only  way  we  can  afford  the 
hardware  and  other  military  services 
we  need  to  feel  safe  living  in  the 
same  world  with  the  Russians  is  to 
have  an  army  of  draftees,  and  pay 
them  minimal  wages.  That  will  give 
us  money  to  spend  on  other  aspects  of 
the  military — like  giving  substantial 
wages  to  a  valuable  cadre  of  career 
military  people.  It  now  costs  so  much 
for  our  basic  manpower  we  don't  have 
enough  to  pay  valuable  people  really 
good  wages.  You  don't  see  the  Red 
Army  or  the  Israelis  using  TV  ads  or 
high  salaries  to  get  people  into  thej 
military.  They  conscript  them. 

— FORBES\ 


Cold  on  Sexual  Roles 

Someone  asked  U.N.  Ambassador! 
Dr.  Jeane  Kirkpatrick  who  does  thei 
housework  in  the  family.  "I  may  cook) 
and  my  husband  may  do  the  dishes," 
she  replied  evenly,  "but  if  the  price  isi 
too  high  to  pay,  then  I'd  do  thej 
dishes."  Fie  on  those  who  think  itj 
important  who  does  the  dishes,  her 
look  said.  She  is  kind  of  a  post-femi- 
nist feminist.  Small  questions  about! 
sexual  roles  leave  her  cold. 

—Li/| 
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PRICE  SHOULD  REFLECT 
ITS  WORTH,  NOT 
WHAT  THE  TRAFFIC 
WILL  BEAR. 


A  lot  of  people  today 
think  the  more  a  Euro- 
pean luxury  sedan  costs, 
the  more  desirable  it  is. 
That's  why  some  Euro- 
pean car  makers  get  away 
with  charging  outra- 
geously high  prices. 

But  at  Volvo  we  don't 
believe  a  car  needs  an 
exorbitant  price  tag  to 
distinguish  itself  as  a 
luxury  sedan. 

The  Volvo  GLE  is  a 
product  of  this  philoso- 
phy. Like  other  fine  auto- 
mobiles it's  made  with 
meticulous  attention  to 
detail.  So  the  doors  fit 
perfectly  and  the  finish  is 
flawless.  It  features  a 
powerful,  fuel-injected, 
V-6  engine  that  performs 
smoothly  and  quietly. 
And  it  affords  amenities 
like  air  conditioning  and 
leather  seats  at  no  extra 
cost. 

But  there's  one  area 
in  which  the  Volvo  GLE 
falls  far  below  other 
European  luxury  sedans. 
The  price.  Which  is  one 
reason  so  many  people 
consider  it  an  extraordi- 
nary value. 

So  if  you're  only 
interested  in  how  much 
money  you  can  pay  for  a 
car,  there  are  any  number 
of  luxury  sedans  you  can 
choose  from.  But  if 
you're  interested  in  how 
much  car  you  can  get  for 
vour  money,  buy  the 
Volvo  GLE. 

VOLVO 

A  car  you  can  believe  in. 


JO  VOIVO  OF  AMERICA  CORPORATION 
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dustrial waste  and  heavy  metals  into 
the  waters,  and  radiation  emitted  from 
poorly  constructed  or  only  partially 
safeguarded  nuclear  facilities.  Acci- 
dents: shoddy  assembly  lines  and 
heavy  machinery  placed  in  the  hands 
of  drunken  workers.  .  .  . 

Hospitals  frequently  lack  necessary 
drugs  and  anesthetics,  disposable  bed- 


ding and  needles  are  unknowh,  ob- 
taining sterilized  instruments  can  be 
a  demanding  ordeal.  .  .  .  Denying  a 
sick  man  an  operation  is  not  nearly  so 
difficult  as  taking  away  a  healthy 
man's  shoes. 

In  agriculture  and  other  important 
sectors  of  the  economy,  the  efficiency 
of  expenditure  has  been  dropping  for 
most  of  the  past  decade.  ...  To  hold 
its  country  together  today,  the  Polit- 
buro must  rely  on  the  army,  secret 
police,  system  of  political  privilege 
and  the  black  market.  Short-term 
strength,  in  tandem  with  a  prospect  of 
long-term  weakness,  is  not  a  prescrip- 
tion for  international  stability. 

—Nick  Eberstadt, 
New  York  Review  of  Books 

News  Slot 

A  story  about  the  beef  industry  be- 
longs in  the  obituary  column. 

—Kenneth  Monfort,  CEO, 
Monfort  of  Colorado,  Inc. 

Fraudulent  Inflation 

As  much  as  one-third  of  car-insur- 
ance premiums  paid  by  American  mo- 
torists is  lining  the  pockets  of  persons 
in  one  of  today's  most  lucrative  crimi- 
nal pursuits:  auto-insurance  fraud. 
Real  kingpins  are  the  lawyers,  doctors 

CARTOON  FEATURES  SYNDICATE 


"Be  careful  in  the  city,  my  son. 
Remember,  it's  a  jungle  out  there." 


and  chiropractors  who  manufacture 
and  manipulate  victims,  forge  bills 
and  steer  claims  through  channels. 
The  process  of  detecting  such  auto- 
msuring  scams  and  prosecuting  the 
perpetrators  is  not  easy.  The  Insur- 
ance Crime  Prevention  Institute,  sup- 
ported by  350  insurance  firms,  has 
developed  evidence  that  prosecutors 
used  to  put  more  than  400  doctors 
and  lawyers  in  jail  in  the  past  eight 
years.  But  it  employs  just  100  agents 
nationally. 

— U.S.  New  e)  World  Report 

Demands  of  Hotels  and  God 

There  is  no  valid  evidence  that 
Christianity  ever  assumed  the  world 
would  provide  maximum  security  and 
comfort.  The  guest  at  a  hotel  may 
make  such  demands,  but  we  are  in  no 
such  position  to  expect  this  sort  of 
attention  from  God. 
— Reverend  Dr.  Arthur  Lee  Kinsolving 
of  Boston's  Trinity  Church 


There  are  some  who  believe 
that  luxury  is  the  opposite 
of  poverty.  No.  It  is  the  oppo- 
site of  vulgarity. 
—French  fashion  designer  Coco  Chanel 


The  Only  Way  To  Go 

The  only  way  we  can  afford  the 
hardware  and  other  military  services 
we  need  to  feel  safe  living  in  the 
same  world  with  the  Russians  is  to 
have  an  army  of  draftees,  and  pay 
them  minimal  wages.  That  will  give 
us  money  to  spend  on  other  aspects  of 
the  military — like  giving  substantial 
wages  to  a  valuable  cadre  of  career 
military  people.  It  now  costs  so  much 
for  our  basic  manpower  we  don't  have 
enough  to  pay  valuable  people  really 
good  wages.  You  don't  see  the  Red 
Army  or  the  Israelis  using  TV  ads  or 
high  salaries  to  get  people  into  the 
military.  They  conscript  them. 

— Forbes 


Cold  on  Sexual  Roles 

Someone  asked  U.N.  Ambassador 
Dr.  leane  Kirkpatrick  who  does  the 
housework  in  the  family.  "I  may  cook 
and  my  husband  may  do  the  dishes," 
she  replied  evenly,  "but  if  the  price  is 
too  high  to  pay,  then  I'd  do  the 
dishes."  Fie  on  those  who  think  it 
important  who  does  the  dishes,  her 
look  said.  She  is  kind  of  a  post-femi- 
nist feminist.  Small  questions  about 
sexual  roles  leave  her  cold. 

— Life 
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A  lot  of  people  today 
think  the  more  a  Euro- 
pean luxury  sedan  costs, 
the  more  desirable  it  is. 
That's  why  some  Euro- 
pean car  makers  get  away 
with  charging  outra- 
geously high  prices. 

But  at  Volvo  we  don't 
believe  a  car  needs  an 
exorbitant  price  tag  to 
distinguish  itself  as  a 
luxury  sedan. 

The  Volvo  GLE  is  a 
product  of  this  philoso- 
phy. Like  other  fine  auto- 
mobiles it's  made  with 
meticulous  attention  to 
detail.  So  the  doors  fit 
perfectly  and  the  finish  is 
flawless.  It  features  a 
powerful,  fuel-injected, 
V-6  engine  that  performs 
smoothly  and  quietly. 
And  it  affords  amenities 
ike  air  conditioning  and 
leather  seats  at  no  extra 
cost. 

But  there's  one  area 
in  which  the  Volvo  GLE 
falls  far  below  other 
European  luxury  sedans. 
The  price.  Which  is  one 
reason  so  many  people 
consider  it  an  extraordi- 
nary value. 

So  if  you're  only 
interested  in  how  much 
money  you  can  pay  for  a 
car,  there  are  any  number 
of  luxury  sedans  you  can 
choose  from.  But  if 
you're  interested  in  how 
much  car  yOu  can  get  for 
your  money,  buy  the 
Volvo  GLE. 

VOLVO 
A  car  you  can  believe  in. 


What's  Ahead  for  Business 


Until  the 
economy  slows, 
interest  rates  will 
remain  in  the 
stratosphere 


Why  the  Fed 
must  use  a 
blunt  weapon 


The  economy  isn't 
acting  the  way 
it's  supposed  to 


HOW  LONG,  OH  LORD? 

Are  you  wondering  why  the  economy  remains  so  strong  when  the 
prime  rate  is  20%  and  long-term  bonds  are  just  about  unsalable?  If  so, 
you  are  not  alone  in  your  confusion.  Paul  Volcker  is  perplexed,  too.  So 
are  the  top  people  in  the  Administration.  They  press  the  brakes.  The 
machine  keeps  moving. 

Determined  to  slow  inflation,  both  the  Fed  and  the  White  House 
are  prepared  to  let  interest  rates  go  as  high  as  necessary  to  slow  the 
economy  and  thus  head  off  a  new  burst  of  inflation.  So  far,  chiefly  the 
housing  and  auto  industries  have  been  badly  hurt  by  the  unprecedent- 
ed high  interest  rates.  Yet  a  number  of  major  corporate  failures  seem 
imminent  and  nearly  the  entire  thrift  industry  is  under  water.  If  the 
economy  doesn't  slow  fairly  quickly,  continued  high  interest  rates  are 
going  to  cause  financial  mayhem.  There  will  be  a  jarring  halt,  not  a 
soft  landing.  Volcker  can  almost  hear  the  anguished  screams  from 
Congress,  from  the  press,  from  the  unions.  So  can  the  White  House. 

Which  comes  first?  A  slower  economy?  Or  a  far  worse  burst  of 
bankruptcies  than  we  have  already  had?  Volcker  doesn't  know.  Neither 
do  President  Reagan's  top  advisers.  But  all  of  them  are  keeping  their 
fingers  crossed.  So  should  you. 

The  Fed  realizes  recent  changes  in  the  structure  of  the  financial 
industry  have  seriously  eroded  its  power  to  control  credit  expansion 
(see  Ashby  Bladen's  column,  p.  185).  A  dozen  years  ago,  it  was  still 
possible  for  the  Fed  to  stop  credit  expansion  through  the  use  of 
Regulation  Q  ceilings  on  interest  that  banks  may  pay  on  deposits.  As 
market  rates  rose,  the  Fed  held  the  ceiling  unchanged.  Soon  banks 
were  unable  to  offer  interest  rates  competitive  with  the  money  mar- 
kets. Deposits  flowed  out,  a  pattern  described  as  "disintermediation." 
Banks  worried  about  maintaining  their  viability  and  cut  back  on  new 
credit  extension.  Rising  interest  rates  slowed  lending  operations,  too, 
because  banks  were  reluctant  to  extend  credit  at  fixed  rates  when  it 
was  apparent  that  yields  would  continue  to  rise. 

It's  a  different  world  now.  Banks  are  indexing  almost  all  loans  and 
liabilities.  They  couldn't  care  less  how  high  rates  go  as  long  as  they  can 
lend  money  for  more  than  it  costs  them,  which  is  now  easy. 

Only  weeks  ago  the  President's  Council  of  Economic  Advisers  still 
predicted  little  or  no  economic  expansion  during  the  second  and  third 
quarters  of  this  year.  The  Commerce  Department  has  just  raised  its 
figures  on  first-quarter  growth  of  output  to  8.4%  from  an  earlier 
estimate  of  6.5% ;  8.4%  is  boom  pace  and  clearly  unsustainable.  Now  it 
is  agreed  that  real  GNP  growth  for  this  quarter  will  be  in  the  plus  2%  to 
4%  range,  as  against  original  estimates  of  plus  1%  to  minus  1%. 

What  the  Fed  now  needs  to  know  is  this:  When  push  comes  to  shove 
will  Congress  and  the  White  House  back  the  central  bank  even  at  the 
cost  of  massive  bankruptcies?  Or,  will  the  politicians,  following  their 
natural  instincts,  lose  their  nerve?  Is  Ronald  Reagan  as  tough  as 
Margaret  Thatcher?  Paul  Volcker  will  soon  find  out. 
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The  Forbes  Index 
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The  Forbes  Index  Components 


Climbing,  on  borrowed  money.  Con- 
sumers took  on  more  than  $1  billion 
in  debt,  and  that  helped  move  the 
Forbes  Index  up  this  reporting  period, 
but  hardly  for  the  best  reasons. 
There's  a  good-news  side  though, 
since  loans  in  the  prior  period  in- 
creased by  almost  $2  billion.  At  the 
same  time,  industrial  production  kept 
climbing.  It's  now  higher  than  at  any 
time  in  the  past  18  months.  Retail 
sales,  which  had  been  rising,  dropped 
below  March  levels. 

The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 

composed  of  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 

manufacturers'  inventories 

Total  retail  sales 

New  housing  starts 

Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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.  Ill  stake  my  Corum  on  it? 

t  eminently  successful  timepiece  from  Corum. 

e  authentic  $20  Gold  Piece,  quartz  and  water-resistant. 

nd-crafted  in  Switzerland. 

rum:  An  investment  in  time. 

■  brochure  send  $1.50  to  Corum,  Dept.  FB, 

)  Fifth  Ave. ,  New  York,  N.  Y.  10019. 


morrow  is  here . . . 
from  the  world  of  Ford. 


Introducing  America's  new 
personal  sport  coupe. 

Sophisticated  world-class ;  I  • 
-technology 

Ftont-wheel  drive. 

Four-wheel  independent 
suspension. 

Two-seater  excitement 
with  hatchback 

practicality.  9l  1 


=z  Jr'-V'^*  Advanced  1.6  liter  compound- 
s', valve  hemi  engine. 

jj*  bj           I  A  remarkably  long  list  of 

f  -  .  | /      J  standard  features. 


46  EPA  EST.  HWY. 


EPA  EST.  MPG 


Estimate  for  comparison.  Your  mileage  may 
differ  depending  on  speed,  distance  and 
weather.  Actual  highway  mileage  lower. 

FORD  EXP 


FORD  DIVISION 


Forbes 


Toe  MX  basing  plan— A, 600  holes,  8,000 
niles  of  roadways — is  as  good  as  dead, 
ut  nobody  wants  to  pull  the  trigger. 


Bye-bye,  birdie 


By  Jerry  Flint 


1|he  plan  to  dig  4,600  connect- 
ed holes  in  Utah  and  Nevada  for 
200  MX  missiles  appears  to  be 
ying.  It's  not  that  the  Pentagon  or 
be  Air  Force  is  willing  to  say  this.  It's 
ot  that  groups  like  the  Council  for  a 
ivable  World  or  Environmental  Ac- 
ion  oppose  the  project. 

No,  it's  when  hard-line,  pro-defense 
lilitary  analysts  begin  to  conclude 
hat  the  4,600-holes-in-the-ground 
lan  is  dying  that  it  truly  is  likely  to 
e  dying. 

"Realistically,  it  looks  like  it's  go- 
ng to  sink,"  says  Jeffrey  Barlow,  na- 
tonal  security  analyst  at  the  Heritage 
oundation,  a  Washington  think  tank 
/ith  impeccable  right-wing  creden- 


tials. "It's  not  dead  yet,  but  it  is  tee- 
tering on  the  edge." 

Jake  Gam,  Republican  Senator  from 
Utah,  complains  that  the  missile 
should  be  put  into  existing  silos  and 
defended.  "That  makes  a  great  deal 
more  sense  than  some  Rube  Goldberg 
system  of  roads,"  he  says. 

The  president  of  a  major  company 
involved  in  the  MX  program  says  the 
decision  last  month  of  the  Mormon 
Church  to  oppose  the  basing  in  Neva- 
da and  Utah  probably  was  the  last 
straw.  "We've  got  to  recognize  the 
strength  of  the  Mormon  Church.  If 
they  hadn't  come  out  against  it,  I 
think  we'd  have  it.  A  lot  of  Sierra 
Clubs  object,  but  they  object  to  every- 
thing." But  don't  use  my  name,  he 
pleads.  "Sooner  or  later  there's  going 


to  be  a  leak  from  the  Townes  commit- 
tee [the  latest  Pentagon  study  group, 
due  to  report  next  month]  "and  I  don't 
want  to  be  blamed,  not  that  I  have  any 
inside  information." 

Indeed,  President  Reagan  is  on  rec- 
ord as  criticizing  the  4,600-hole  plan. 
Even  so,  the  huge  project  will  probably 
die  slowly.  A  simple  decision  to  kill  the 
basing  system  could  have  political  re- 
percussions in  Europe,  one  defense  ana- 
lyst figures,  encouraging  those  who 
don't  want  new,  shorter-range  missiles 
based  there.  Instead  there  could  be  a 
muddling  along — no  outright  decision 
to  kill  the  "shell  game,"  as  it's  been 
called,  but  a  slow  death  through  delay. 
Then,  when  the  new  missiles  start  ar- 
riving in  the  middle  1980s  they  would 
be  nested  in  temporary  silos  that  even- 
tually would  become  permanent 
homes.  The  Air  Force,  meanwhile,  will 
be  getting  its  new  B- 1  bombers  and  not 
as  likely  to  complain. 

The  problem  with  the  MX  missile 
program  is  that  it  tried  to  be  too  many 
things.  First  the  military  sought  a 
more  accurate,  more  powerful  weap- 
on. The  MX— weighing  192,000 
pounds,  carrying  ten  individually  tar- 
getable  warheads  against  three  on  the 
latest  Minuteman  rockets — was  the 
weapon.  It  could  even  fit  into  the  old 
Minuteman  silos. 

Then  came  the  worry  that  by  the 
mid-to-late  1980s  the  missile  silos 
could  be  destroyed  in  a  first  strike 
attack  by  growing  numbers  of  more 
accurate  Russian  missiles.  Although 
the  U.S.  still  would  have  its  bombers 
and  submarines  and  maybe  cruise 
missiles,  the  planners  figured  that  the 
possible  loss  of  the  land-based  mis- 
siles would  weaken  the  U.S.  retali- 
atory threat.  Out  of  that  came  the 
idea  of  the  mobile  MX  with  4,600 
holes  and  8,000  miles  or  so  of  road- 
way and  missile  transporters.  There 
would  be  only  200  new  MX  missiles, 
but  the  Russians  couldn't  guess 
which  holes  all  of  those  200  were  in. 
The  4,600-hole  figure  was  based  on 
how  many  warheads  the  Russians 
would  have  available  under  arms 
limitation  treaties.  If  it  later  turned 
out  4,600  holes  weren't  enough,  we 
could  always  dig  more. 

On  top  of  that  came  the  idea  of 
making    the    missiles  visible' — at 
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times — to  prove  to  the  Russians  that 
we  had  just  200  missiles  and  not 
4,600,  thus  satisfying  arms  limitation 
considerations. 

Cost  estimates  were  always  vague. 
The  figure  usually  started  at  around 
$35  billion,  but  considering  the  size  of 
the  program  and  the  general  history  of 
military  low-balling,  $100  billion 
might  be  more  like  it.  The  bulk  of  the 
money  wasn't  for  the  missile,  to  be 
assembled  by  Martin  Marietta,  but  for 
the  holes,  the  roads,  the  transporters 
and  the  like. 

The  demise  of  the  4,600-hole  plan 
doesn't  threaten  the  missile  itself;  it 
just  opens  a  new  fight  about  what  to 
do  with  it.  Defense  Secretary  Caspar 
Weinberger  has  shown  some  interest 
in  putting  the  MX  to  sea  in  surface 
ships  or  a  new  fleet  of  small,  coast- 
hugging  submarines.  Whatever  the 
merits  of  these  ideas,  the  Air  Force 
isn't  likely  to  be  enthusiastic  about 
spending  its  budgetary  billions  on  a 
missile  that  will  be  off  to  sea  with  the 
Navy— and  the  Navy  isn't  likely  to  be 
terribly  interested  in  the  scheme 
since  it's  building  $1  billion-plus  sub- 
marines to  carry  its  own  nuclear  war- 
head Trident  missiles. 

There  has  been  some  talk  the  last 
few  weeks  about  the  "Winnebago" 
approach,  a  new  smaller  missile  that 
could  be  lugged  around  the  country- 
side on  small  trucks  to  fool  the  Rus- 
sians. But  starting  fresh  to  create  a 
new  simple-to-launch  missile  isn't  go- 
ing to  be  too  popular. 

The  most  likely  alternative  today 
seems  to  be  a  return  to  an  old  idea: 
modifying  the  new  MX  and  stuffing  it 
down  the  old  Minuteman  silos.  That 
leaves  the  planners  with  the  old  prob- 
lem of  vulnerability  to  future,  im- 
proved Soviet  missiles.  The  answer 
that  seems  to  be  blowing  in  the  wind 
is  to  defend  the  missile  silos  with 
ABMs,  or  antiballistic  missiles,  now 
sometimes  called  BMD  or  Ballistic 
Missile  Defense. 

That  will  reopen  the  old  battle  po- 
litically— the  U.S.  and  the  Soviet 
Union  agreed  generally  to  renounce 
the  ABM — and  scientifically,  because 
it  isn't  all  that  certain  that  an  effec- 
tive shield  can  be  built. 

What  it  all  boils  down  to  is  this: 
Killing  the  proposed  missile  basing 
system  isn't  necessarily  going  to  save 
much  money.  We're  probably  going  to 
begin  development  of  a  costly  antibal- 
listic missile — rockets  to  defend  the 
rockets.  So,  there  will  be  plenty  of 
work  for  the  defense  and  electronic 
people.  About  the  biggest  loser  will  be 
the  cement  industry.  The  originally 
proposed  system  would  have  required 
millions  of  tons  of  cement.  ■ 


Lewis  Lehrman  is  asking  politicians  to 
make  the  supreme  sacrifice:  Give  up  con- 
trol of  the  printing  presses. 


Return  of  the 
golden  rule? 


By  Thomas  O'Doiinell 


I'm  a  businessman,  not  an  intel- 
lectual," insists  Lewis  Lehrman, 
leaning  against  a  wall  in  his  spa- 
cious, sunswept  office  25  floors  above 
mid-Manhattan. 

Lehrman  makes  that  distinction 
even  though  he  has  made  heavy 
waves  in  practical  economics,  follow- 
ing his  highly  successful  business  ca- 
reer. He  advocates  the  theories  of  Jac- 
ques Rueff,  former  French  finance 
minister  whose  career  Lehrman,  one- 
time president  of  Rite  Aid  drugstores, 
has  closely  studied.  Lehrman  has  even 
set  up  a  think  tank  to  examine  arcane 
issues  of  international  finance  and 
preaches  a  pro-gold  economic  religion 
with  a  zeal  that  would  impress  Jerry 
Falwell. 

Lehrman  wants  the  world  to  return 
to  a  gold  standard,  where  money 
would  be  convertible  into  gold  at  a 
fixed  rate.  Until  recently,  such  efforts 
would  have  marked  him  as  a  minor 
eccentric,  but  things  have  changed. 
He  has  moved  the  editorial  page  of  the 
Wall  Street  Journal  toward  his  cause. 
And  writes  Barton  Biggs,  a  Morgan 
Stanley  economist:  The  return  of  the 
gold  standard  "could  be  the  economic 
and  political  issue  of  the  1980s." 

Already,  Congress  is  dealing  with 
two  gold-standard  bills  based  largely 
on  Lehrman's  thinking.  One,  spon- 
sored by  Senator  Jesse  Helms 
(R-N.C),  calls  for  keeping  gold  re- 
serves of  about  50%  of  the  monetary 
base.  Another,  by  Representative  Ron 
Paul  (R-Tex.),  would  be  even  tougher, 
requiring  convertibility  of  100%  of 
the  money  supply. 

Lehrman  has  considerable  clout 
with  the  Reagan  Administration.  Al- 
though only  42,  he  has  been  a  mentor 


for  David  Stockman  (who  telephones 
occasionally  for  advice)  and  has  influ- 
enced other  high  Administration  sup- 
ply-siders  as  well.  Lehrman's  paper 
outlining  the  nation's  economic  prob- 
lems was  the  basis  of  the  famous 
Kemp-Stockman  memo  that  warned 
of  an  "economic  Dunkirk." 

The  superconfident  and  reed-slim 
Lehrman,  a  sometime  jogger  who  ran 
a  marathon  two  years  ago  on  a  dare 
from  his  son,  was  even  considered  for 
several  high  government  posts.  Repre- 
sentative [ack  Kemp,  in  fact,  plumped 
for  him  to  become  Secretary  of  the 
Treasury.  But  Lehrman  lost  out  large- 
ly because  of  his  unwillingness  to 
compromise.  "I  would  actually  have 
done  the  things  the  Administration 
says  it  wants  to  do.  I  also  told  them  I 
didn't  want  a  job.  I  wanted  to  imple- 
ment Reagan's  policy." 

Lehrman's  objective  is  an  overhaul 
of  the  U.S.  financial  system  similar  to 
the  one  engineered  in  France  in  1959 
by  Rueff,  whom  Lehrman  calls  the 
"outstanding  philosopher/economist 
of  the  20th  century."  Rueff's  econom- 
ic program  consisted  of  convertibility, 
deregulation  and  a  balanced  budget. 
According  to  Lehrman,  that  assured 
the  success  of  de  Gaulle's  Fifth  Repub- 
lic, which  had  previously  been  almost 
an  economic  basket  case. 

Lehrman  feels  the  same  thing  could 
happen  here  and  his  reasoning  is  sim- 
ple: Without  something  solid  to  back 
them  up,  the  ever-increasing  pile  of 
dollars  cranked  out  by  the  Federal  Re- 
serve's printing  presses  are  destined 
to  lose  value.  Monetarists,  of  course, 
believe  that  a  gradual,  controlled  ex- 
pansion of  the  money  supply  is  essen- 
tial to  a  stable  economy,  while 
Keyncsians  think  fiscal  policies  are 
more  effective.  Both  sides  depend 
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wis  Lehrman  at  Lehrman  Corp.  's  mid-Manhattan  office 
difficult  task:  forcing  people  to  think. 


pon  human  decision-making  for  im- 
lementation.  Lehrman  prefers  the 
npartial  discipline  of  a  gold  stan- 
ard — which  he  sees  as  the  only  way 
)  stop  inflation. 

Lehrman,  who  grew  up  in  Harris- 
urg,  Penna.,  came  by  these  once-ar- 
laic  views  while  studying  history 
ad  government  at  Yale.  He  graduated 
1  1960  and  then  picked  up  a  master's 
sgree  from  Harvard  on  a  Woodrow 
/ilson  fellowship.  Soon,  however,  he 
scame  unhappy  away  from  the  real 
orld  and  returned  home  to  run  the 
mily's  wholesale  grocery  firm.  Be- 
mse  of  supermarket  competition, 
ehrman  and  Chairman  Alex  Grass 
;cided  to  add  discount  drugstores, 
esult:  Rite  Aid,  a  national  chain 
ith  $944  million  annual  sales.  Grass 
ow  runs  the  business,  and  the  fam- 
y's  stock  is  worth  $92  million. 

That  success  allowed  Lehrman  to 
love  his  wife  and  five  children  to 
few  York  City  where  he  has  lived 
nee  1973.  "I  was  able  to  return  to 
ly  first  love,  the  history  of  ideas."  He 
as  also  able  to  realize  a  youthful 
ream:  establishment  of  the  Lehrman 
istitute  located  in  a  townhouse  on 
lanhattan's  Upper  East  Side.  Lehr- 
lan  divides  his  time  between  the  in- 
:itute  and  Lehrman  Corp.,  the  fam- 
y's  money  management  firm. 

Founded  with  $3  million,  the  insti- 
ite  brings  scholars  together  with 
usinessmen,  politicians  and  journal- 
its.  The  objective  is  to  break  down 
le  barriers  between  academe  and  the 
utside  world.  Although  a  neutral  fo- 
lm,  the  institute  has  become  a 
^awning  ground  for  free-market  the- 
ry,  supply-side  economics  and  gold- 
;andard  crusading. 


How  can  gold  end  inflation?  An- 
swers Lehrman,  who  hasn't  a  doubt 
about  the  validity  of  his  views,  "If  the 
Fed  prints  too  many  dollars,  they  can 
be  traded  for  gold  at  a  fixed  rate.  The 
Fed  couldn't  allow  its  gold  reserves  to 
be  depleted.  So  control  of  money 
would  pass  from  economists  and  poli- 
ticians to  the  marketplace." 

That,  of  course,  sounds  terrific,  but 
is  it  politically  possible?  After  all,  nei- 
ther gold  standard  bill  is  likely  to  pass 
this  year.  Moreover,  the  Reagan  Ad- 
ministration has  become  dominated 
by  monetarists  who  think  the  econo- 
my can  be  managed  by  prudent  men 
making  prudent  decisions — some- 
thing Lehrman  contends  has  rarely 
happened  anywhere. 

At  the  moment,  the  key  battle  is 
being  waged  around  the  staffing  of  the 
gold  commission.  That's  the  body,  set 
up  by  an  amendment  that  Helms  and 
Paul  tacked  on  to  a  law  last  fall.  It  will 
probably  have  17  members  and  is 
scheduled  to  complete  a  report  by  Oc- 
tober. If  the  "right"  individuals  are 
chosen  and  a  favorable  report  results, 
the  gold  standard  would  then  take  a 
giant  step  forward,  say  the  hard  mon- 
ey optimists. 

When  it  is  to  his  advantage,  Lehr- 
man can  marshal  powerful  historic  ar- 
guments for  his  case.  In  the  19th  cen- 
tury, for  example,  there  were  few 
holders  of  the  metal;  currencies 
pegged  to  it  generally  were  as  good  as 
gold.  Professor  Roy  Jastram  of  Berke- 
ley's business  school  found  that  the 
U.S.  wholesale  price  index  in  the 
1930s  stood  where  it  was  in  1800.  But 
then  the  U.S.  left  the  gold  standard 
and  since  then  the  index  has  soared 
by  over  600% . 


Unfortunately,  those  numbers  ig- 
nore the  most  serious  flaw  in  a  gold 
standard:  the  sharp  price  swings  it 
can  cause.  Lehrman's  critics  point  out 
that  the  standard  did  not  prevent  in- 
flation, but  rather  counterbalanced  it 
with  deflation.  There  were,  by  one 
count,  eight  "panics"  in  the  1800s  in 
the  U.S.  alone.  At  the  end  of  130 
years,  you  were  right  back  where  you 
started  from  but  you  had  suffered 
through  severe  financial  crises  in  be- 
tween, says  one  monetarist. 

Lehrman,  however,  contends  a  new 
gold  standard  would  be  relatively  free 
from  such  swings.  And  in  any  case, 
"such  cycles  are  no  longer  our  major 
problem.  Inflation  is." 

Another  objection  to  the  gold  stan- 
dard: The  Soviet  Union  and  South 
Africa  are  the  leading  producers  of 
gold.  Why  adopt  a  policy  that  might 
help  these  two  states?  Lehrman  has 
heard  this  argument  many  times  be- 
fore and  gets  angry:  "This  business 
about  Russia  and  South  Africa  is  a 
canard,"  he  says,  running  a  hand 
through  his  prematurely  white  hair. 
"And  a  foolish  one." 

Lehrman  argues  that  gold  produc- 
tion in  any  year  is  only  a  fraction  of 
the  amount  in  existence.  Thus,  if 
these  two  nations  dump  or  withhold 
the  metal,  the  impact  on  the  rest  of 
the  world  would  be  negligible. 

Despite  Lehrman's  crusading,  the 
gold  standard  remains  a  fringe  move- 
ment. "Any  attempt  to  return  to  [it] 
would  be  very  dislocating  to  the  econ- 
omy," contends  Edwin  Meese,  one  of 
Reagan's  top  advisers.  Adds  Edward 
Bernstein,  a  respected  economist  and 
former  high  Treasury  official,  "It  sim- 
ply doesn't  make  sense  in  today's 
world."  He  contends  the  very  condi- 
tions that  would  make  adoption  of 
such  a  move  possible — budgetary  dis- 
cipline, tight  monetary  policies  and 
higher  productivity — would  them- 
selves solve  the  many  problems. 

What  has  thwarted  the  gold  stan- 
dard movement,  however,  is  the  sim- 
ple fact  that  it  asks  the  world's  politi- 
cians to  give  up  the  power  to  inter- 
vene in  the  economy.  Without  this 
power  how  can  they  buy  votes? 

Such  criticisms  don't  deter  Lehr- 
man. "A  return  to  the  gold  standard  is 
inevitable,"  he  concludes.  "Either  it 
will  come  through  legislation  or  it  will 
be  brought  about  by  catastrophe,  spe- 
cifically runaway  inflation."  Should 
that  happen,  Lehrman  may  well  be- 
come the  nation's  economic  savant, 
much  like  Rueff  in  de  Gaulle's  France. 
But  even  if  conventional  policy- 
makers continue  to  rule,  Lehrman  is 
performing  a  difficult  and  useful  task: 
He's  forcing  people  to  think.  ■ 
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The  collapse  of  the  franc  doesn't  mean  the 
French  think  that  the  Socialist  election  vic- 
tory is  the  end  of  the  world.  They  are  simply 
behaving  like  Frenchmen. 


Napoleons 
in  the  garden 


By  Richard  Ptaalon 


JAccording  to  a  public  opinion 
AMpoll,  the  French  think  of  them- 
A  Aselves  as  being,  above  all  else, 
intelligent.  All  nations — as  the  same 
poll,  carried  further  on  an  interna- 
tional scale,  indicates — also  consider 
themselves  to  be  intelligent,  but 
France  was  the  country  which  placed 
intelligence  highest,  as  the  virtue  ad- 
mired most.  -Theodore  Zeldin 
France  1845-1945 
Ambition  &  Love 

The  French  may  admire  intelligence 
above  all,  but  dehrouillardise — a  pecu- 
liarly Gallic  brand  of  street  smarts — 
has  always  run  a  close  second,  and 
never  more  so  than  now,  in  the  rout 
that  has  followed  the  election  of  So- 
cialist leader  Franqois  Mitterrand  as 
president.  The  franc  has  been  pushed 
to  the  lowest  level  in  a  dozen  years 
and  the  stock  market  savaged  by  the 
worst  selloff  since  1936— 
the  start  of  the  Popular 
Front  and  the  last  time 
France  was  governed 
from  the  left.  How 
is  a  man  of  prop- 
erty to  cope? 

"You  boom  on 
dollars,"  says 
Pierre  Feucht- 
wanger,  man- 
ager of  Bache 
Halsey  Stuart 
Shields'  Paris  op- 
erations at  Rue  St. 
Honore'.  "You  cover 
yourself."  Even  be- 
fore the  election  the 
American  subsidiaries  of 
some  French  companies  be 
gan  to  protect  themselves  by  prepaying 
loans  here  while  the  franc  was  still  at  a 
reasonably  good  level. 


The  U.S.  has  its  own  anxiety  index, 
of  course,  but  there  is  nothing  in  the 
latter-day  American  experience  that 
begins  to  compare  with  the  manic 
quality  of  the  flight  from  the  franc.  It's 
nothing  new  to  the  French,  though, 
and  that's  why  so  many  well-to-do 
Frenchmen  have  traditionally  cached 
a  major  share  of  their  assets  in  Swiss 
accounts,  well  beyond  the  reach  of 
currency  exchange  controls  that  limit 
transfers  of  more  than  5,000  francs 
out  of  France  without  permission. 

Pushed  by  fears  that  Mitterrand's 


Double  whammy 


The  plunging  value  of  the  franc 
and  the  soaring  price  of  gold 
after  the  May  10  election  shows 
the  immediate  French  reaction 
to  the  first  left-of-center  govern- 
ment since  before  World  War  II. 


Sources:  Bank  of  England. 

Morgan  Guaranty  Trust  Co.  of  New  York 


accession  means  inflation  and  a  resur- 
gence of  Communist  influence,  pulled 
by  record  interest  rates  in  New  York, 
francs  have  been  pouring  into  U.S. 
Treasury  bills,  government  bonds  and 
stocks.  "The  French  are  buying  enor- 
mous amounts  of  American  stocks," 
says  Pierre  Feuchtwanger. 

Flight  capital  that  doesn't  slip 
through  the  more  sophisticated  con- 
duits of  Swiss  accounts  typically 
moves  over  the  French  border  in 
knapsacks  or  in  the  trunks  of  autos. 
"Wherever  you  have  export  controls, 
you  have  a  million  ways  to  get  the 
money  out,"  says  Peter  Treves  of 
Treves  &.  Co.  "Some  of  that  money 
has  been  in  Switzerland  more  than  50 
years.  It's  part  of  the  overseas  patri- 
mony of  France."  French  editors  have 
been  giving  a  lot  of  space  to  the  news 
that  customs  agents  are  on  special 
alert  to  watch  for  illegal  currency  ex- 
ports, but  much  of  the  emphasis 
seemed  somehow  to  fall  on  how  thin- 
ly manned  the  border  crossings  are. 
"Something  serious  happens,"  shrugs 
David  Bodenberg,  a  Merrill  Lynch 
vice  president  who  specializes  in  the 
arcana  of  European  markets,  "and  [the 
French)  turn  it  into  a  farce  like  Mon- 
sieur Hulot's  Holiday." 

It  is  in  many  ways  a  familiar  scenar- 
io. Mitterrand  got  a  plurality  of  the 
French  vote,  but  that  doesn't  mean 
he's  got  a  majority  of  French  pocket- 
books  behind  him.  "The  average 
Frenchman  is  a  conservative  to  his 
toes,"  says  Guy  P.  Wyser-Pratte,  a 
Bache  executive  vice  president  and 
arbitrageur  who  was  born  in  France. 
"He  wants  to  put  some  money  where 
Mitterrand  can't  get  at  it." 

One  sign  of  the  frenzy  to  do  just 
that  showed  in  the  gold-trading  room 
of  the  Bourse,  where  prices  for  the 
yellow  metal  soared  while 
trading  in  dozens  of  major 
companies  that  at  times 
had  to  be  shut  down 
completely  for  want 
of  buy  orders. 
France's  huge 
hoard  of  private 
gold,  an  estimat- 
ed minimum  of 
3,500  metric 
tons,  worth  about 
$64  billion,  is  one 
of  the  most  visible 
signs  of  the  ambiva- 
lence with  which 
Frenchmen  have  tradi- 
tionally viewed  their 
own  currency.  The  caution 
runs  so  deep  that  the  French 
don't  bat  an  eye  at  the  surcharge  of 
often  more  than  $20  an  ounce  over 
London  prices  (it  jumped  to  over  $50 


34 


FORBES,  JUNE  8,  1981 


ust  after  the  French  election). 

For  those  who  cannot  afford  big 
:icket  bars  and  ingots,  there  is  the 
lapoleon,  the  20-franc  piece  France 
stopped  minting  in  1915.  The  coin  is 
ibout  the  size  of  a  nickel — easy  to 
:arry,  easy  to  hide.  It  contains  a  little 
ess  than  a  quarter-ounce  of  gold,  and 
jreelection  could  be  bought  for  about 
500  francs.  Postelection,  the  napoleon 
>hot  to  950  francs.  Some  of  the  gain, 
.ays  Ann  Marie  Tsimortos,  a  vice 
resident  at  Manfra,  Tordella  & 
irookes,  Inc.,  a  major  currency  and 
:oin  trading  firm,  came  from  the  dou- 
)le  whammy  of  the  drop  in  the  franc 
tnd  the  rise  in  gold.  Most  of  the  lift, 
hough,  reflected  heavy  demand.  "In 
imes  of  uncertainty,"  says  Mrs.  Tsi- 
nortos,  who  is  French  herself,  "the 
:rench  buy  napoleons  and  bury  them 
n  the  garden." 

The  rapidity  of  the  French  response 
rnder  pressure  is  the  heritage  of  bitter 
experience.  "Changes  in  the  political 
economy  have  always  brought  tre- 
nendous  fluctuations  in  the  value  of 
he  currency,"  says  Tsimortos. 
'Those  who  lived  through  World  War 
I  know  that  many  managed  to  escape 
mly  because  they  had  gold  to  trade. 

Ironically,  the  worst  prepared  for 
he  break  in  the  franc  may  have  been 
he  small  investors  enticed  into 
tocks  by  the  tax  credits  the  Giscar- 
lians  hoped  would  stimulate  more  en- 
husiasm  for  equitiesfw  Forbes,  Dec. 
%  1978).  Much  of  the  stock  flung  at 
he  market  in  the  first  days  of  the 
>anic  appears  to  have  come  from 
hese  novices.  Many  of  them  have 
>een  so  badly  burned  that  they  are  not 
ikely  to  rush  back  into  stocks  even  if 
Mitterrand  fails  to  get  a  parliamentary 
najority  behind  his  generally  infla- 
ionary  110  Propositions  Pour  La 
ranee.  "These  things  are  greatly  ex- 
iggerated,"  says  Pierre  Feuchtwanger, 
'but  people  are  frightened." 

Zero-sum  games  can  be  frightening, 
hit  true  chauvinists  here  (another  one 
if  those  French  words)  will  find  it 
lard  not  to  cheer  for  some  of  the 
ibvious  winners — expatriates  like 
Gorman  Jacobs,  who,  for  a  change,  are 
licely  in  pocket,  thanks  to  what 
imounts  to  a  de  facto  devaluation, 
acobs  moved  from  New  York  to  Paris 
our  years  ago,  after  retiring  as  editor 
if  the  Foreign  Policy  Association.  For 
nost  of  that  time,  his  retirement 
lenefits  got  stretched  thinner  as  the 
ranc  rose  and  the  dollar  sank.  Now 
he  rent  Jacobs  pays  on  his  apartment 
lot  far  from  the  Arc  de  Triomphe  has 
Iropped  by  the  dollar  equivalent  of 
15% .  "A  lot  of  the  French  are  scared 
mrple,"  says  Jacobs,  "but  right  now,  I 
xmldn't  be  more  pleased."  ■ 


Following  in  the  tradition  of  Harold  Ge- 
neen  and  Harry  Gray,  Ed  Hennessy  is 
conglomerating  the  old  Allied  Chemical.  If 
he  seems  in  a  hurry,  there's  good  reason. 


No  time  to  waste 


By  Thomas  Jaffe 


mil- 


REMEMBER  SLEEPY  OLD  Al- 
lied Chemical  Corp.? 
Well,  it  has  dropped  the 
"Chemical"  and  you  can't  say  it 
is  sleepy  anymore.  Quite  the  op- 
posite. Edward  Hennessy  Jr., 
chairman  since  1979,  is  trans- 
forming Allied  at  a  pace  that 
must  surprise  even  his  onetime 
bosses,  Harold  Geneen  and  Harry 
Gray.  Old-timers  would  scarcely 
recognize  the  $6.5  billion  outfit. 

Just  last  month  Hennessy,  53, 
announced  the  $358  million  ac- 
quisition of  Bunker  Ramo 
Corp.,  a  $468  million  (sales) 
leader  in  electrical  and  electron- 
ic connectors.  The  same  week 
that  deal  was  announced,  $621 
lion  (sales)  M.  Lowenstein  Corp.,  a 
textiles  and  glass  fiber  producer,  re- 
ported that  acquisition  talks  with  Al- 
lied had  broken  off.  The  price  tag 
there  would  have  been  an  estimated 
$163  million.  All  this  followed  the 
1979  acquisition  for  $592  million  in 
cash  of  Eltra  Corp. — then  a  $1  billion 
(sales)  manufacturer  of  batteries  and 
phototypesetting  systems — and  a  cou- 
ple of  abortive  moves  last  year,  includ- 
ing a  $740  million  bid  for  Esmark's 
U.S.  oil  and  gas  outfit,  which  fell  a 
mere  $100,000  short  (although  Allied 
probably  would  have  needed  partners 
after  the  deal  went  through),  and  an 
unsuccessful  pass  at  Houston  Oil  & 
Minerals.  HOM  eventually  went  to 
Tenneco  for  $500  million  after  75%  of 
its  producing  acreage's  profits  were 
spun  off  to  HOM's  shareholders. 

But  listen  to  Hennessy:  "I'm  impa- 
tient we're  not  moving  faster."  Recent- 
ly, Hennessy  lined  up  from  a  27-bank 
syndicate  an  eight-year,  $2  billion  cred- 
it line  earmarked  for  future  conquests. 
It's  easy  to  understand  why  Hen- 


Edward  Hennessy  Jr.  of  Allied  Corp. 
A  fast  stiletto  and  a  fat  purse. 


nessy  is  running  so  hard  after  acquisi- 
tions. For  the  better  part  of  two  de- 
cades Allied,  with  its  catalog  of  low- 
margin  commodity  products,  had  been 
the  sick  man  of  the  chemical  industry. 
The  company  had  been  supported 
from  the  mid-Seventies  by  profits 
from  predecessor  John  T.  Connor's 
shrewd  move  into  North  Sea  oil  and 
Indonesian  natural  gas.  But  the  gains 
in  oil  were  offset  substantially  by  badly 
faltering  coal  and  coke  operations  and 
a  Louisiana  gas  pipeline  stuck  with 
cheap  contracts  to  fulfill.  Between 
1974  and  1978  these  operations  ran  up 
over  $500  million  in  losses,  dragging 
Alhed's  return  on  equity  from  1 7%  to 
just  10% .  Meanwhile  chemicals,  fibers 
and  plastics — roughly  half  of  the  com- 
pany's $3.2  billion  assets  in  1978 — 
generated  a  disappointing  9.4%  oper- 
ating return. 

"I'd  never  been  in  a  position  before 
where  I  had  to  go  into  a  company  and 
use  the  stiletto  to  tear  things  back," 
says  Hennessy.  Getting  the  knife  al- 
most immediately  were  coal  and 
coke,  that  gas  pipeline  and  marginal 
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chemical  units,  for  a  total  $146  mil- 
lion in  writeoffs  in  1979.  Also  axed 
were  870  employees  in  middle  man- 
agement. Along  the  way  Hennessy 
managed  to  float  a  $21 7  million  equi- 
ty offering  as  well  as  pare  away  some 
$200  million  in  short-term  debt. 

But  the  faster  he  ran,  the  more  Al- 
lied's  troubles  seemed  to  gain  on  him. 
Thanks  to  OPEC,  Allied  made  fat  oil 
and  gas  profits  in  1980.  But  the  Eltra 
acquisition  stumbled  badly,  and  oil 
and  gas  ended  the  year  at  81%  of 
Allied's  total  profits.  Although  chemi- 
cal earnings  were  up  62%  in  1980, 
they  were  still  threadbare.  The  plain 
fact  is,  too  much  of  Allied's  business 
remains  commodity-related. 

Allied  needs  not  only  new  end-prod- 
uct applications  for  things  like  high- 
density  polyethylene  and  other  engi- 
neered plastics,  but  also  new  manu- 
facturing processes  to  lower  costs. 
While  Hennessy  has  more  than  dou- 
bled the  corporate  research  and  devel- 
opment budget  since  1979,  at  $145 
million  it  still  will  amount  to  no  bet- 
ter than  3%  of  estimated  ndn-oil-and- 
gas  sales  this  year — merely  average  by 
industry  standards.  Considering  the 
ambitious  target  he  has  set  for  1985,  it 
is  questionable  whether  that  will  be 
an  adequate  effort.  "My  overall  goal 
by  1985,"  says  Hennessy,  "is  to  main- 
tain the  level  of  oil  and  gas  profits,  but 
reduce  our  dependency  on  that  busi- 
ness. If  it  works  out,  oil  and  gas  will  be 
50%  or  less  of  the  company's  total 
operating  income." 

One  problem  is  that  Allied's  tax 
rate  last  year  was  a  punishing  69% .  "If 
we  had  domestic  income  to  counter- 
balance the  North  Sea  oil,"  says  Hen- 
nessy, "our  taxes  would  be  consider- 
ably lower,  and  there's  a  heck  of  an 
earnings  gain  just  built  into  that  re- 
duction." The  sooner  this  happens 
the  sooner  Allied  also  will  be  able  to 
crack  into  over  $100  million  in  in- 
vestment tax  credits  and  around  $200 
million  more  in  deferred  deductions  it 
has  piled  up  in  the  U.S. 

So  Hennessy  has  been  shifting  Al- 
lied's oil  and  gas  exploration  back  to 
the  search  for  U.S.  reserves.  Over  the 
next  five  years  the  company  will 
spend  ^$2.5  billion  on  exploration,  as 
much  as  40%  of  it  here.  Had  the  deal 
for  either  the  Esmark  unit  or  Houston 
Oil  &  Minerals  gone  through,  Allied 
might  have  cut  short  at  least  part  of 
chis  process.  That's  why  Hennessy  in- 
tends to  keep  right  on  looking  for 
companies  with  U.S.  oil  reserves. 

You  also  can  bet  that  if  any  chemi- 
cals, plastics  or  fibers  operations  don't 
look  like  they're  achieving  the  desired 
level  of  profitability,  Hennessy  won't 
be  averse  to  using  his  knife  on  them 


and  then  reinvesting  the  proceeds  in 
acquisitions. 

Hennessy  clearly  thinks  he  can 
keep  dilution  to  a  minimum  from 
such  acquisitions.  "Say  there  was  a 
company  that  had  $1  billion  in  sales. 
Half  of  it  was  in  .the  specialty  plastics 
area  that  we  really  wanted.  As  for  the 
rest,  suppose  there  was  a  fast-food 
chain,  maybe  movie  houses,  even  a 
baseball  team  or  something.  We'd 
make  the  acquisition  with  the  full  re- 
alization we  were  going  to  dispose  of 
those  other  properties."  Allied's  plan 
to  acquire  M.  Lowenstein's  glass  fiber 
business  fell  through  because  it 
couldn't  close  a  deal  with  a  buyer  for 
the  company's  moneylosing  apparel 
fabrics  operation. 

There  are  no  other  pending  acquisi- 
tions at  the  moment,  he  says.  But  there 
is  a  fair  amount  of  potential  divestiture. 
A  Kentucky  coke  facility  that  has  run 
up  over  $40  million  in  operating  losses 
since  1979  is  still  up  for  sale  although, 


with  no  more  contracts  to  fill,  Hen- 
nessy expects  it  to  be  near  breakeven  by 
year's  end.  Then  Allied  has  a  $105  mil- 
lion investment  tied  up  in  a  South 
Carolina  nuclear  fuel  reprocessing 
plant.  If  the  government  doesn't  come 
through  with  $14  million  to  fund  its 
operation  through  the  end  of  fiscal 
1981,  Hennessy  will  write  it  off  in  the 
third  quarter.  "I'm  not  putting,  in  an- 
other dime  of  our  money,"  he  assures. 
In  fact,  he'll  time  the  writeoff  to  coin- 
cide with  the  $300  million  or  more  in 
extraordinary  gain  Allied  should  re- 
ceive by  then  from  the  sale  of  its  Cana- 
dian oil  and  gas  business. 

Hennessy  is  only  too  aware  that  the 
banks  were  willing  to  loan  Allied  its 
$2  billion  acquisitions  kitty  on  the 
strength  of  its  present  oil  and  gas  cash 
flow.  He  also  knows  that  the  earnings 
stream  won't  last  forever.  Hence  the 
frenetic  acquisition  hunt.  Hennessy  is 
running  fast  because  he's  running 
against  time.  ■ 


Hunt?  Getty?  To  the  annals  of  oil  wealth 
now  admit  a  soft-spoken  publicity-shy  his- 
tory buff  from  Denver 

Remember 
the  name: 
Anschutz 


By  Tom  Mack 


I^htxjp  Anschutz,  owner  of 
^Denver's  Anschutz  Corp.,  is 
slight  and  soft-spoken,  lacking  the 
volcanic  presence  of  a  Marvin  Davis 
or  the  hard-driven  edge  of  a  Nelson 
Bunker  Hunt.  Anschutz,  42,  is  a  more 
intensely  private  individual  than  ei- 
ther of  those  well-known  rich  men. 
He  may  also  be  wealthier. 

To  begin  with,  his  Anschutz  Corp. 
is  an  agglomeration  of  oil  and  gas 
properties,  millions  of  acres  of  explo- 
ration leases  in  15  countries,  over 
160,000  acres  of  ranchland,  prime 
Colorado  real  estate,  a  metals  trading 
company,  coal  mines,  uranium  re- 
serves and  other  interests.  In  total, 
the  value  of  those  assets  can  be  count- 
ed in  the  $100  millions. 


But  late  last  year,  when  the  extent 
of  an  oil  and  gas  field  called  the  An- 
schutz Ranch  East  field  became 
known,  it  developed  that  Anschutz  is 
a  billionaire. 

Anschutz  East  is  the  kind  of  field 
that  gives  oilmen  goose  pimples.  The 
Amoco  Production  division  of  Stan- 
dard Oil  of  Indiana,  which  discovered 
the  field,  will  only  speculate  that  it 
has  reserves  of  800  million  to  1.2  bil- 
lion- barrels  of  oil  and  natural  gas 
equivalent.  But  Tom  Petrie,  the  Den- 
ver-based oil  analyst  of  First  Boston 
Corp.,  believes  Anschutz  East  to  be 
the  biggest  find  in  the  lower  48  states 
since  the  1.3  billion-barrel  Kelly-Sny- 
der  field  was  discovered  in  west  Texas 
in  1948.  He  calculates  the  reserves  at 
3.4  trillion  cubic  feet  of  natural  gas, 
420  million  barrels  of  gas  liquids  and 
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840  million  barrels  of  crude  oil — 
worth  $14  billion  at  discounted  pres- 
ent value.  And  Philip  Anschutz  owns 
upward  of  15%  of  it. 

Right  now,  Anschutz  Corp.  and  the 
oil  companies  are  trying  to  agree  on 
how  to  diwy  up  that  gusher.  Amoco 
will  have  around  60%,  Union  Pacific's 
Champlin  subsidiary  and  Anschutz 
Corp.  will  each  have  15%  to  20%  and 
Mesa  Petroleum,  Tom  Brown  Inc.  and 
privately  held  BWAB  Inc.  will  split 
the  rest.  Ordinarily  the  companies 
would  wait  until  each  had  drilled  up 
its  acreage  to  establish  the  extent  and 
ownership  of  the  field.  But  Anschutz 
East's  geology  is  tricky  enough  that  a 
coordinated  plan  of  development — 
rather  than  each  company  drilling 
willy-nilly — is  needed  to  ensure  that 
every  recoverable  drop  of  hydrocar- 


partner.  "He  was  one  of  those  men 
who  shoot  craps  and  win." 

By  1950  he  was  looking  farther 
west.  "Denver  looked  bigger,  more  lu- 
crative," says  the  partner,  "and  Fred 
Anschutz  has  never  backed  away 
from  anything  big."  Soon  Anschutz 
ranches  dotted  Colorado,  Utah  and 
Wyoming — now  the  heart  of  the  hy- 
drocarbon-packed Overthrust  Belt. 

Within  a  few  years  of  his  getting  a 
B.S.  in  business  from  the  University 
of  Kansas  in  1961,  Philip  bought  the 
business  from  his  father,  who  is  now 
in  his  70s.  Today  Philip  leases  grazing 
lands  rather  than  ranching  himself.  In 
1978  he  sold  the  last  eight  of  his  com- 
pany's drilling  rigs  for  $18.5  million. 

But  Philip  Anschutz,  a  history  buff 
and  owner  of  one  of  the  finest  collec- 
tions of  Western  art  in  the  U.S.,  inher- 


I 


rhe  Anschutz  Ranch  East  field  on  the  Utah-Wyoming  border 
Znough  oil  and  gas  to  create  a  quiet  fortune. 


>ons  is  extracted.  Agreement  on  own- 
ership isn't  easy,  though,  when  one- 
lalf  of  1%  of  the  field  is  worth  $70 
Trillion.  Negotiations  could  last  the 
rest  of  the  year. 

In  Philip  Anschutz,  for  all  his  quiet 
speech  and  mild  manners,  the  oil 
:ompanies  will  find  themselves  up 
igainst  a  shrewd,  tough  negotiator.  It 
runs  in  the  family. 

Philip  Anschutz'  grandfather  was 
:he  owner  of  a  bank  in  Russell,  Kans. 
His  son  Fred,  Philip's  father,  was  an 
extremely  ambitious  man.  He  began 
is  a  rancher,  but  noticed  that  his 
:riends  in  the  oil  and  gas  business 
were  doing  very  well.  In  the  1930s  he 
:ormed  his  own  contract  drilling  com- 
pany and  parlayed  it  into  oil  and  gas 
interests  all  over  the  Midwest.  "He 
nad  the  magic  touch,"  recalls  a  former 


ited  his  father's  instincts  for  trading. 
The  Southern  Overthrust  Belt,  where 
Anschutz  owns  leases  on  2.8  million 
acres,  is  a  case  in  point.  In  1977  a 
Phillips  Petroleum  geologist  got  a 
hunch  that  the  southern  reaches  of 
the  Overthrust  formation  might  yield 
oil  and  gas,  as  did  its  northern  section. 
Phillips  wasn't  interested,  but  An- 
schutz was.  He  hired  the  oil  com- 
pany's geologist  and  quietly  bought 
leases  on  8  million  acres,  mostly  in 
Arizona.  Since  it  was  land  no  one  else 
wanted,  he  paid  only  $1  an  acre.  Then 
he  began  seismic  testing  and  drilling  a 
wildcat  well. 

Chicago's  Peoples  Energy  Corp. 
heard  about  it  and  bought  a  half  inter- 
est. Then,  last  September,  Phillips 
changed  its  mind  and  paid  Peoples 
and  Anschutz  $25  million  for  a  third 


of  the  property,  with  a  promise  to 
spend  $35  million  more  to  explore  it. 
That  first  well  has  turned  out  dry,  but 
Anschutz  has  already  recouped  every 
dollar  he  spent  on  drilling,  seismic 
testing  and  rentals — and  perhaps  a  lit- 
tle more.  If  he  wished,  he  could  prob- 
ably sell  his  interest  right  now  for  $5 
to  $10  an  acre. 

"That's  the  way  he  operates,"  says 
Joe  Downey,  land  manager  in  Phillips' 
Denver  office.  "Get  in  for  dirt  cheap 
and  promote  parts  at  a  profit.  Then  if 
you  hit  something,  it's  a  real  coup. 
He's  a  really  aggressive  wildcatter." 
He's  good  at  it,  too,  adds  one  who 
should  know.  "We've  done  business 
in  and  out  for  years,"  says  Denver 
oilman  Marvin  Davis.  "He's  a  knowl- 
edgeable oilman  and  he's  a  very  good 
explorationist." 

Anschutz  extends  the  idea  of  lever- 
aging one  key  asset  to  his  real  estate 
dealings.  In  1974  Oxford  Develop- 
ment Corp.  of  Edmonton,  Alta.  want- 
ed to  get  into  Colorado  real  estate.  In 
return  for  a  block  of  downtown  Den- 
ver and  another  in  Colorado  Springs, 
Anschutz  became  a  30%  partner  with 
Oxford.  To  date,  Oxford-Ansco  has 
built  three  office  buildings  and  a  hotel 
in  Denver,  plus  an  office  building  in 
Colorado  Springs,  for  a  total  cost  of 
some  $170  million — and  Anschutz 
has  only  put  up  around  $1  million  in 
cash.  "We  wanted  into  the  market,  so 
we  struck  a  deal,''  sighs  an  Oxford 
man.  "Now  he  gets  30%  of  anything 
we  build  in  Colorado." 

Today  the  buildings  in  place  are 
worth  around  $230  million,  and  An- 
schutz has  reputedly  considered  tak- 
ing his  profits.  "Anything  he's  got 
burns  a  hole  in  his  pocket,"  says  a 
former  employee.  "He  moves  his  as- 
sets around  like  crazy,  constantly  re- 
evaluating them  to  decide  whether  he 
should  sell  them  or  keep  them." 

At  that  rate,  Philip  Anschutz  prob- 
ably would  have  made  himself  a  bil- 
lionaire eventually.  The  Anschutz 
Ranch  East  field  just  accelerated  the 
pace.  Straddling  the  Utah-Wyoming 
border  in  the  Rocky  Mountains,  An- 
schutz East  was  discovered  by  Amoco 
in  1979.  It  looked  like  a  nice  discov- 
ery— bigger  than  the  Anschutz  Ranch 
field,  with  its  potential  500  billion 
cubic  feet  of  gas,  a  couple  of  miles  to 
the  west — but  nothing  to  get  excited 
about.  Then  a  few  more  wells  were 
drilled,  and  Amoco  knew  it  was  on  to 
an  elephant. 

What's  more,  a  duplicate  field  may 
lie  right  next  door,  under  more  An- 
schutz land.  Anschutz  East  lies  to  the 
west  of  a  fault  line,  where  geological 
forces  have  pushed  one  block  of  earth 
up  and  angled  over  another.  Geolo- 
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gists  believe  that  the  stratum  of  rock 
that  forms  Anschutz  East  continues 
to  the  east  of  the  fault,  some  2,300 
feet  further  down.  An  Anschutz  well 
drilling  to  the  east  has  already  found 
hydrocarbons. 

Those  hydrocarbons  won't  be  easy 
to  get  at,  however.  In  oilfield  parlance, 
the  field  is  "retrograde,"  meaning  that 
as  gas  is  pumped  out,  pressure  in  the 
reservoir  drops  quickly,  so  that  gas  no 
longer  flows  to  the  well.  Nitrogen 
probably  will  be  pumped  in  to  keep 
the  pressure  up.  Then  there's  the 
rocky  terrain,  where  snow  can  linger 
until  June,  and  the  fact  that  the  reser- 
voir lies  some  14,000  feet  below  the 
surface — all  of  which  makes  Anschutz 
East  an  expensive  proposition.  It  will 
take  five  years  and  $300  million  or 
more  to  develop. 

No  one,  of  course,  doubts  that  it's 
worth  it.  Anschutz  East  will  eventual- 
ly have  some  60  wells  producing  a 
total  of  60,000  barrels  of  crude  and 
240  million  cubic  feet  of  gas  a  day.  At 
current  prices,  that's  a  total  annual 
cash  flow  of  nearly  $900  million. 

And  so  negotiations  continue  over 
the  precise  shares  of  ownership  of  all 
that  mineral  wealth.  They  are  compli- 
cated by  the  fact  that  Philip  Anschutz 
is  suing  Union  Pacific  over  the  rail- 
road's mineral  rights,  as  are  three  oth- 
er area  landholders.  The  suit  was  filed 
in  1977,  long  before  Anschutz  East 
was  discovered,  but  now  the  adjudica- 
tion has  taken  on  heightened  impor- 
tance, especially  since  Amoco  owns 
its  interest  by  virtue  of  leases  from 
UP.  UP  has  had  claim  to  the  land 
since  the  1860s,  when  the  Congress 
granted  the  railroad  every  other  640- 
acre  section  in  a  40-mile  swath  along 
the  railway  UP  built  to  span  the  West. 
UP  long  ago  sold  surface  rights  to 
most  of  the  land — and  with  them, 
claims  Anschutz,  UP  sold  the  rights 
to  oil  and  gas  underneath. 

The  Federal  District  Court  in  Wyo- 
ming has  ruled  in  three  of  the  suits 
that  UP  still  owns  the  minerals. 
Those  decisions,  two  of  which  are 
now  on  appeal,  could  set  a  precedent 
for  Anschutz'  suit.  He  may  have  only 
a  slim  chance  of  winning  and  getting 
a  larger  piece  of  Anschutz  East,  but  he 
reckons  it's  worth  trying. 

That  is,  he  is  surmised  to  reckon 
that.  Always  a  private  man,  Anschutz 
is  even  more  so  today.  He  refuses  to 
be  interviewed,  fearing  that  reports  of 
his  burgeoning  wealth  might  endan- 
ger his  family.  But  if  Anschutz  East 
lives  up  to  early  estimates  of  its  size, 
Philip  Anschutz  will  find  it  increas- 
ingly difficult  to  keep  out  of  the  public 
eye.  Even  in  an  inflationary  time,  bil- 
lionaires are  a  rarity.  ■ 


There  is  always  more  than  facts  and  fig- 
ures to  a  choice  of  military  weaponry,  as 
the  Marines'  proposed  aircraft  reveals. 


The  flight 
of  the  Harrier 


By  Beth  Brophy 


If  you're  sometimes  mystified  as 
to  just  what  lies  behind  the  deci- 
sions that  make  up  the  U.S.  de- 
fense budget,  the  Marine  Corps'  pro- 
posed new  plane,  the  AV-8B  Harrier, 
may  offer  illumination. 

The  Reagan  Administration's  fiscal 
1982  budget  contains  $800  million  for 
full-scale  development  and  early  pro- 
duction of  the  Harrier,  which  will  be 
built  by  McDonnell  Douglas.  To  date 
$800  million  has  been  spent  on  the 
Harrier  program  and,  if  all  goes  ac- 
cording to  plan,  some  350  Harriers 
will  be  built  by  1990  at  a  total  program 


cost  of  $10  billion,  nearly  $30  million 
per  plane — and  that  is  a  conservative 
estimate. 

The  new  AV-8B  is,  like  an  older 
Harrier  version  now  in  service  with 
the  Marines,  a  single-engine,  sub- 
sonic, light  attack  plane  with  a  unique 
ability:  It  is  able  to  take  off  straight 
up,  no  runway  needed.  But  the  De- 
fense Department  and  the  Navy  never 
really  wanted  it.  The  flight  of  the  new 
Harrier  indicates  that  perhaps  all  the 
'facts,  all  the  studies,  all  the  compari- 
sons about  cost  and  capabilities  may 
be  just  part  of  the  process  of  buying  a 
weapon. 

The  Marines  love  the  Harrier  be- 


The  Marines'  new  Harrier  AV-8B  leaping  into  the  air  from  a  ramp 

"It  never  entered  our  minds  to  keep  the  other  services'  mitts  off.' 
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Before  you  buy  a  computer, 
get  the  proper  input 


If  you're  in  the  market  for  a 
ill  business  computer,  there's 
tething  important  you  should 
p  for  first. 
Good  information. 
And  one  of  the  best  ways  to 
that  information  is  by  consult- 
an  independent  dealer  who 
•ies  Data  General  products. 
You  see,  Data  General  is  the 
7  major  computer  company 
>se  small  business  computers 
sold  by  independent  dealers. 
1  because  they're  specially 
ned  to  inform  business  people 
»  have  never  used  computers 
ire,  they  can  best  advise  you 
he  type  of  system  that's  right 
you.  Whether  it's  a  Data 


General  computer  or  not. 

Besides  consulting  your  in- 
dependent dealer,  you  may  also 
want  to  take  a  look  at  Data 
General's  INSIDER'S  GUIDE 
TO  SMALL  BUSINESS  COM- 
PUTERS. Which  is  probably  the 
most  instructive  and  straightfor- 
ward booklet  you  can  get  on  how 
to  buy  them. 

All  in  all,  if  you're  seriously 
considering  a  small  business 
computer,  consider  talking  to  a 
dealer  who  carries  Data  General 
computers.  (Not  to  mention  our 
INSIDER'S  GUIDE.) 

Because  you  really  can't 
expect  the  right  output  without 
the  proper  input. 


Data  General  Corporation 
General  Distribution  Division 
P.O.  Box  400 
Cathedral  Station 
Boston,  Mass.  02118 
ATTN:  Mr.  Richard  Brown 

□  Send  me  the  Book  and  Cassette 
THE  INSIDER'S  GUIDE  TO 
SMALL  BUSINESS  COMPUTERS. 
I've  enclosed  my  check  for  $6.95,  which 
I  understand  is  completely  refundable  if  I'm 
not  satisfied  in  every  way. 

□  Just  send  me  free  information  on  Data  General 
Computers. 


Name- 
Title— 


_Tel_ 


Company- 
Address  

City  


-State- 


_Zip_ 


L 


IrDataGeneral 
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cause  it  can  be  parked  just 
behind  the  front  line,  and 
on  72  feet  square  of  flat  ter- 
rain shoot  off  in  minutes  at 
the  call  of  a  company  com- 
mander. Bombs  can  be  on 
target  in  five  to  eight  min- 
utes. The  Harrier  can  make 
six  sorties  hi  the  time  an 
ordinary  fighter  would 
make  three,  says  Marine 
Colonel  Hal  Clark,  program 
director  of  the  AV-8B.  In 
battle,  minutes  can  be  deci- 
sive. "If  you  don't  find  and 
hit  the  target  right  now,  the 
chances  of  finding  and  get- 
ting it  are  greatly  diminish- 
ed," says  Colonel  Clark. 

But  despite  Pentagon  and 
Navy  objections  the  pro- 
gram has  been  kept  alive  by 
Congress,  which  has  con- 
tinued to  appropriate  re- 
search and  development 
money.  Why  do  the  Penta- 
gon and  Navy  object  to  such 
a  nice  plane?  Simple, 
they've  got  another  air- 
plane, the  F-18,  that  they 
like  better. 

Pentagon  analysts  point 
out  that  the  F-18,  already  in 
production  by  McDonnell 
Douglas,  carries  twice  the 
payload  of  the  Harrier  in 
bombs  and  rockets  and  that  the  F-18 
is  faster  and  more  competent  against 
attacking  aircraft.  If  it  can't  take  off 
straight  up,  say  the  supporters  of  the 
F-18,  it  can  be  right  offshore  on  a 
carrier  or  parked  at  a  base  some  30 
minutes  away  or  circling  overhead 
able  to  come  right  down  to  support 
the  Marines. 

"I'm  not  convinced  of  the  need  for  a 
one-mission  airplane  for  one  service," 
says  an  anti-Harrier  Pentagon  analyst. 
He  cites  the  high  cost  of  mainte- 
nance. "The  AV-8B  has  certain  sys- 
tems that  could  fail  so  you'd  need  a 
cadre  of  highly  skilled  maintenance 
people  at  each  site.  Plus  you  need  peo- 
ple back  at  the  base  for  heavy  repair  or 
to  tow  the  plane  if  it  goes  down." 

As  for  its  short  takeoff  capabilities, 
he  scoffs:  "I  just  don't  think  a  4,000- 
to-5,000-foot  runway  is  as  far  from 
anywhere  as  the  Marines  say."  Critics 
also  bring  up  safety  complaints 
against  the  old  Harrier— ^39  out  of  1 10 
crashed  during  the  past  ten  years. 

But  cutting  through  all  the  rhetoric, 
the  most  basic  reason  for  opposition 
to  the  new  Harrier  is  one  that  any 
family  with  two  kids  would  readily 
understand:  If  little  brother,  the  Ma- 
rines (technically  part  of  the  Navy), 
got  to  buy  the  Harrier,  then  big  broth- 


The  Navy's 
The  Navy 


F- 18  fighter  and  attack  plane 

's  problem:  "We  couldn't  afford  both. 


er,  the  Navy,  figured  it  wouldn't  get  to 
buy  as  many  FT  8s.  "I  don't  see  how  I 
can  go  before  Congress  and  justify  a 
buy  of  1,366  F-18s  when  the  Marines 
are  getting  about  350  AV-8Bs,"  ex- 
plains Admiral  Wesley  McDonald, 
deputy  chief  of  naval  operations  for 
air  warfare. 

Why  does  an  airplane  for  the  Ma- 
rines mean  there  will  be  fewer  air- 
planes for  the  Navy?  Because  the  F-18 
program,  currently  envisioned  at 
1,366  planes,  includes  some  350  mod- 
els for  the  Marines.  Reducing  the 
order  by  350  planes  would  increase 
costs  for  the  Navy. 

The  F-18  began  in  1975  as  a  $12.9 
billion  program  to  build  800  planes, 
but  that  was  revised  in  early  1979  to 
1,366  planes.  The  Pentagon  now  fig- 
ures that  total  average  cost  for  the  F- 
18,  including  spare  parts  and  research 
and  development,  will  be  $28  million 
a  plane — a  $38  billion  program.  But 
because  $5.7  billion  has  already  been 
spent  on  F-18  R&D,  reducing  the  pro- 
gram by  taking  out  the  350  planes  for 
the  Marines  wouldn't  proportionately 
reduce  the  cost  of  the  total  F-18  pro- 
gram. It  would  just  spread  all  the  bil- 
lions that  have  already  been  spent 
over  fewer  F-18s. 

Defending  the  Harrier,  McDonnell, 


which  has  37  years'  expe- 
rience building  military 
aircraft,  claims  the  two 
planes  are  not  in  competi- 
tion because  their  mis- 
sions are  different,  and 
that  the  military  needs 
them  both.  But  Russell 
Murray  II,  former  Assis- 
tant Secretary  of  Defense 
for  Program  Analysis  & 
Evaluation,  says  that  he's 
never  seen  a  clearer  case  of 
systems  analysts  and  mili- 
tary brass  reaching  such 
opposite  conclusions.  Mur- 
ray, however,  is  thinking 
of  considerations  that  sel- 
dom get  into  public  weap- 
ons evaluations. 

Murray  thinks  the  Ma- 
rines like  the  AV-8B  be- 
cause no  one — especially 
the  Air  Force — would  take 
it  away.  Other  planes  may 
be  engaged  elsewhere 
against  MIGs  but  the  little 
Harriers  would  be  left  right 
where  the  Marines  want 
them,  behind  the  front 
lines  to  support  ground 
troops.  Each  Marine  divi- 
sion has  an  accompanying 
Air  Wing  and  they  train  and 
expect  to  fight  together.  In 
Vietnam  and  Korea,  Marine 
planes  were  put  under  Air  Force  con- 
trol, splitting  up  the  air-ground  team. 

Russell  Murray  is  sympathetic  to 
the  Marine  Corps'  worries.  "They  are 
sensitive  to  the  subject  of  their  con- 
tinued existence,"  he  says.  "It's  not 
all  paranoia."  But  he  feels:  "A  far  bet- 
ter approach  from  the  Marines'  point 
of  view  would  be  to  tie  their  future 
aircraft  so  closely  to  their  ground 
forces  that  it  would  simply  be  unfeasi- 
ble to  transfer  their  control  to  the  Air 
Force,"  says  Murray.  "And  what  bet- 
ter way  could  there  be  than  to  station 
those  aircraft  not  back  at  some  base 
with  all  the  Air  Force  aircraft,  but 
right  out  in  the  field,  operating  like  so 
many  helicopters?" 

For  the  record,  the  Marines  say 
Murray's  thesis  is  all  wet.  Or  at  least 
partly  wet.  "It  never  entered  into  our 
minds  that  it  was  a  basic  requirement 
to  keep  the  other  services'  mitts  off 
our  stuff,"  says  Colonel  Clark.  After  a 
pause,  though,  he  adds:  "Still,  it's  na- 
ive to  think  that  it  hasn't  entered 
someone's  mind.  We  should  have 
thought  of  it.  But  the  real  require- 
ments are  getting  on  target  with 
ground  forces  to  achieve  their  objec- 
tives as  quickly  as  possible." 

The  Navy's  playing  the  whole  thing 
cool.  Navy  men  have  praised  the  plane 
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Did  he  really 
write  his  own 
resume? 


It's  not  always  easy 
to  read  the  truth  in  a 
resume.  Genius  in  one 
area  may  blind  you  to 
Jeficiencies  in  another. 

That's  why  Dunhill 
Dersonnel  consultants 


nave  that  special  ability  to 
ask  the  right  questions  tAflL: 


at  the  right  time.  We  must  first 
jnderstand  your  business,  then 
ascertain  your  needs  and  carefully 
screen  for  particular  qualifications. 

Our  screening  system  is 
among  the  most  comprehensive  in 
tie  personnel  industry. 

As  a  result,  the  select  few 
:andidates  we  pass  along  for  your 
scrutiny  are  ideal  for  the  job-  not 


merely  qualified,  nor 
over-qualified. 

In  other  words, 
we  can  read  between 
the  lines  of  a  resume 
to  uncover  true  talent. 

The  Bard's  re- 
sume may  have  been 
terrific—  in  iambic 
pentameter,  no  less— but  we'll  never 
know  if  he  wrote  it  or  not. 
One  thing  we  did  find  out. 
Shakespeare  could  also 
perform. 

Find  Dunhill  Personnel  in  the 
telephone  directory  and  find  the 
right  person  for  the  job. 


Dunhill  Personnel  System 

The  right  people  for  the  job. 


The  Horizon  system. 
It  makes  your  small  business 
so  productive, 
you  have  time  for  more  business. 

Now  there's  a  communications  system  that 
can  give  your  small  business  more  time  for  new  busin 
The  Horizon"  communications  system  from  Bell. 

It's  a  system  you  can  program  yourself  to 
increase  the  daily  productivity  of  your  company,  each 
department— and  each  person  in  your  company. 

You  can  give  each  phone  in  your  office 
separate  time-saving  features.  One-button  access  to 
co-workers,  for  instance.  Or  an  outside  line  without 
having  to  dial  a  code. 

There's  even  a  feature  that  automatically 
"For  us,  the  extra  time         re-dials  a  busy  inner  office  line  while  you  keep  work- 
means  extra  customers."       ing.  When  the  person  you're  calling  is  available,  your 

phone  will  signal  you. 
As  your  company's  needs  change,  you  can  re-program  the  Horizon  system  tf 
change  right  along  with  them.  Instantly.  And  keep  your  productivity  at  a  peak  level. 

All  this,  from  a  system  that  fits  a  business  with  as  few  as  five  lines  and 
11  telephones. 

Call  your  Bell  Business  Service  Center  today.  And  put  in  a  communicatior 
system  that  gives  you  more  time  for  more  business. 

The  Horizon  system  by  Western  Electric:  Information  Management 
from  the  Bell  System, 


The  knowledge  business 


as  ideal — for  the  Marines.  But  some- 
how the  AV-8B  never  got  into  the 
Navy's  budget.  But  Congress  on  its 
own  always  put  in  the  research  mon- 
ey. Congress  accepted  the  Marines' 
case.  Then  the  unique  V/STOL  (for 
vertical,  short  take  off  and  landing) 
capability  fitted  into  the  thinking  of 
some,  like  Sen.  Gary  Hart  (D-Colo.) 
who  uses  it  to  buttress  his  case  for 


building  smaller,  cheaper  aircraft  car- 
Tiers.  "With  V/STOL  aircraft  we  could 
have  carriers  even  smaller  than  the 
proposed  40,000-ton  light  carrier  as 
supplements  to  the  larger  ships,"  says 
Hart.  The  very  thought  made  admi- 
rals tremble. 

What  finally  resolved  the  dispute 
the  Marines'  way?  The  election  result 
and  the  apparent  mandate  for  more 


defense  spending.  "We  initially  felt 
that  with  the  number  of  FT  8s  consid- 
ered, it  was  an  economic  consider- 
ation," Admiral  McDonald  says.  "The 
separate  attack  plane  was  an  afforda- 
bility  issue.  We  couldn't  afford  both. 
Now  Congress  has  said  affordability  is 
not  an  issue." 

Petunia  vincit  omnia  Money  con- 
quers all.  ■ 


Ed  Gibbons'  ambitions  restructuring  may 
be  long  overdue  at  Woolworth,  but  it 
makes  sense  just  the  same. 


A  new  dawn  at  the 
five-and-dime? 


By  Maurice  Barn  father 

I IKE  MANY  RETAILING  STOCKS,  $7.2 
-billion  (sales)  Woolworth  is  in 
■  the  doghouse  these  days  selling 
at  a  wretched  5  times  earnings.  But 
Woolworth  has  earnings  leverage  that 
could  easily  make  it  worth  a  good  deal 
more  than  that  a  year  or  two  down 
the  road.  Forget  198 1  's  first-quarter  $6 
million  loss  despite  a  4%  sales  gain  to 
$1.6  billion:  There  are  good  reasons 
now  for  expecting  Woolworth  to  out- 
perform its  competitors  at  last. 

Here's  one.  The  $2  billion  (sales) 
Woolco  discount  chain  has  337  U.S. 
stores  that  generate  28%  of  group 
sales  but  are  not  making  any  money. 
Even  a  small  margin  improvement 
here  would  significantly  alter  Wool- 
worth's  bottom  line.  And  that's  going 
to  happen.  Woolco's  women's  cloth- 
ing division  (12%  to  15%  of  its  total) 
has  had  a  crippling  long-term  contract 
with  the  Apparel  Buyers  Association. 
The  middleman  role  the  ABA  filled 
effectively  prevented  Woolco  from 
making  any  real  profits  on  those  sales, 
leaving  Woolco  with  little  more  than 
rent  money.  That  contract  ended  in 
1980,  however,  and  Woolco  might 
find  itself  at  least  $12  million  better 
off  this  year  as  it  takes  over  the  man- 
agement of  that  department  itself. 

A  more  important  reason  that 
Woolworth's  earnings  should  improve 


is  that  Chairman  and  CEO  Edward  F. 
Gibbons  is  now  completely  reexamin- 
ing the  product  line  of  the  Woolco  and 
1,342  traditional  Woolworth  outlets. 

Taking  a  leaf  from  K  mart's  book, 
Gibbons  has  also  been  achieving 
greater  sales  per  square  foot  of  selling 
area  by  turning  Woolworth  increas- 
ingly into  a  clothes  shop.  Profit  mar- 
gins on  clothes  are  considerably  high- 


er than  on,  say,  household  appliances. 
Explains  Gibbons:  "Everybody  can 
carry  the  same  General  Electric  toast- 
er, and  since  it's  easily  distinguished 
in  an  ad,  it  becomes  a  battleground  for 
price-cutting.  Clothes  made  to  your 
own  specifications  do  not." 

So  by  September,  22  Woolworths 
will  expand  selling  space  devoted  to 
clothes,  and  70  more  will  follow  that 
route  in  the  next  three  years.  But  it 
hasn't  stopped  there.  In  October  1979 
Woolworth  launched  }.  Brannam  to 
sell  cheap,  brand-name  clothes.  Of  its 
nearly  40  outlets,  three-fourths  are  in 
old  Woolco  spaces.  Says  Gibbons: 
"It's  amazing.  Sales  have  gone 
through  the  roof.  Unbelievable."  Alto- 
gether, 13  former  Woolco  stores  and 
one  Woolworth's  were  converted  last 
year  to  Brannam,  and  extra  Wool- 
worth's  space  has  added  17  outlets  to 
the  $1  billion  (sales)  Kinney  Shoe 
Group,  which  includes  Foot  Locker 
and  Susie's  Casuals. 

All  in  all,  over  several  years  the  tra- 
ditional variety  floor  space  in  Woolco 
stores  has  been  pared  from  an  average 
of  1 15,000  square  feet  to  one  of  about 
85,000  square  feet  at  no  sacrifice  in 
sales  volume.  "Costs  were  escalating 


Woolworth  CEO  Ed  Gibbons 

Why  pretend,  you're  something  you're  not? 
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Voolworth:  the  old  and  the  neiv 

'A  General  Electric  toaster  becomes  a  battleground  for  price-cutting. 
Zlothes  made  to  your  own  specifications  do  not." 


aster  than  sales,"  says  Gibbons,  "and 
i  large  portion  of  those  costs  was  debt 
ervice  to  carry  inventory."  Here  the 
truggle  continues.  Although  Gibbons 
las  begun  to  cut  back  the  products 
iffered  in  variety  floor  space,  Wool- 
vorth's  interest  costs  still  rose  25%, 
o  $145  million  in  1980. 

Does  that  mean  Woolworth  will  ul- 
imately  abandon  variety  retailing? 
^o,  says  Gibbons.  "As  my  wife  tells 
he  children,  'there's  another  coming 
long,  but  that  doesn't  mean  I  love  the 
wo  of  you  less,'  "  he  says  smiling, 
rhen  he  adds,  straight-faced:  "One  of 
he  biggest  mistakes  a  merchant  can 
nake  is  pretending  he's  something 
le's  not." 

Ed  Gibbons  is  the  only  man  to  head 
Voolworth  who  didn't  rise  through 
he  ranks.  After  seven  years  at  United 
irands  he  joined  in  1973  as  financial 
dee  president.  In  1977  the  now-61- 
'ear-old  accountant  heaved  his  ample 
rame  into  the  chief  executive's  chair 
'acated  when  Lester  Burcham  took 
:arly  retirement.  The  results  so  far 
lave  been  encouraging.  Return  on  eq- 
lity  has  risen  from  an  embarrassing 
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8.4%  in  1977  to  a  somewhat  healthier 
12.8%  last  year.  "Of  all  God's  crea- 
tures I  am  the  least  patient,"  snaps 
the  gravel-voiced  Gibbons,  chewing 
on  a  greenish-yellow  cigar. 

In  his  first  year  at  the  helm  Gibbons 
introduced  strategic  planning  and, 
three  years  later,  the  company's  first 
in-house  economist  and  corporate  de- 
velopment department.  "We  now 
have  a  company  dedicated  to  doing 
things  a  lot  more  sensibly,"  he  says, 
glancing  up  the  corridor  at  the  late 
Frank  W  infield  Woolworth's  grandi- 
ose green  marble  office,  copied  from 
the  Empire  Room  in  Napoleon's  Pal- 
ace at  Compiegne. 

Indeed  the  whole  Woolworth  Build- 
ing in  lower  Manhattan,  with  its  neo- 
Gothic  spire  and  gargoyles  bearing  the 
likeness  of  Frank  Woolworth  himself, 
may  once  have  been  dubbed  the  Ca- 
thedral of  Commerce,  but  it's  now 
more  like  a  monument  to  the  past. 
Fortunately  the  Woolworth  company 
no  longer  is. 

"Everything  fell  into  place  last 
year,"  says  Ed  Gibbons,  "but  nobody 
noticed."  ■ 
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Own  a  bottle. 

It's  worth  the 
price  to  have  at  least  one 
thing  in  your  life  that's 
absolutely  perfect. 


The  Chrysler  Cordoba. 
So  finely  engineered  it  was  rated 
superior  to  Oldsmobile  Cutlass  in  overall  quality  of 
ride,  styling,  fits  and  finishes. 


In  an  independent  test,  50  mid- 
•ecialty  car  owners  compared 
e  1981  Chrysler  Cordoba  to  the 
31  Oldsmobile  Cutlass 
lpreme.  They  compared  each 
r  39  different  ways  from  the 
lality  of  their  paint  jobs  to  the 
lality  of  their  seat  seams.  From 
e  way  they  felt  on  the  road  to 
e  way  they  looked  standing 
11.  Out  of  the  39  categories, 
)rdoba  beat  Cutlass  34  times  * 
ere  are  some  reasons  why. 

iolated  transverse  torsion-bars 
md  a  series  of  rubber  isolator 
cushions  give  Cordoba  its 
smooth  ride. 

When  Cordoba  and  Cutlass 
ere  compared  for  riding  quali- 
•s,  the  categories  used  for 
aluation  were:  smoothness, 
?adiness,  quietness,  seating 
mfort,  and  overall  riding  com- 
rt.  Incredibly,  Cordoba  beat 
itlass  in  all  five  categories. 
Cordoba's  smoother,  steadier 
le  comes  from  its  isolated  trans- 
rse  torsion-bars.  Chrome  alloy 
rsion-bars  are  mounted  to  the 
>nt-wheel  control  arms  and  to 
e  car  structure,  so  they  provide 
ringing  action  by  twisting. 
A  torsion-bar  twists  and 
itwists  as  wheels  ride  over 
imps.  This  way  the  torsion-bar 
shions  road  shocks  before  they 
e  transmitted  to  the  car  body. 
Cordoba 
a  quiet 
r  because 

irysler  engineer-^ 
g  utilized  computer 
■signed,  thick,  rubber  cushions 
id  put  them  where  suspension 
mponents  meet  the  car's 
»dy  to  reduce  road  noise  and 
irshness  before  they  reach 
)rdoba's  interior. 


A  silky  smooth  5.2  liter  V8 
engine**  and  amazing 
Torqueflite  automatic 
transmission.  Both  helped  rate 
Cordoba  superior  to  Cutlass  in 
pick-up  and  smoothness. 

Among  the  categories  in  evalu- 
ating Cordoba  and  Cutlass  were 
pick-up  and  smoothness.  Catego- 
ries Cordoba  won  handily. 
Cordoba's  classic  5.2  liter  V8 
engine  makes  it  responsive,  easy 
to  maintain,  but  most  impor- 
tantly, an  engine  with  an  EPA  rat- 
ing of  [17]  est.  mpg,  26  est.  hwy.t 
Designed  into  each 
engine  is  an  electronic 
fuel  control  com- 
puter that  pro- 
cesses signals 
from  seven  differ- 
ent sensors  and 
instantly  adjusts 
your  air-fuel  ratio 
to  an  optimum  mix- 
ture. Cordoba's  Torque- 
flite automatic  transmis- 
sion means  better  fuel  economy 
because  at  highway  speeds  the 
torque  converter  locks  in  place. 
With  the  converter  locked  the 
engine  runs  slower  to  maintain 
the  car's  speed  so  less 
fuel  is  used. 

Chrysler's  painstaking  attention 
to  detail  helped  rate  Cordoba 

superior  to  Cutlass  in 
quality  of  fits  and  finishes. 

During  the  evaluation  between 
Cordoba  and  Cutlass  for  styling, 
conveniences,  and  quality  of 
fits  and  finishes, Cordoba 
was  picked  first  in  25  out  of  27 
categories.  For  example, 
Cordoba's  front,  side,  and  rear 
styling  was  rated  superior. 
Cordoba's  doors,  exterior  chrome, 


and  moldings  were  picked  as  fit- 
ting better,  for  being  straighter, 
and  for  having  no  gaps.  Its  hood, 
doors,  and  trunk  were  judged  to 
fit  better  because  their  seams 
were  straighter  and  more  even. 

All  this  is  the  result  of  Chrysler's 
advanced  planning  in  design  and 
engineering.  To  illustrate  this, 
Cordoba's  paint  job  was  chosen 
superior  because  its  color  was 
even  throughout  and  the  finish 
was  smoother.  To  make  Cordoba's 
finish  long  lasting,  a  seven-step 
dip-and-spray  treatment  to  guard 
against  corrosion  is  applied  before 
the  car  receives  the  first  of  its  four 
coats  of  paint. 

So  thorough  is  Chrysler's  atten- 
tion to  quality  of  styling,  fits, 
finishes  and  convenience, 
Cordoba  was  selected  by  34  out  of 
the  50  judges  as  having  superior 
quality  overall. 

We'd  like  you  to  compare  the 
Chrysler  Cordoba  and  see  why  it 
won  easily  over  Cutlass  Supreme. 

The  1981  Chrysler  Cordoba,  a 
car  you  will  judge  superior  in 
overall  quality. 


Cordoba  LS  model 
prices  start  at  $7,765. tt 

$7,765.  That's  what  the  sporty 
Cordoba  costs  and  here's  what's 
standard  on  the  Cordoba  LS.  A 
3.7  liter  6-cylinder  engine;  auto- 
matic transmission,  power  steer- 
ing, front  power  disc  brakes, 
tinted  glass,  and  many  other  stan- 
dard features  that  usually  are 
available  only  as  options. 
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3sults  reported  are  based  on  responses  preferring  Cordoba  over  Cutlass  27  out  of  50  to  46  out  of  50  participants  depending  on  the  category.  "Optional  at  extra  cost, 
se  EPA  est. MPG  for  comparison.  Actual  mileage  may  vary  depending  on  speed,  trip  length  and  weather.  Actual  highway  mileage  probably  lower.  Calif,  ests.  lower. 
3ase  sticker  price  of  Cordoba  LS  ( not  shown )  excluding  taxes  and  destination  charges  Optional  Corinthian  Edition  Package  shown  not  available  on  Cordoba  LS. 


While  S&Ls,  banks  and  their  Washington 
friends  fiddle  over  deregulation,  laissez- 
faire  banking  marches  on. 

It  didn't  start 

with  the 
money  funds 


By  William  Baldwin 


I'M  on  your  side  philosophically," 
Senator  fake  Garn  (R-Utah)  tells  a 
phalanx  of  bank  and  thrift  indus- 
try representatives  lined  up  before  his 
Senate  Banking  Committee  to  com- 
plain about  money  market  funds.  "I 
want  to  help." 

Competition  from  the  unregulated 
money  funds  is  unfair,  says  Garn,  but 
curbing  them  now  won't  fly  in  Con- 
gress or  do  much  good.  What  do  you 
want?  he  asks.  Immediate  repeal  of 
Regulation  Q  interest-rate  ceilings  so 
you  can  compete  with  the  funds,  or 
the  agonizingly  slow  five-year  phase- 
out  proposed  by  the  Depository  Insti- 
tutions Deregulation  Committee? 
The  industry  people  are  flustered.  Big 
banks  but  not  small  ones  want  quick 
repeal  of  Reg  Q.  Probably  nothing  will 
save  the  savings  and  loan  associations 
from  another  disastrous  year. 

Garn,  unlike  his  predecessor  as 
committee  chairman,  William  Prox- 
mire,  is  a  genuine  friend  of  the  bank- 
ing industry.  He  would  like  to  dis- 
mantle all  sorts  of  regulatory  nui- 
sances like  truth-in-lending  and 
antiredlining  laws,  and  he  would  like 
to  protect  small-town  banking  from  a 
free-for-all  of  interstate  branching 

But  a  problem,  Garn  reflects,  is  that 
regulations  intended  to  protect  bank- 
ing institutions  often  backfire.  "It's 
too  bad  that  the  thrift  institutions 
fought  to  maintain  Reg  Q  and  the 
differential  (a  '/•»  -point  advantage  over 
commercial  banks]  all  those  years," 
says  Garn.  "If  we  had  started  the 
phase-out  a  number  of  years  ago  they 
would  be  more  than  competitive  with 
money  market  funds."  And  "there  is 
no  doubt  that  that  would  have  precipi- 
tated major  changes  in  the  asset 
side."  In  other  words,  the  thrifts 
wouldn't  have  been  so  cavalier  about 


loading  up  on  fixed-rate  mortgages  if 
there  had  been  no  protected  pool  of 
cheap  deposits. 

Savings  and  loan  men  will  protest 
that  nobody  could  have  foreseen  to- 
day's interest  rates  or  the  breakdown 
of  barriers  among  financial  institu- 
tions. But  the  world  of  competitive 
rates  didn't  start  with  money  market 
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Senate  Banking's  Jake  Gam  (R-Utah) 
Is  even  a  friend  able  to  help? 

funds.  For  two  decades,  free-market 
forces  have  been  poking  holes  in  the 
protective  blanket  Congress  provided 
for  banks  via  the  limits  on  interest 
payments. 

It  all  started  in  the  1960s,  when 
Citicorp  invented  the  negotiable  cer- 
tificate of  deposit,  enabling  big  de- 
positors to  get  market  rates  on  short- 
term  money.  Soon  banks  figured  out  a 
still  better  way  to  circumvent  the  le- 
gal prohibition  on  interest  on  demand 
deposits:  Corporate  customers  who 
had  cash  above  that  needed  to  com- 
pensate the  bank  for  services  entered 
repurchase  agreements,  buying  securi- 
ties from  the  bank  and  agreeing  to  sell 


them  back  with  interest.  On  paper 
the  repo  is  not  a  demand  deposit,  but 
it's  hard  to  tell  the  difference. 

Consumers  soon  were  cut  in  on  the 
loopholes,  too.  In  1972,  a  small  sav- 
ings bank  in  Massachussetts  decided 
it  could  pay  interest  on  checking  ac- 
counts. You  call  the  account  a  "sav- 
ings account"  and  you  call  the  checks 
"negotiable  orders  of  withdrawal."  It 
sounds  silly  but  regulators  didn't 
catch  on  fast  enough  to  put  a  stop  to 
it.  With  a  reluctant  Congress  yielding 
a  step  at  a  time,  NOWs  spread  to  all  of 
New  England  by  1976  and  the  rest  of 
the  country  this  year. 

Last  month,  the  Bank  of  California 
came  up  with  a  scheme  to  pay  17% 
and  up  on  transaction  accounts  over 
$10,000  by  saying  that  the  money  was 
going  into  a  London  branch.  It  took  in 
some  $4.5  million  in  one  week  before 
the  Fed  ordered  it  on  May  8  to  stop. 
BankCal  vows  to  return  via  another 
legal  route. 

On  May  14,  even  as  Garn  was  com- 
miserating with  thrift  officials  in 
Washington,  County  Federal  Savings 
&.  Loan  on  Long  Island  started  paying 
15%  on  almost  fully  liquid  deposits  of 
$1,000  and  up.  The  depositor  is  told 
he's  buying  into  a  pool  of  government 
securities  and  that  the  bank  will  buy 
him  out  when  he  needs  the  money.  It 
seems  suicidal.  The  $1  billion  (assets) 
County  Federal  lost  $9  million  in  the 
second  half  of  last  year  and,  says  Vice 
President  Richard  B.  Miller,  may  see  a 
fourth  of  its  $350  million  in  passbook 
deposits  shift  to  the  repos.  But  thanks 
to  competition,  he  says,  "You  would 
have  lost  that  money  no  matter 
what." 

"If  we  had  immediate  deregulation 
on  interest  ceilings  for  the  S&Ls  we 
would  only  accelerate  their  prob- 
lems," insists  Garn.  But  what  re- 
mains beyond  some  legal  rituals? 

As  Regulation  Q  vanishes  from  the 
real  world,  the  concomitant  revolu- 
tion in  banking— interstate  branch- 
ing— builds  up  steam.  Banks  like  Citi- 
corp and  Manufacturers  Hanover  are 
devising  ways  to  take  deposits  across 
state  lines.  The  money  funds,  for  that 
matter,  are  little  more  than  the  depos- 
it-gathering arm  of  the  money-center 
banks.  Here,  Garn  stands  by  the 
forces  of  tradition;  he's  talking  at 
most  of  relaxing  McFadden  in  favor  of 
regional  interstate  branching.  "I  don't 
want  to  see  12  or  15  large  banks  have 
the  dominant  control  over  the  finan- 
cial services  industry,"  he  says.  The 
revolution  in  banking  will  be  ad- 
dressed in  a  "comprehensive"  bill 
that  won't  become  law  before  next 
year.  But  if  he  moves  too  slowly  the 
issue  may  be  moot  by  then.  ■ 
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NOW  FROM  HERTZ: 

GUARANTEED  PftfCWG. 

What  does  it  cost  to  rent  a  car? 
Now  you  knowbeforeyou  go. 


Lately,  the  rent-a-car  industry  has  been 
undated  with  outrageous  price  claims. 

As  the  leader  in  the  car  rental  business, 
e  have  decided:  enough. 

Never  a  charge  for  mileage — 
any  car,  any  time,  anywhere. 

Effective  immediately,  Hertz  is  offering 
llimited  mileage  on  all  rentals? Round- trip 
•  one-way.  And  we've  instituted 
uaranteed  Pricing.  A  policy 
at  tells  you  up  front  what 
>ur  rental  charges  will  be. 

ere's  how  it  works. 

Just  tell  the  person  at 
e  Hertz  counter  how 
any  days  you  intend  to 
;ep  the  car,  what  loca- 
)n  you'll  return  it  to, 
id  whether  or  not  you 
ant  optional  extras  such 
Collision  Damage  Waiver 
id  Personal  Accident 
isurance. 


We'll  tell  you  your  rental  charges  at 
the  time  you  go.  And,  if  you  request,  we'll 
guarantee  it  in  writing.  With  a  Hertz  Guar- 
anteed Pricing  tag  that  we'll  give  you  when 
you  rent  a  car. 

This  new  pricing  program  means  signifi- 
cant overall  reductions  in  the  cost  of  an 
average  rental. 

And  you'll  be  able  to  see  that  Hertz  rates 
are  competitive  with  companies  whose 
main  claim  to  fame  is  their  cheapness. 
With  the  introduction  of 
Hertz  Guaranteed  Pricing, 
rent-a-car  price  wars  are  over. 
And  you  won. 

... 


WHERE  WINNERS  RENT. 

HERTZ  FEATURES  THE  EXCITING  FORD  ESCORT 

"Guaranteed  Pricing  available  ui  all  Hertz  corporate  and  participating  licensee 
locations  in  the  US  Refueling  charges  ami  state  and  K>cal  taxes  are  not  included 
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puters  in  widely  separate  locations  to 
exchange  data  with  a  large  mainframe 
computer  at  another,  distant  location. 
All  was  golden  while  it  and  other 
small  distributed  processing  outfits 
had  a  place  to  themselves  in  the  vast 
computer  field.  Between  1975  and 
1979,  Four-Phase's  revenues  grew  at 
an  average  annual  rate  of  37%,  while 
net  income  mushroomed  at  an  annual 
rate  of  58%.  But  last  year  revenues 
grew  only  10%,  to  $197  million,  and 
earnings  fell  67%,  from  $16.7  million 
to  $5.5  million. 

"When  IBM  'blessed'  our  business 
by  announcing  they  were  getting  in 
two  years  ago,  we  were  delighted," 
says  Boysel.  "First-day  orders  for  their 
8100  terminal  were  $5  billion!  We  fig- 
ured we  could  knock  off  a  little  of 
that,  which  would  be  great  business 
for  a  company  our  size."  Boysel's 
strategy  for  Four-Phase  from  the  be- 
ginning had  been  to  "skim  the  mar- 
ket," to  target  large  corporations  and 
heavy  computer  users  like  hospitals 
and  the  federal  government.  When 
IBM  came  into  distributed  data  pro- 
cessing, Boysel  spent  liberally  to  ad- 
vertise that  Four-Phase  was  an  alter- 
native to  the  IBM  8100.  Then  he 


Lee  Boysel,  Four-Phase  Systems  founder  and  president 

"When  IBM  'blessed'  our  business  by  announcing  they  were  getting  in,  we  were  delighted. 


The  boss  of  little  Four-Phase  got  so 
wrapped  up  in  watching  IBM,  he  forgot  to 
check  what  his  customers  needed. 

"in  a  telephone 
booth  with  an 
elephant" 


By  Kathleen  K.  Wiegner 


A 


way,  as  he  puts  it,  "you  share  a  tele- 

_  phone  booth  with  an  elephant."  But 

sk  Lee  Boysel,  Four-Phase  Sys-  the  moral  in  Boysel's  experience  could 

terns  Inc.'s  normally  voluble  apply  to  any  entrepreneur  who  must 

ifounder  and  president,  why  his  find  a  niche  in  an  industry  dominated 

company's  earnings  dropped  like  a  by  a  giant. 

rock  last  year,  and  he  responds  with  a  Four-Phase,  started  in  1969  by  for- 

single  name — International  Business  mer  IBM  computer  systems  engineer 

Machines.  Boysel's  company  shares  Boysel,   pioneered   distributed  data 

the  computer  business  with  IBM  the  processing — the  ability  of  small  com- 
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Pan  Am  puts  the 
middle  seat  out  of 

business. 


'he  loss,  however,  is  your 
gain. 

For  when  you  fly  in  our 
w  business  section,*  you'll 
:ver  get  stuck  in  the  middle. 
•  by  an  elbow. 

Because  in  Pan  Am's 
ipper®  Class,  we've  elim- 
ated  the  bane  of  business 
ivelers.  The  middle  seat. 

But  we  didn't  stop  with 
srely  removing  the  seat  in  the 
nter.  We  replaced  every  one  of 
em.  With  seats  that  are  totally 
w. 

(They're  the  same  seats  se- 
ated for  First  Class  on  the  next 
neration  of  jets.  The  ones  due  for 
livery  around  1985.) 

Our  new  seats  are  wider 
id  larger  than  the  ones  you're 
obabry  used  to.  Which  means 
ey 're  much  more  comfortable 
an  seats  in  your  business-as- 
lual  section. 

And  since  there  are  fewer 
them,  you  get  an  additional 
vidend.  Room. 

What's  behind  our  move  to 
move  the  middle  seat?  Same 
otivation  that's  made  Pan  Am 
e  innovator  in  air  travel:  concern 


for  your  comfort  and  conven- 
ience. 

That's  why  Clipper  Class 
is  now  a  distinctly  separate 
part  of  the  plane.  Especially 
for  people  who  travel  on 
business. 

And  the  reason  we  offer 
^amenities  not  normally  found 
.Jfc  this  side  of  First  Class.  Every- 
thing  from  special  check-in 
facilities  to  gourmet  food  served 
on  fine  china. 

The  bottom  line?  Simply 
that,  from  nine  U.S.  cities  to  32  desti- 
nations all  over  the  world,  no  other  0fa 
airline  offers  a  better  business 
section* 

So  tell  your  Travel  Agent 
or  Corporate  Travel  Department 
you  want  Clipper  Class. 

On  the  airline  that 
believes  putting  the  middle 
seat  out  of  business  is  putting 
the  business  traveler  first. 

*New  Clipper  Class  is  currently  available 
to  selected  destinations.  New  destinations 
are  being  added  each  week.  And  by  mid- 
year, our  new  Clipper  Class  will  be  offered 
on  our  entire  747  fleet— and  on  certain  L  1011s— 
worldwide. 


WHAT'S  SO  GOOD  ABOUT 
OUR  ROOF  SPRAY  SYSTEM? 

1.  ECONOMY.  The  Randustrial®  Roof 
Spray  Process  can  save  you  up  to  50%  on 
labor  costs  —  because  your  own  men  do  alt 
the  work.  We  loan  you  the  equipment 
FREEOFCHARGE. 

2.  CONVENIENCE.  You  decide  when  the 
work  is  to  be  done.  We  instruct  your  men 
on  the  use  of  the  equipment  and  proper 
roofing  procedures. 

3.  EFFECTIVENESS.  Simply  patching  and 
spraying  your  roofs  once  every  3  to  5  years 
with  Randustrial  ®'s  quality  roofing  ma- 
terials prolongs  roof  life  and  saves  replace- 
ment costs. 

For  full  details  on  the  Randustrial®  Roof 
Spray  Process  and  a  FREE  copy  of  our  64 
page  Industrial  Maintenance  Catalog,  simply 
inquire  or  call  us  collect  at  (216)  283-0300. 


■    "*£    Randustrial  ® 

MSBl  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave.  Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


EXPLORATION 


irocK 

CORPORATION 

PROFESSIONAL 
PETROLEUM 
EXPLORATION 


IVIEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


waited  for  some  of  that  $5  billion  to 
drift  his  way. 

But  the  orders  never  came,  not  be- 
cause IBM  was  selling  a  terrific  prod- 
uct but  because  Boysel  had  unknow- 
ingly wrapped  himself  around  a  bomb. 
Customers  took  a  second  look  at  the 
8100  and  decided  they  didn't  want  it 
or  Boysel's  boxes.  "We  were  right  on 
top  of  IBM  when  it  blew  up,"  says 
Boysel  ruefully.  "We  got  hit  with  the 
shrapnel." 

Boysel's  customers  told  him  that 
they  wanted  another  computer  to  sit 
between  the  terminal  and  the  main- 
frame, an  intermediate  machine  that 
would  store  and  process  some  of  the 
frequently  used  information  previous- 
ly kept  in  their  big  machines.  And  it 
had  to  be  compatible  with  IBM's  soft- 
ware. "We  got  so  tangled  up  with  IBM 
we  didn't  know  what  was  wrong  until 
customers  came  to  us  and  said  the 
8100  wasn't  the  total  solution  and 
neither  were  we,"  says  Boysel. 

Some  customers  quickly  put  togeth- 
er such  a  solution  using  IBM's  small, 
popular  4300  series  computer.  But 
Boysel  was  several  years  away  from 
developing  the  missing  piece.  Luckily 
the  piece  he  needed  was  only  about 
five  miles  down  the  road  from  Four- 
Phase's  Cupertino,  Calif,  headquar- 
ters. Philips  N.V. — Four-Phase's  dis- 
tributor in  Europe — owned  a  small 
minicomputer-maker  named  Two  Pi, 
which  made  a  computer  like  IBM's 
4300.  Philips  was  looking  for  a  buyer 
for  Two  Pi,  and  Boysel  quickly 
snatched  it  up — for  stock  and  $2.5 
million  in  cash.  It  was  a  good  deal. 
"Boysel  got  Two  Pi  for  less  than  $10 
million,"  says  analyst  Warren  Beck  of 
Los  Angeles  brokerage  firm  Crowell, 
Weedon,  "but  it  would  have  cost  him 
$20  million  and  another  two  to  three 
years  to  develop  that  product  on  his 
own."  Now  Four-Phase,  like  IBM,  is 
offering  customers  what  they  wanted 
in  the  first  place. 

Boysel  had  other  problems  last  year 
but  they  had  more  to  do  with  his  own 
management  than  with  IBM.  After  a 
decade  of  rapid  growth,  the  com- 
pany's product  line  had  run  out  of 
steam,  with  not  enough  new  products 
to  revive  it. 

Boysel's  customers  were  no  longer 
neophytes  in  distributed  data  process- 
ing but  savvy  users  with  a  need  for 
more  power  and  capability  than  Four- 
Phase  was  offering.  Some  buyers  were 
beginning  to  tear  out  Four-Phase 
equipment  and  replace  it  with  com- 
peting items.  One  new  Four-Phase 
product — a  more  powerful  computer 
system  called  "Sprint" — was  behind 
schedule  because,  critics  claim,  Boy- 
sel kept  changing  his  mind  about 


what  it  should  do.  Salesmen  grew  un- 
happy because  they  had  nothing  new 
to  sell,  and  several  senior  marketing 
managers  quit. 

But  Boysel,  42,  who  bears  some  re- 
semblance to  comedian  Jonathan  Win- 
ters, has  been  moving  as  quickly  to 
repair  this  damage  as  he  did  about  IBM. 
Research  and  development  spending, 
particularly  for  a  new-generation  com- 
puter system,  was  increased  40%,  to 
$16  million  last  year.  A  new  word 
processing  package  has  been  well  re- 
ceived by  office  customers. 

For  the  first  quarter  of  this  year, 
Four-Phase's  net  was  up  57%  from  the 
previous  year,  on  a  13.7%  jump  in 
revenues.  And  none  of  that  increase 
was  due  to  Two  Pi  products,  which 
will  not  begin  contributing  to  earn- 
ings until  later  this  year.  Four-Phase's 
earnings  should  be  up  to  around  $9 
million,  $1.70  a  share,  by  year-end, 
and  estimates  are  that  in  1982  Four- 
Phase's  earnings  will  be  above  record 


Boysel's  customers  told  him 
they  wanted  an  intermedi- 
ate machine  to  store  fre- 
quently used  information. 
"We  got  so  tangled  up  with 
IBM  we  didn't  know  what 
was  wrong  until  customers 
came  to  us  and  said  the 
8100  wasnt  the  total  solu- 
tion and  neither  were  we." 


1979  levels.  The  stock,  which  had 
dipped  as  low  as  19,  has  recently 
climbed  back  to  40.  That's  a  heady  23 
times  anticipated  1981  earnings — 
possibly  a  shaky  premium  in  this 
market  (see p.  187). 

But  market  timing  aside,  Boysel  is 
confident  of  his  fundamentals  these 
days.  He  has  no  intention  of  abandon- 
ing his  market  strategy.  Unlike  an- 
other distributed  processing  leader, 
Datapoint  Corp. — which  keeps  out  of 
IBM's  way  by  going  after  smaller 
companies  that  use  fewer  comput- 
ers— Boysel  intends  to  keep  Four- 
Phase  nibbling  away  at  IBM's  bread- 
basket: the  big,  computer-using  insti- 
tutions. As  Boysel,  a  University  of 
Michigan-educated  engineer  with  a 
wry  sense  of  humor,  explains  it,  "We 
want  to  get  so  close  to  IBM  that  they 
can't  shoot  us  without  shooting 
themselves  in  the  foot." 

Boysel  realizes  that  a  small  com- 
pany cannot  afford  to  ignore  the  giant 
in  its  field.  But  he  has  learned  a  les- 
son: to  keep  a  closer  eye  on  what  his 
customers  want,  and  not  to  count  on  a 
piggyback  ride  from  his  mammoth 
competitor.  ■ 
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Why  small  copiers  quit 


You  overwork  them. 

Not  intentionally,  of  course.  It's  just  that  you 
may  have  no  idea  how  many  copies  you're  making 
every  month. 

So  you  may  not  even  know  you've  pushed  your 
small  copier  past  its  limits  until  it  starts  giving  you 
poor  quality  copies.  Or  no  copies  at  all. 

But  you  can't  really  blame  the  small  copier.  It's 
built  for  small  work  loads. 

What  you  can  do  is  get  the  bigger  small  copier. 
The  Minolta  EP520.  A  plain  paper  copier  with  the 
capacity  for  big  jobs. 

It  was  designed  to  take  options,  so  it  can  grow 
as  your  business  grows.  You  can  get  a  document- 
feeder  and  a  sorter.  Or  a  counter  that  tells  how 
many  copies  you've  made. 

And  Minolta's  exclusive  micro-toning  system 
assures  rich  contrasts  and  crisp,  clear  copies.  Edge 
to  edge,  and  corner  to  corner.  On  any  kind  of  paper 
up  to  11  "x  17". 


It  even  lets  you  know  about  trouble  before  it 
happens,  with  a  self-diagnostic  system  that  tells 
you  when  it  needs  service.  And  what  kind  of  service 
it  needs 

So  get  the  Minolta  EP520,  and  give  yourself  a 
break.  Before  your  small  copier  gives  you  a  breakdown. 

For  a  bigger  small  copier,  call  toll-free  800-526-5256. 
In  N.J.,  caff! 201-797-7808.  For  your  SIQ),,M  „  r  , 
authorized  Minolta 
dealer,  look  for 
our  trademark 
in  the  Yellow 


Pages. 

The  EP  520. 
Your  Next 
Copier. 


loe  folks  who  brought  you  commodity 
utures,  where  you  can  lose  your  shirt, 
want  to  bring  you  a  new  game. 


fi 


Optional 
misery 


By  Michael  Kolbenschlag 

I'f  every  stock,  as  one  wag  put  it, 
is  a  combination  of  an  investment 
iand  a  lottery  ticket,  and  a  futures 
contract  is  the  lottery  ticket  without 
the  investment  consideration,  what 
then  is  an  option  on  a  futures  con- 
tract? Investors  and  the  financial  mar- 
kets may  soon  find  out.  The  exchang- 
es and  their  regulators,  seeking  to  at- 
tract a  wider  public  with  a  trading 
vehicle  less  risky  than  futures,  are 
rushing  to  introduce  options  in 
commodity  and  financial  futures. 

The  Chicago  Board  of  Trade 
and  other  commodity  exchanges 
are  pushing  their  regulator,  the 
Commodity  Futures  Trading 
Commission,  to  approve  a  pro- 
gram in  options  on  futures  con- 
tracts in  gold,  sugar  and  the  pass- 
through  mortgage  certificates  of 
the  Government  National  Mort- 
gage Association,  which  are  used 
to  hedge  long-term  interest  rates. 
The  Chicago  Board  Options  Ex- 
change— which  specializes  in  securi- 
ties options — already  has  approval 
from  its  regulator,  the  Securities  & 
Exchange  Commission,  to  trade  op- 
tions on  GNMAs.  But  the  Board  of 
Trade,  charging  that  the  SEC  lacks 
jurisdiction  in  futures,  is  suing  to  pre- 
vent the  CBOE  from  going  ahead. 
Meanwhile,  the  SEC  is  considering 
requests  for  options  on  Treasury 
bonds  and  notes  from  the  CBOE.  The 
New  York  Futures  Exchange  and  the 
American  Stock  Exchange  are  also  in- 
terested in  options. 

The  exchanges  and  their  broker 
members  envision  increased  business 
and  commissions  from  larger  num- 
bers of  the  public  and  from  commer- 
cial bankers,  mortgage  bankers  and 
other  financial  professionals  who  use 
futures  to  hedge  interest  rates  but 


who  have  been  frightened  by  actual 
and  potential  losses.  Vice  President 
Earl  Baldwin  of  Security  Pacific 
Corp.'s  mortgage  banking  subsidiary 
reckons  that  fewer  than  40%  of  all 
mortgage  bankers  have  used  GNMA 
futures  contracts  to  hedge  mortgage 
commitments,  and  that  few  use  them 
regularly.  "The  underlying  nature  of 
the  contract  is  obligatory  and  you 
may  have  to  eat  it  big  with  a  futures 


Board  of  Trade's  Wilmouth  (left.)  and  CFTC's  Stone 
More  business  versus  more  safeguards. 


contract,"  says  Baldwin.  "But  with 
options,  you  pay  a  premium  to  be  able 
to  skate  away  from  a  bad  deal." 

Options  are  theoretically  less  risky 
than  futures  because  you  can  lose  only 
what  you  put  up — anywhere  from  2% 
to  10%  of  the  futures  contract's  value. 
In  the  GNMA  options  envisioned  for 
the  CBOE  or  for  the  Board  of  Trade, 
the  options  premium — and  the  poten- 
tial loss— could  be  $2,500. 

It  is  possible  to  have  less  at  risk  in 
futures,  where  a  small  margin  swings 
a  bet  on  the  price  of  huge  volumes  of 
goods  or  financial  instruments.  But 
the  great  danger  in  futures  is  that  you 
can  be  locked  in  during  a  period  of 
rapid  adverse  price  moves  and  lose 
more  than  you  bargained  for.  At  the 
beginning  of  May,  for  example — when 
the  Federal  Reserve  raised  the  dis- 


count rate — trading  in  Treasury  bill 
futures  on  the  International  Monetary 
Market  in  Chicago  was  all  but  impos- 
sible. For  three  days  T-bill  futures 
opened,  fell  the  60-basis-point  ex- 
change limit  and  closed  again.  A  T-bill 
futures  holder  would  have  lost  $4,500 
on  each  contract  for  which  he  had  put 
up  a  margin  of  $2,000  or  so. 

Such  risks  are  the  reason  brokerage 
houses  screen  customers  to  see  if  they 
are  suitable — in  net  worth  and  free 
capital  resources — to  trade  in  com- 
modity futures.  CFTC  Chairman 
James  Stone  wants  to  make  sure  that 
suitability  screening  and  other  cus- 
tomer safeguards  will  be  imposed  in 
options  trading.  But  the  CFTC's  three 
other  commissioners  want  to  approve 
the  options  program  and  CBT  Presi- 
dent Robert  K.  Wilmouth  is  impa- 
tient. "If  I  have  anything  to  say  about 
it,"  says  Wilmouth,  referring  to 
Stone's  proposed  safeguards,  "they 
won't  be  in  there  at  all." 

The  rush  to  introduce  options  wor- 
ries some  futures  professionals.  Rich- 
ard Bergers,  who  manages  commodity 
accounts  at  Drexel  Burnham  Lam- 
bert's Los  Angeles  office,  concedes 
that  options  will  "protect  fools  from 
losing  big."  But  he  doubts  the  wisdom 
of  attracting  large  numbers  of  the 
public  to  the  markets.  So  does 
Gerson  Levin,  a  former  president 
of  the  Commodity  Club  of  Los 
Angeles,  who  cites  the  industry 
rule  of  thumb  about  the  odds  in 
futures.  "They  build  attractive 
risk-reward  profiles  on  options, 
but  the  facts  are  that  4  times  out 
of  5  the  investor  will  lose  his 
money.  Who  needs  this?" 

It's  a  reasonable  question,  giv- 
en commodity  options'  previous 
incarnations.  In  1978  the  CFTC 
banned  options  trading  because 
-  regulations  were  incapable  of  pre- 
venting abuses  by  traders  like  Harold 
Goldstein  and  Alan  Abrahams,  alias 
Jimmy  Carr.  In  1973  Goldstein  was 
sentenced  for  mail  fraud  in  connec- 
tion with  selling  phony  options  and 
five  years  later  Carr  was  convicted  of 
contempt  of  court  for  ignoring  a  feder- 
al Judge's  order  to  stop  selling  options. 

In  the  1930s,  agricultural  interests 
persuaded  Congress  to  pass  laws 
against  options  trading  in  wheat,  soy- 
beans and  corn  because  options  trad- 
ing made  markets  chaotic. 

As  agricultural  markets  were  unsta- 
ble then,  so  financial  markets  are  fe- 
verish and  wracked  by  inflation  to- 
day. Productive  investments  would 
cure  the  fever  but — a  sign  of  the 
times — exchanges,  brokers  and  even 
regulatory  bodies  are  pushing  not  a 
cure  but  the  palliative  of  options.  ■ 
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A  State  That  Works 


m 


A  recent  survey  by  the  Fantus  Cor- 
poration, a  leading  corporate  consulting 
firm,  placed  Minnesota  first  in  a  nation- 
wide quality  of  life  survey. 

Minnesotans  accept  the  accolade. 
Thev  seem  proud  of  their  accomplish- 
ments because  Minnesota  is  "a  state 
that  works."  This  was  the  description  in 
a  TIME  magazine  cover  story  that  said: 
"If  the  American  good  life  has  any- 
where survived  in  some  intelligent 
equilibrium,  it  may  be  in  Minnesota  .... 
a  state  where  a  residual  American  secret 
seems  to  operate.  Some  of  America's 
most  agreeable  qualities  are  evident 
here:  courtesv  and  fairness,  honestv,  a 
capacity  for  innovation,  hard  work,  in- 
tellectual adventure  and  responsibility. 
If  it's  all  here,  and  Minnesotans  think 
it  is,  there  have  to  be  some  reasons 
for  it." 

The  Land 

To  begin  with,  there's  the  land.  Min- 
nesota is  a  big  state,  the  12th  largest, 
with  84,068  square  miles.  The  popula- 
tion is  about  4  million,  20th  in  the 
nation.  The  basic  geological  features 
include  the  Great  Lakes,  formed 
11,000  years  ago  when  the  last  glacier 
retreated.  The  westernmost  point  of 
these  inland  seas  is  on  Lake  Superior, 


where  the  port  city  of  Duluth 
is  located. 

The  glacier  also  formed  the  fertile 
farmlands  of  southern  Minnesota, 
pushing  the  topsoil  before  it.  And  it 
scoured  the  earth  in  northern  Minne- 
sota to  uncover  a  wealth  of  valuable 
minerals.  A  final  glacial  bequest  was  the 
melting  of  the  ice  to  form  not  only  the 
Great  Lakes  but  also  the  Mississippi, 
the  Red  River  of  the  North,  more  than 
15,000  lakes  and  25,000  miles  of  streams 
and  rivers.  They  provide  a  vital  re- 
source for  both  agriculture  and  busi- 
ness, as  well  as  more  miles  of  rec- 
reational shoreline  than  the  states  of 
California  and  Oregon  combined. 

The  People 

The  earliest  permanent  settlers  in 
Minnesota  were  Yankee  traders  from 
New  England.  They  were  followed 
by  great  waves  of  immigration  from 
Europe.  First  came  the  Germans  — 
after  the  Revolution  of  1848  —  then  the 
Scandinavians  and  Irish,  lured  by  the 
Homestead  Act  of  1862  and  James  J. 
Hill's  need  of  their  labor  to  help  lay 
the  tracks  and  farm  the  land  along 
the  right-of-way  of  his  great  railroad 
empire.  Smaller  groups  of  Poles,  Slavs, 
Baits,  Jews  and  Blacks  followed.  And 


though  the  Scandinavian  strain  pre- 
dominates, all  the  new  settlers  brougl 
with  them  an  almost  religious  belief  i; 
education  and  civic  responsibility. 

Education 

Few  states  exceed  the  quality  and 
variety  of  educational  experience  that) 
Minnesota  offers.  Eighty-five  per  cent 
of  the  state's  students  graduate  high 
school  —  more  than  90%  if  completion 
of  a  high  school  education  equivalent; 
is  taken  into  account. 

Nearly  50%  of  high  school  graduate 
pursue  some  form  of  higher  educatioi 
Minnesota  has  seven  4-year  colleges, 
18  public  community  colleges,  five  pril 
vate  junior  colleges  and  24  private 
4-year  colleges. 

The  University  of  Minnesota  is  the 
largest  in  the  state  and  seventh  larges 
in  the  country,  with  four  state  campul 
and  12  experimental  and  branch  sta- 
tions. In  1965-75,  the  "U"  was  11th 
among  the  nation's  universities  in 
conferring  doctorates. 

The  president  of  the  University  of 
Minnesota  is  the  highest  paid  public 
official  in  the  state.  The  university's  I 
Institute  of  Technology,  School  of 
Technology  and  Agricultural  Extensio 
are  among  the  departments  national!1 


ind:  a  heritage  from  the  glacier. 


ipplier  of  the  Thanksgiving  table. 


We've  been  flying  over  and  around  Minnesota 
lakes  for  thirty  years.  But  Minnesota  is  more  than 
just  another  destination  to  us.  It's  our  home. 

We've  grown  right  along  with  Minnesota.  And 
we  now  serve  more  of  America  than  any  other 
airline.  That's  right.  We  join  more  American  cities 
than  any  other  airline. 

We're  still  growing,  too.  Last  year  alone  we 
started  over  thirty  new  nonstop  routes.  We've 
started  more  this  year ...  like  our  new  Twin  Cities- 
Seattle/Tacoma  nonstop  service.  More  new  service 
is  in  the  wings,  too.  . 

The  next  time  you're  headed  our  way,  join  us. 
See  what  makes  us  Minnesota's  high-flying  airline. 


REPUBLIC 

T^~~  AIRLINES 


Joining  more  of  America 
than  any  other  airline. 


recognized  for  excellence.  The  U  has 
helped  to  produce  seven  Nobel  prize 
winners  and  to  achieve  breakthroughs 


in  the  development  of  Salk  vaccine, 
open  heart  surgery  and  cholesterol 
research.  Research  in  blight  resistant 
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Looking  Good! 

You  sure  do.  in  Grand  Slam""1 
knit  shirts.  The  famous 
Penguin*  shirts  worn  by  golf 
pros  like  Keith  Fergus.  You 
don't  have  to  be  a  pro  to 
appreciate  why.  Here's  all 
the  fit,  comfort  and  easy- 
going style  a  knit  shirt  can 
give  you.  At  Grand  Slam 
prices  that  look  even  better. 
Go  for  Grand  Slam  shirts. 
Looking  good  —  every 
casual  time. 


SRANO  SCAM.  PENGUIN  and  me  Penguin 

ye  registered  trademarks  o(  Mun  sing  wear  inc. 


GRAND  SLAM 


northern  food  crops  and  the  conversion 
of  taconite  to  iron  ore  have  not  only 
been  beneficial  economy  but  of  truly 
universal  significance. 

Minnesota's  33  vocational-technical 
schools  have  an  enrollment  of  nearly 
30,000.  Each  year,  they  turn  out  more 
than  1,000  graduates  who  find  jobs  in 
the  state's  electronics  industry  alone. 
Expenditures  for  vocational  education 
are  third  highest  in  the  country,  and 
Minnesota  ranks  fourth  in  per  capita 
state  expenditures  for  all  forms 
of  education. 


Cultural  Life 

Over  the  past  few  years,  private 
donors  have  contributed  some  $70  mil 
lion  to  arts  organizations,  and  Min- 
neapolis-St.  Paul  has  more  theater 
goers  per  capita  than  New  York  City. 

In  November  of  1979,  63  theatrical 
productions  were  ready  for  the  winter 
season  in  the  metropolitan  area,  not  in 
eluding  performances  by  local  colleges 
universities  or  high  schools.  The  Tyrol 
Guthrie  Theater  in  Minneapolis  plays 
an  average  of  9,200  people  weekly  dui 
ing  its  annual  39  weeks  run.  Because 
the  Twin  Cities  supports  six  equity 
theaters,  aspiring  players  from  around 
the  country  come  here  to  begin  their 
careers.  And,  of  course,  the  companie 
in  the  metropolitan  area  have  helped 
spawn  theater  groups  in  other  com- 
munities as  well  as  straw  hat  companj 
throughout  resort  areas  of  the  state. 

Minnesotans  support  symphony 
orchestras  in  the  Twin  Cities,  Rochesw 
and  Duluth.  The  Minnesota  Orchestra 
directed  by  Neville  Marriner,  is  one  ol 
the  country's  major  symphonies  and 
performs  in  the  acoustically  superb 
Orchestra  Hall  in  downtown  Minneap 
olis  and  O'Shaughnessv  Auditorium 
in  St.  Paul.  The  St.  Paul  Chamber  Or- 
chestra, under  Pinchas  Zukerman,  is 
another  nationally  celebrated  classical 
group.  Each  year  the  Metropolitan 
Opera  makes  one  of  its  few  stops  out 
side  New  York  City  in  the  Twin  Citiesi 

Minnesota  is  rich  in  visual  arts  as 
well.  Tweed  Gallery  houses  an  impor- 
tant permanent  art  collection  in  Dulut 
In  St.  Paul,  the  newest,  most  exciting 
experimental  art  form  is  found  at  the  | 
Science  Museum  of  Minnesota  and  th 
William  L.  McKnight-3M  Omnitheatei 
Walker  Art  Center  in  Minneapolis  hac 


distinction  .of  presenting  the  initial 
isso  Legacy  exhibition.  Just  a  mile 
ly  from  the  Walker,  the  Minneapolis 
:itute  of  Arts  houses  what  is  perhaps 
finest  Rembrandt  in  the  country, 
icretia,"  as  well  as  a  wealth  of  old 
>ters,  Chinese  jades,  and  Japanese 
its,  Flemish  tapestries  and  bronzes. 


tdoors  and  Recreation 
nting  and  Fishing 

top  a  Minnesotan  on  the  street  and 
a  good  bet  that  he  or  she  will  be  car- 
ig  a  Minnesota  fishing  license.  One 
hree  does.  Minnesota  ranks  first  in 
il  hunting  licenses  issued  and  second 
otal  fishing  licenses  based  on  per- 
tage  of  population.  Anglers  manage 
:atch  some  25  million  fish  annually  in 
vnesota.  Nearly  20  fish  are  caught  for 
ry  license  issued.  More  than  six  per- 
t  of  the  state's  surface  is  covered  by 
:er,  a  greater  area  than  any  other 
e  in  the  country-  More  than  95  per- 
t  of  Minnesotans  live  within  five 
es  of  recreational  waters, 
he  state's  deer  population  has  been 
mated  by  experts  at  more  than 
,000.  Hunter's  success  ratios  have 

as  high  as  44  percent, 
i  the  fall,  the  finest  duck  hunting  in 

United  States  can  be  found  in  Min- 
ora. About  25  percent  of  all  the  birds 


The  Vikings  repel  boarders. 

taken  along  the  14  state  Mississippi  fly- 
way  are  taken  in  Minnesota.  That's  one 
million  birds  more  than  the  entire  yield 
of  the  Atlantic  flyway. 

Major  League  Sports 

Spectator  sports  have  become  a 
popular  year-round  activity  for  Minne- 
sotans. University  of  Minnesota  teams 
have  long  been  stalwarts  in  the  Big  Ten 
Conference.  In  1961,  they  were  joined 


by  major  league  professional  sports. 
The  Minnesota  baseball  Twins  and  Min- 
nesota football  Vikings  will  soon  be 
competing  in  a  $55  million  domed  sta- 
dium in  downtown  Minneapolis.  The 
Minnesota  Kicks  play  soccer  at  Metro- 
politan Stadium,  next  door  to  the  Met- 
ropolitan Sports  Center,  home  of  the 
North  Stars  of  the  National  Hockey 
League. 

Individual  Sports — 
Year-round  Panorama 

Everybody  in  Minnesota  seems  to  be 
into  something.  The  jogging  craze  has 
created  a  municipal  crisis  of  sorts  in  the 
Twin  Cities  as  jogging,  roller  skaters, 
and  walkers  have  staged  a  friendly  com- 
petition for  use  of  municipal  parkways. 

Minnesotans  own  565,000  boats  to 
fish,  paddle,  row,  sail,  motor,  waterski, 
and  loaf  in.  Only  Michigan  has  more. 
There's  nearly  one  snowmobile  for  ev- 
ery ten  Minnesotans.  And  Minnesotans 
are  crazy  over  horses,  too.  Except  for 
Los  Angeles  County  in  California,  Hen- 
nepin County,  where  Minneapolis  is  lo- 
cated, has  more  horses  than  any  other 
county  in  the  country. 

Tourism 

Tourism  is  big  business  in  Minnesota, 
generating  close  to  $2  billion  in  income 
for  the  state.  Minnesota  has  nearly 


Minnesota  Orchestra:  Symphony  of  the  first  rank. 
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1111100100100101 

1111111100600000 

0001000100111110 
0001011001001010 
0000101101001010 

1111101010000011 

1110001100110101 
1101011011100011 
1110001100060101 

1111101006111001 

0000001010011010 
1111110011116011 
0000101011010100 
0010011110110000 

0010116110011000 
0061110011001010 
0061100101010160 

0001111001100110 
0001001100010100 
0000001100110100 
0000101010100110 
0001010110011110 
0000010101000111 
DA1010101 1001001 

1111111101100011 

1111101010011011 
1111100101110001 

0000100010001100 
0001011000011100 
0001000101601110 

0000001100111111 
1110111100110011 
1101 101010100001 
1101100110100001 
1110111010010101 
0000000101101110 
1111111101000111. 

1111111101600110 

0001101001101000 
0010111101001100 

0010010100010010 
6001011100111110 
0001110101100000 
0061101110101100 
00001001 11000100 
0000010061111000 

0001001000100110 
0001000011010000 


•M 1100 11000 1000 1 

tnioioliiooiiii 
6600111001606010 
66oiibioii1o1oio 
0001011110101000 
0000100010001110 
1111006001011601 

1101100100161101 

1101110000101101 
111 16106101 16011 

1111100110101001 

1111060011011001 
11111110000Q0000 
0001116111101000 

0010100110111100 
0001 110000100100 
0001110100101110 

0016001110001010 
0001011111111100 
0000101111110110 
0600111110110010 

0001101010001110 
0000111010010010 
1111000001101111 

1110611000100101 

111100101111111^ 

1111010111011011 

1110101110100101 
1110100101010011 

1111010001060001 

000000000 1 00 1 1 00 
1111101011101101 
1111010000100111 
0000000111001100 
0001001111011110 
0001101101011100 
0001011110111100 

0000010100100011 

1110010101110101 
1101001111100011 
1110001000011011 

11101 1.1.111001011 

1110001010011111 
1110100000000011 

1111011101110101 
1111000101110001 
1110011111011101 
1110111100000101 
111I61 10001 11011 
1111100111110101 
1111001100010001 
1111010111001111 

0060111001000010 

0001101011101010 

0001011110101000 

0000100010001110 
1111000001011001 
1101100100101101 
1101110000101101 
1111010010110011 

1111160110101001 

1111000011011001 
1111111000000000 

0001110111101000 

0010100110111100 
0001110000100100 
0A01 110100101 110 

0010001110001010 
0001011111111100 
0000101111110110 
0000111110110010 
0001101010001110 
0000111010010010 
1111000001101111 
1110011000100101 

1111001011111111 
1111016111011011 

1110101110100101 
1110100101010011 
1111010001000001 
0000000001001 100 
1111101011101101 
1111010000100111 
0000000111001100 
0001001111011110 

6001101101011100 

0001011110111100 
0000010100100011 
1110010101110101 
1101001111100011 
1110001000011011 


1101011011100011. 
111000,1100000101 

1111101000111001 

000600101001 1010 
1111H00111106I1 
6006101011010100 
001001 11I0116000 

0010110110611000 

0001110011001010 

0001100101010100 

0001111001100110 

000100110001D100 
060000 1 1 00 1 1 0 1 00 
0600101010100110 

00010101100111 10 

0000010101000111 
111010101 160^001 

1111111,1 01100011 

1111101010011011 

1111160101110001 
0000 1 600 1 0001 1 00 
0001011000011100 
0001000101001110 

006600 11 00 1I11 11 

1110111100110011 
1101101010100001 

1101160110100001 

1110111010010101 

0000000101101110 
1111111101600111 

1111111101000110 

0001161001101000 
0010111101601100 

0010010100010010 
0001011100111110 
0001110101100000 

6001101110101100 

0000100111000100 
00000 1 000 11 1 1000 
0001001000100110 
0001000011010000 
1111Q11100101101 

1111110100100101 
1111100100100101 
1111111100000000 
0001000100111110 
0001011001001010 
0000101101001010 
1111101010000011 
1110001100110101 
1101011011100011 
1110001100000101 

1111101006111001 

0000001010011010 
1111110011110011 
0000101011010100 

0010611110110000 

0010110110011000 
0001110011001010 

0061100101010100 
0001111001100110 

0001001 1000 101 00 
0000001100110100 

0000101010100110 

0001010110011110 
0000010101000111 
DA1010101 1001001 

1111111101100011 

1111161010011011 

1111100101110001 

0000100010001100 

0001011006011100 
0001000101001110 
0000001100111111 
1110111100110011 
1101101010100001 

1161100110100001 

1110111010010101 
0000000101101110 
1111111101000111 

1111111101000110 
0001101001161000 

0010111101001100 
0010010100010010 
0001011100111110 
0001110101100000 
0001101110101100 
0000100111000100 
0000010001111000 
0001001000100110 

0001060011010000 


1101011101001111 

1110100001111111 
1111111011011100 

0000000011110101 

1111110100001111 
0001001010100010 
0010110011110000 
0010101001011000 
0001100110010010 
0001101100001010 
0001110100011010 
0000111010111000  / 
0000001010001010 
0000111010111100 
0001010010101010 
1111111010001001 
11ip010100000111 

1111111010101111 

1111100110611001 
1111101101011101 

0000110110010010 
000 101 1 1 00000 100 

0000111011010010 

1111111101000111 

1110100101011111 

1101011110101101 

1101110111011001 

1111010001101111 
0000001011101110 
1111110111010101 
0000010011101110 
00 1 0000 1 0 1 000 1 1 0 
0010111100110010 
001 000000 1 1 00000 
0001011100111110 

0001111010011100 

00011 00000000 100 
0000010111010110 
00000 111001 00 1 00 
0001010101001110 
0000101110101000 
1111000000111101 

1111101111010011 
1111100011101001 

0000001110110000 

00010.10010000100 
0001010001010010 
0000011110011100 

1111010011001101 
1101111010060111 
1101011101001111 

1110100001111111 
1111111011011100 
0000000011110101 
1111110100001111 
0001001010100010 
0010110011110000 
0010101001011000 
0001100110010010 
0001101100001010 
0001110100011010 
0000111010111000 
0000001010001010 
0000111010111100 
0001010010101010 
1111111010001001 
DUM  010100000111 

1111111010101111 
1111100110011001 

1111101101011101 

0000110110010010 

oooipmoooooioo 

0000111011010010 
1111111101000111 

1110100101011111 

1101011110101101 
1101110111011001 

1111010001101111 

0000001011101110 
1111110111010101 
0000010011101110 
0010000101000110 

0010111100110010 

00 1 000000 1 1 00000 
0001011100111110 
0001111010011100 
0001100000000100 

0006010111010110 
0000011100100100 

0001010101001110 
0000101110101000 


1  n  loonuuuiuuui 
1111010111001111 

0000111001000010 
0001 10101 1 101010 
0001011110101000 
0000100010001110 
1111000001011001 
1101100100101101 
1101110000101101 

1111010010110011 
1111100110101001 

1111000011011001 
1111111000000000 

0601110111101000 

0010100110111100 
0001110000100100 
0001110100101110 

0010001110001010 
0001011111111100 
0000101111110110 
0000111110110010 
0001101010001110 
0000111010010010 
1111000001101111 
1110011000100101 
1111001011111111 
1111010111011011 

1110101110100101 

1110100101010011 
1111010001000001 
00000000010011 00 
1111101011101101 
1111010000100111 
0000000111001100 
0001001111011110 
0001101101011100 
0001011110111100 
0000010100100011 
1110010101110101 
1101001111100011 
1110001000011011 
1110111111001011 

1110001010011111 
1110100000000011 
1111011101110101 
1111000101110001 
1110011111011101 
1110111100000101 
111101 1000111011 
1111100111110101. 
1111001100010001 
1111010111001111 

0000111001 0000 1 0 

0001101011101010 

0001011110101006 

0000100010001110 

1111060001011001 

1101100100101101 
1101110000101101 
1111010010110011 
1111100110101001 
111100001.1011001 
1111111000000000 
0001110111101000 

0010100110111100 

0001110000100100 
0001110100101110 

0010001110001010 
0001011111111100 
6000101111110110 

0000111110110010 
0001101010001110 
0000111010010010 
1111000001101111 
1110011000100101 

1111001011111111 

1111010111011011 

1110101110100101 

1110100101010011 
1111010001000001 
000000000 1 00 1 1 00 

1111101011101101 

1111010000100111 
0000000 1 1 1 00 1 1 00 
0001001111011110 

0001101101011100 

0001011110111100 
00000 10100100011 
1110010101110101 

1101001111100611 

1 1 1000100001 1011 


1101011011100011 
1110001100000101 
1111101000111001 
0000001010011010 
1111110011110011 
0000101011010100 
0010011110110000 
0010110110011000 
0001110011001010 
0001100101010100 

0001111001106110 

0001001100010100 

0000001100110100 
0000101010100110 

0001010110011110 
0000010101000111 
1110101011001001 

1111111101100011 
1111101010011011 
1111100101110001 
0000100010001100 
0001011000011100 
0001000101001110 
0000001100111111 

1110111106110011 

1101101010100001 
1101100110100001 
1110111010010101 
0000000101101110 
1111111101000111 
1111111101000110 
0001101001101000 
0010111101001100 
0010010100010010 
Q001011100111110 
0001110101100000 
0001101110101100 
0000100111000100 
0000010001111000 
0001001000100110 
0001000011010000 
1111011100101101 

1111110100100101 
1111100100100101 
1111111100000000 
0001000100111110 
000101 1001001010 

0000101101001010 

1111101010000011 
1110001100110101 
1101011011100011 
1110001100000101 
1111101000111001 
0000001010011010 
1111110011110011 
0000101011010100 
0010011110110000 
0010110110011000 
0001110011001010 
0001100101010100 

0001111001100110 

0001001100010100 
0000001100110100 
0000101010100110 

6001010110011110 

0000010101000111 
1110101011001001 

1111111101100011 
1111101010011011 
1111100101110001 
0000100010001100 

0001011000011100 

0001000101001110 
0000001100111111 

1110111100110011 

1101101010100001 

1101100110100001 

1110111010010101 
0000000101101.110 
1111111101000111 
1111111101000110 

6001101001101000 

0010111101001100 
0010010100010010 
0001011100111110 
0001110101100000 
0001101110101100 
0000100111000100 

00000 1 000  mi  000 

0001001000100110 
0001000011010000 


1101011101001111 

1110100001111111 

1111111011011100  I 

0000000011110101  I 

1111110100001111  I 

0001001010100010  I 

0010110011110000 

0010101001011000 

0001100110010010 

0001101100001010 

0001110100011010 

0000111010111000 

0000001010001010 

0000111010111100 

0001010010101010 

1111111010001001 

1110010100000111 

1111111010101111 
1111100110011001 
1111101101011101 
0000110110010010 
0001011100000100 
0000111011010010 
1111111101000111 
1110100101011111 
1101011110101101 
1101110111011001 
1111010001101111 
0000001011101110 
1111110111010101 
0000010011101110 
0010000101000110 
0010111100110010 
0010000001 100000 
0001011100111110 
0001111010011100 
000 1 1 00000000 1 00 
0000010111010110 
0000011100100100 
0001010101001110 
0000101110101000 
1111000000111101 

1111101111010011 
1111100011101001 

0000001110110000 

0001010010000100 
0001010001010010 

0000011110011100 

1111010011001101 
1101111010000111 
1101011101001111 
1110100001111111 
1111111011011100 
0000000011110101 
1111110100001111 
0001001010100010 
0010110011110000 
0010101001011000 
0001100110010010 
0001101100001010 
0001110100011010 
0000111010111000 
0000001010001010 
0000111010111100 
0001010010101010 

1111111010601001 

1110010100000111 

1111111010101111 

1111100110011001 
1111101101011101 

0000110110016010 

0001011100000100 
0000111011010010 
1111111101000111 
1110100101011111 
1101011110101101 
1101110111011001 

1111010001101111 

0000001011101110 
1111110111010101 
0000010011101110 
0010000101000110 
0010111100110010 

00 1 000000 1 1 00000 

0001011100111110 
0001111010011100 
0001 100000000100 
0000010111010110 

0000011100100100 

0001010101001110 
0000101110101000 


These  are  the  first  four  notes 
of  Beethoven's  Fifth  Symphony. 
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bu  ve  never  seen  musical  notes  like  these 
efore,  because  they've  never  been  record- 
ed like  this  before.  The  3M  Digital  Mastering 
iystem  actually  uses  a  computer  to 
3Cord  every  nuance  of  the  music.  So  when 
9produced,  every  note  can  be  heard 
/ith  uncanny  crispness  and  clarity. 

tearing  is  something  we  pay  a  great 
leal  of  attention  to  at  3M.  It's  not  just  the 
3Chnology  of  hearing  that  concerns  us, 
iut  the  business  of  hearing. 


By  listening  to  people  s  needs,  we've 
responded  with  new  ideas  and  innovative 
products  like  our  Digital  Mastering  System. 
It's  a  product  that  not  only  advances  the 
recording  industry  but  is  a  step  forward  in 
computer  technology. 

In  fact,  3M  has  advanced  over400  products 
in  the  communication  arts  field  alone. 


If  you  think  you  might  have  an  application 
for  our  technolog  ies  and  products,  write  us 
today  for  a  free  3M  Communication  Arts 
Brochure:  Department  080206/3M, 
P.O.  Box  4039,  St.  Paul,  MN  55104. 

Or  better  yet,  let  us  hear  from  you  right  now. 
Call  toll-free:  1-800-323-1718,  Operator 
368.  (Illinois  residents  call  1-800-942-8881) 

3M  hears  you... 


3M 


Duluth:  U.S.  Steel.  Minnesota  produces  71%  of  the  nation's  iron  ore  needs. 


2,000  resorts.  Surrounded  by  nature's 
glory,  Minnesotans  are  outdoor  people. 
At  least  35  percent  of  them  customarily 
vacation  within  their  own  state,  while 
attracting  three  million  more  out-of-state 
visitors  annually.  In  addition  to  being 
able  to  select  from  resorts  for  every 
pocketbook,  tourists  can  choose  from 
21,000  privately  operated  campsites. 
There  are  8,500  campsites  in  state  and 
national  forests  on  four  million  acres 
of  recreational  park  and  campgrounds, 
two  million  acres  of  water,  32  downhill 
ski  areas,  and  8,000  miles  of  marked 
and  groomed  snowmobile  trails. 

Minnesota  ranks  eighth  in  the  nation 
in  number  of  state  parks  in  recreational 
areas,  and  well  above  the  national  aver- 
age in  total  public  recreational  acres  and 
state  expenditures  on  natural  resources. 

Health  and  Medicine 

According  to  life  insurance  studies, 
Minnesotans  have  the  longest  life  ex- 
pectancies in  the  country.  Even  getting 
into  the  world  is  safer  in  Minnesota,  for 
it  has  one  of  the  lowest  infant  mortality 
rates  of  any  state.  Minnesota  is  well 
above  average  in  doctors  and  dentists 
per  capita,  In  a  Midwest  Research  Insti- 
tute study,  Minnesota  was  ranked  num- 
ber one  of  all  the  50  states  in  health 
and  welfare. 

The  Mayo  Clinic  in  Rochester  has 
more  than  750  full-time  staff  physicians 
of  every  known  medical  specialty.  Peo- 


ple come  from  all  over  the  world  to 
receive  treatment  at  the  Mayo  Clinic, 
which  is  synonymous  with  the  ultimate 
in  medical  care. 

Business  and  Industry 

Minnesotans  have  to  be  forgiven 
for  a  Texas  size  boast  if  they're  proud 
of  pointing  out  that,  according  to  a 
1979  NEW  YORK  TIMES  article,  there 
are  more  millionaires  per  capita  in 
Minnesota  than  in  Texas. 

Minnesota  has  been  fortunate 
economically.  Part  of  the  state's 
prosperity  has  been  an  accident  of 
geography.  There  are  rich  mineral  re- 
sources in  the  north  and  fertile  farm- 
lands in  the  south.  The  state's  prin- 
cipal economic  activities  are  fast 
growing  and  well  positioned  to  take 
advantage  of  the  economic  trends  of 
the  1980s.  Diversification  has  enabled 
Minnesota  to  weather  most  economic 
storms  without  serious  damage  be- 
cause no  single  industry  exclusively 
dominates  in  the  state. 

Minnesota  is  thought  of  as  a  high 
service,  high  tax  state.  The  high  tax 
image  may  be  somewhat  exagger- 
ated, for  though  personal  income 
taxes  are  high  (but  remember  those 
millionaires),  the  state  ranks  8th  in 
overall  taxes  and  23rd  in  real  estate 
taxes  annually. 

Minnesotans  tend  to  tax  them- 
selves as  much  as  the  government 


taxes  them.  Forty-five  of  the  largest 
companies  in  the  Twin  Cities'  area 
contribute  five  percent  of  their  profits 
before  taxes  to  social  undertakings. 
Annual  reports  abound  with  sections 
on  corporate  social  responsibility. 

Minnesota's  smaller  cities  have 
also  been  pioneers  in  business  de- 
velopment. The  first  local  business- 
industrial  development  corporation 
was  established  in  Albert  Lea.  The 
state  now  has  more  than  200  de- 
velopment corporations,  leading 
the  nation  in  the  creation  of  new 
job  opportunities  through  such 
organizations. 

The  Minnesota  work  force  is  stable 
and  productive.  Three  out  of  four 
Minnesotans  own  their  own  homes  — 
well  above  the  national  average. 
Minnesota  church  membership  is 
70  percent,  again,  way  above  the 
national  average.  Unemployment  has 
historically  run  below  the  national 
figure. 

Manufacturing 

Since  1950,  Minnesota  has  generated 
more  income  from  manufacturing  than 
from  farming.  Over  300,000  people 
are  employed  by  manufacturing  firms 
in  Minnesota.  Minnesota's  electronic 
equipment,  plastics,  paper,  wearing  ap 
parel,  coated  products,  control  apparat 
us,  skiis,  snowmobiles,  lawn  mowers, 
farm  machinery  and  heavy  industrial 
machines  are  sold  throughout  the 
world.  Between  1972  and  1976,  the  last 
date  for  which  figures  are  available, 
the  state  showed  the  second  highest 
gain  in  the  value  of  shipments. 

In  export  trade  manufactured  goods 
make  up  nearly  $3  billion.  The  state 
ranks  16th  in  manufactured  exports.  Pe 
capita  value  of  manufactured  exports 
exceeded  the  national  average.  Betwee 
1969  and  1976,  Minnesota  manufacture! 
exports  grew  by  219  percent,  again 
exceeding  the  national  average. 

Agriculture 

Minnesota  agriculture  employs  nearl 
30  percent  of  the  state's  work  force, 
both  directly  on  the  farm  and  in  agri- 
culture related  activities.  Even  with 
economic  diversification  it  is  the 
state's  largest  industry. 

Minnesota  is  number  one  nationally 


Even  without 
our  tower, 
IDS  would  have 
a  lot  of  stature. 

If  we  didn't  have  our 
tower,  we'd  still  have  a 
network  of  over  3000  rep- 
resentatives coast  to 
coast.  And  1500  em- 
ployees in  our  Minne- 
?  apolis  home  office 
We'd  still  have  157  divi-Lj 
sional  offices,  including  I 
5  right  here  in  Minne- 
sota. Wed  still  have  a 
company  with  over  40 
products  and  services 
to  help  you  manage  1? 
money.  And  countless  ^Jf 
ideas  to  help  you  use* 
t  these  products  and  serv- 
ices to  full  advantage. 
Wed  still  have  the  exper- 
tise to  help  with  both 
your  personal  and  busi- 
ness financial  planning. 
We'd  still  have  a  reputa- 
tion for  integrity  that  (|; 
has  been  growing  stead- 
ily throughout  our  87 
years.  And  will  continue 
>fio  growforagoodrnanv 
more.  Come  to  think  of 
it,  with  all  that  we  have 
going  for  us,  it's  no, 
wonder  we  have  ther 
-  tallest  building  be 
tween  Chicag< 
and  Califorr 


For 


ideas  to  help  you  reach  your  financial  goals,  contact  your  local  IDS  representative  or  call  800-447-4700 
(In  Illinois,  800-322-4400).  In  Alaska  and  Hawaii,  write:  IDS,  IDS  Tower,  Dept.  3360F, 

Minneapolis,  MN  55402. 


(IDS)  IDEAS  TO  HELP  YOU  MANAGE  MONEY 


Since  1894 


you  need  a  money  center  bank, 
but  don't  want  to  leave  home, 
you  want  First  Bank  Minneapolis 


jur  company  is  growing, 
ing.  Expanding.  On  the 
You  need  a  big  bank.  A 
'ith  resources  extensive 
t  to  meet  your  needs, 
lere's  no  need  to  go  very  far 
ist  pick  up  the  phone  and 
it  Bank  Minneapolis.  We 
[25-year  history  of  success 
orate  banking.  It's  a  history 
ving  what  you  want  from  a 
ite  bank— and  having  the  ex- 
e  and  capacity  to  provide  it. 

Size  and  Capacity 

>u  want  a  bank  that's  the 
le  for  you.  First  Bank 
ipolis  is  the  largest  bank  in 
ink  System,  a  $13.5  billion 
Did  ing  company.  This  gives 
apacity  to  do  virtually 
\g  and  everything  a  major 
center  bank  can  do. 
k  have  the  resources  and 
ation  to  structure  and 
large,  complicated  credit 
es,  as  well  as  provide  other 
sophisticated  services  such 
management,  leveraged 
and  international  trade 


Top  Management  Involvement 

You  want  a  bank  where  top 
management  knows  your  company. 

You  can  count  on  us  to  help 
you  plan  your  strategies  for  growth 
and  to  help  finance  this  growth, 
and  give  you  all  the  attendant 
credit  and  non-credit  products 
and  services  you  need.  You  can 
also  be  sure  that  our  top  officers 
are  committed  to  providing  pre- 
cisely the  right  mix  of  bank  people 
and  resources  for  your  business. 

Dependability 

You  want  a  bank  you  can  de- 
pend on  even  when  the  economic 
times  aren't  the  best  of  times. 

At  First  Bank  Minneapolis, 
dependability  means  "relationship 
banking."  We  see  ourselves  as  your 
financial  partner.  We've  never 
been  a  "cut  and  run"  or  an  "in  and 
out"  bank.  And  after  125  years, 
we're  not  about  to  start  now. 

Operational  Efficiency 

You  want  a  bank  geared  to 
maximizing  efficiency  and  min- 
imizing mistakes. 

You've  got  it  at  First  Bank 
Minneapolis.  We  employ  state  of 
the  art  technology  and  people 
with  the  expertise  to  make  it  work 
to  your  advantage.  We  are  con- 
stantly keeping  our  technology 


ahead  of  the  times,  so  that  when 
you  need  it,  it's  already  there. 

High  Quality  Calling  Officers 

You  want  a  banker  who  under- 
stands your  business,  the  economy  of 
your  area  and  your  competitive 
marketplace. 

Our  calling  officers  live  here. 
They  know  the  lay  of  the  land,  the 
people,  the  problems.  So  they  can 
provide  you  with  service  on  the 
spot— without  either  one  of  you 
being  dependent  on  an  airline 
ticket. 

Our  calling  officers  are  corpo- 
rate bankers  with  the  knowledge 
and  experience  to  solve  business 
problems  quickly.  And  they're 
backed  by  a  unique  combination 
of  systems  and  services  you'll  get  as 
a  First  Bank  Minneapolis  customer. 

So  the  next  time  you're  looking 
for  a  money  center  bank,  take  a  good 
look  at  First  Bank  Minneapolis.  There 
may  be  lots  of  reasons  to  travel  East 
or  West.  But  banking  isn't  one  of  them. 

Jillk  First  Bank 
flliP  Minneapolis 


Member  First  Bank  System 

First  Bank  Place.  Minneapolis.  Minnesota  55480, 
(612)370^1141 


We  are  what  you  want  a  bank  to  be. 


Member  FOIC 


in  sweet  corn  and  turkeys;  number 
two  in  oats,  sunflowers  and  American 
cheese;  third  in  flax  seed  and  pig  crop 
and  fourth  in  barley,  rye,  soybeans, 
milk  cows,  hogs  and  milk. 

Minnesota  is  number  two  in  sugar 
beets,  butter,  non-fat  dry  milk  and  total 
cheese  varieties. 

Minnesota  has  long  recognized  the 
opportunity  for  developing  world  mar- 
kets for  its  agricultural  products.  Since 
the  mid  1960s,  Minnesota  cooperative 
trade  missions  have  combed  the  world 
to  search  out  trade  opportunities. 

In  1970,  Minnesota's  total  agriculture 
export  sales  were  less  than  $275  million, 
representing  one-eighth  of  the  state's 
farm  production.  In  1980,  more  than 
one-third  of  Minnesota's  farm  products, 
worth  $2  billion,  were  exported. 

Though  Minnesota  has  long  been  a 
leading  farm  state,  growth  has  acceler- 
ated in  recent  years.  In  1970,  Minneso- 
ta's total  crop  production  was  estimated 
at  nearly  28  million  tons  of  field  har- 
vested food  and  fiber.  By  the  end  of  the 
decade,  Minnesota  farmers  harvested 
nearly  58  million  tons  of  field  crops, 
more  than  double  the  volume  of  1970. 

"To  get  an  idea  of  Minnesota's  agri- 
cultural productivity,"  the  state's  Com- 


missioner of  Agriculture  said,  "note  that 
though  the  state  ranks  15th  in  agricul- 
tural land  resources,  and  our  30.3  mil- 
lion acres  in  farms  still  represents  less 
than  three  percent  of  the  national  total, 
the  land  is  some  of  the  most  productive 
in  the  world.  Minnesota  annually  ranks 
as  high  as  second  and  no  less  than 
third,  behind  only  Iowa  and  Illinois,  in 
total  field  crop  tonnage.  Minnesota  has 
an  unmeasured  capacity  for  increased 
agricultural  production  to  meet  any 
existing  or  predictable  worldwide 
demand." 

Mining  and  Forestry 

When  the  high  grade  ore  of  Minneso- 
ta's Iron  Range  played  out  after  nearly  a 
century  of  mining,  more  than  a  billion 
dollars  was  invested  in  revitalizing  the 
industry  to  develop  taconite  as  a  source 
of  iron  ore. 

In  1980,  taconite  mined  in  Minnesota 
produced  71%.  of  the  nation's  iron  ore 
needs.  In  addition  to  the  wealth  of  iron 
ore,  large  deposits  of  copper  and  nickel 
ore  remain  untapped  in  the  northeast- 
ern portion  of  the  state. 

Minnesota's  annual  harvest  and 
secondary  manufacture  of  forest  prod- 
ucts is  valued  at  $1.5  billion.  Over  40% 


of  the  state  is  forested.  There's  enoug 
timber  to  cover  335,000  acres  with  a  n 
an  inch  thick,  or  cordwood  to  constru 
a  2  x  4  tower  of  timber  which  would 
reach  126,000  miles  past  the  moon. 

Transportation 

Two  of  the  world's  great  seaways,  r| 
Great  Lakes  and  the  Mississippi  River 
give  the  state  an  enormous  competing 
advantage  in  international  markets. 
Duluth,  on  Lake  Superior,  is  Minne- 
sota's world  port  and  one  of  the  ten 
busiest  in  the  country.  Each  year,  Min 
neapolis  and  St.  Paul  handle  almost 
15  million  tons  of  freight  on  the 
Mississippi  via  river  barge. 

Because  of  an  ideal  location  along  t| 
great  circle  route,  flying  time  to  LondJ 
from  the  Twin  Cities  International  Air) 
port  is  nearly  as  fast  as  it  is  from  New 
York.  Two  major  airlines,  Northwest 
Orient  and  Republic,  are  headquarters 
here.  It's  possible  to  have  breakfast  in 
the  Twin  Cities  and  lunch  in  New  Yoi] 
—  and  to  be  back  home  in  time  for 
dinner.  Minnesota  is  a  hub  of  the  air  | 
and  freight  lines. 

High  Technology 

The  roster  of  major  technology  firmil 
headquartered  in  Minnesota  reads  likfl 
blue  ribbon  list  of  some  of  the  largest 
and  best  known  companies  in  the 
world.  Three  of  them,  3M,  Honevwel]! 
and  Control  Data  are  FORBES  500  co| 
panies.  Control  Data  started  in  Min- 
neapolis just  25  years  ago  with  only 
$600,000  in  assets  and  now  is  the  159 1 1 
largest  company  in  the  country,  em- 
ploying over  57,000  people  worldwide! 
with  sales  over  $2  billion.  Honeywell,! 
the  79th  largest  company,  has  sales  of 
over  $4  billion  and  3M,  the  51st  largesi 
company,  has  sales  of  nearly  $5.5 
billion. 

Other  well-known  high  technology 
names  include  Cray  Research,  Sperry 
Univac,  Data  Card  and  CPT  Corpora- 
tion. The  area's  total  of  over  170  high 
technology  companies  provide  emplo)| 
ment  for  nearly  100,000  Minnesotans. 

Among  all  United  States  metropolis 
areas,  the  Minneapolis-St.  Paul  area 
ranks  eighth  in  the  percentage  of  scieil 
tists  per  1,000  population  (6.7  percent)! 
In  the  highly  technical  field  of  compul 
ers,  Minnesota  ranks  fourth  in  value 


IBM  AND  XEROX  GET 
YOUR  WORDS  ON  PAPER. 


KROY  GETS  THEM  READ. 


IT  S  THE  FAST,  ECONOMICAL  KROY 
LETTERING  MACHINE  THAT  PRINTS 
TYPE  ON  TAPE  FOR  JUST  PENNIES 

A  WORD  .  Together  with  your  office 
copier  and  typewriter,  Kroy  lettering  turns 
ordinary  paperwork  into  impressive, 
professional-looking  printed  materials. 
Quickly  and  inexpensively. 

How?  Just  turn  the  machine's  typedisc 
to  the  desired  letter  and  press  the  print  button. 

Peel  the  tape  from  its  backing,  position  the  lettering 


on  an  original  and  you're  ready  to  make  copies.  The  tape 
will  disappear  without  a  trace  or  shadow.  All  you'll  see  on 
your  copies  is  clean,  neat,  professional  lettering.  You  can 
use  Kroy  lettering  to  enhance  the  look  of  typed  memos 
and  reports,  charts,  graphs,  sales  letters,  presentation 
materials— all  your  visual  communications.  It  even  works  on 
original  artwork  for  slides  and  overhead  transparencies. 
With  Kroy  lettering,  anyone  can  print  m  20  different 
typestyles  quickly,  easily  and  inexpensively 

Best  of  all,  the  Kroy  lettering  machine  costs  just  $395* 
to  $695*  depending  on  the  model  you  choose. 

KROY  LETTERING  MAKES  THE  DIFFERENCE. 

Compare  the  two  reports  pictured  above.  One 
was  prepared  using  Kroy  lettering  for  the  headings  and 


captions,  the  other  simply  typed  and 
copied. 

Which  would  you  rather  put 
%f      your  name  on?  If  you  chose  the  report 
on  the  right,  you're  not  alone.  In  fact, 
many  of  the  Fortune  500  Companies  now 
use  Kroy  lettering  m  their  offices. 
For  more  information,  simply 
complete  and  return  the  coupon  below.  Or 
call  Toll-Free  1-800-328-1306  (In  Minnesota, 
phone  612-770-7150.)  We'll  send  you  our  latest 
full-color  brochure  and  a  free  sample  of 
Kroy  lettering. 

Let  us  show  you  what  Kroy  lettering  can  do  for  your 
words.  Call,  or  mail  the  coupon  today. 

1-800-328-1306 

14451 


r  wiit\  Kroy  lettering 


GET  A  FREE  SAMPLE  OF  KROY  LETTERING 
AND  OUR  FULL-COLOR  BROCHURE. 


Name  

Company- 
Address  _ 


_Title - 


City  State  

In  order  lo  complete  your  request,  we 

must  have  your  telephone  number   / 


_Zip_ 


/ 


Area  Code/Number 

□  Please  send  me  a  free  sample  of  Kroy 
lettering  and  your  latest  brochure. 
Have  a  Kroy  representative  call  me  to 
arrange  a  no-cost,  no-obligation  evaluation 

□  Please  send  me  a  free  sample  of  Kroy 
lettering,  and  your  latest  brochure 

"Suggested  retail  price 


Best  Day/Time  to  call 
Mail  this  coupon  to 
Kroy  Industries  Inc 
PO  Box  43716 
St.  Paul.  Minnesota  55164 


KROY.J 


The  Twin  Cities  Area:  more  than  one 
billion  of  new  construction  underway. 


added  by  the  manufacturer  and  third  in 
employment.  Only  California  and  Mas- 
sachusetts employ  more  people  in  this 
vital  industry  than  Minnesota. 

Although  Minnesota's  manufactur- 
ed exports  are  varied,  "non-electric 
machinery,"  which  includes  comput- 
ers and  scientific  instruments,  alone 
accounted  for  $920  million  in  exports 
or  46  percent  of  all  manufactured 
exports  from  the  state. 

Energy 

Minnesota's  energy  sources  are  43 
percent  from  oil,  25  percent  from  gas, 
21  percent  from  coal,  10  percent  from 
nuclear  power  and  one  percent  from 
miscellaneous  sources.  The  state  is  now 
dependent  on  outside  supplies  for  cur- 
rent basic  fuels  other  than  wood  and 
forest  products. 


According  to  an  article  which 
appeared  in  the  Minneapolis  STAR  in 
1980,  "while  Minnesota  is  a  leader  in 
pursuing  alternative  sources  of  energy 

—  such  as  special  energy  crops,  wind, 
hydro-power  and  solar  heating  —  mosl 
experts  believe  the  state  will  remain 
substantially  dependent  on  outside 
energy  supplies  for  at  least  the  next 
several  decades." 

There  are  several  bright  spots  in  this 
picture.  Minnesota  is  well  supplied  wi 
dependable  electric  power.  Minnesota 
geographically  close  to  sources  of  coal, 
the  chief  source  of  electricity  in  this 
state.  Burlington  Northern,  headquar- 
tered in  St.  Paul,  owns  more  of  the 
country's  coal  reserves  — 11  billion  ton 

—  than  any  other  single  entity  besides  I 
the  United  States  government.  And  th 
state  has  7.2  million  acres  of  peat,  the 


Our  "A"  ratin 
unlocks 
lower 
interest 


for  you! 


PORT  AUTHORITY  OF 
THE  CITY  OF  ST.  PAUL 

25  West  Fourth  St.,  Suite  1305 
St.  Paul,  MN  55102 


Call  Us  Collect  (612)  224-5686 

Eugene  A.  Kraut,  C  UD.,*  Assistant  Executive  Vice  President 
Donald  G.  Dunshee,  C.I.O.,*  Director  of  Industrial  Development 
Bruce  A.  Maus,  Assistant  Director  of  Industrial  Development 

'Certified  Industrial  Developer 


ST.  PAUL  ENERGY  PARK 
A  new  concept 
for  a  new  age. 
Coming  Soon. 
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;est  reserves  in  the  lower  48  states, 
t  stand  mostly  undisturbed.  Several 
spects  to  stabilize  the  state's  energy 
plies  through  pipelines  are  in  var- 
>  stages  of  development.  Two  com- 
des,  one  of  them  Minnesota's  largest 
nery,  have  announced  plans  to  cre- 
a  pipeline  system  to  pump  an  addi- 
lal  130,000  barrels  of  oil  a  day  into 
state.  Another  proposal,  the  North- 
Tier  or  "All  American  Pipeline,"  a 
;e  project  that  would  run  1,500  miles 
n  the  West  Coast  to  Minnesota,  is 
in  early  stages  of  development. 

in  Cities  Metropolitan  Area 
he  Twin  Cities  seven  county  metro- 
itan  area  is  home  to  about  half  the 
dents  of  Minnesota.  It  is  the  15th 
;est  metropolitan  area  in  the  United 
:es  and  according  to  sales  and 


marketing  management  projections, 
only  six  major  metro  areas  are  expected 
to  grow  faster  in  the  next  five  years. 

Minneapolis-St.  Paul  has  the  highest 
percentage  of  young  adults  18  to  34 
years  old  of  any  metro  area  in  the  coun- 
try—  32.3  percent.  The  Twin  Cities 
metropolitan  area  is  15th  among  major 
metropolitan  areas  in  total  retail  sales 
per  household. 

The  Twin  Cities  are  a  financial  and 
distribution  center  for  the  entire  Upper 
Midwest,  an  area  of  diversified  econ- 
omy and  steady,  stable  growth.  Min- 
neapolis is  the  seat  of  the  Ninth  Federal 
Reserve  District.  Two  of  the  nation's 
largest  bank-holding  companies  are 
located  here,  together  with  three  of 
the  largest  insurance  companies  in  the 
country.  The  Twin  Cities  metropoli- 
tan area  is  the  second  largest  inland 


An  aspiring  member  of  the  young  adult 
majority. 


The  rest  of  the  nation 
could  learn  a  lot  from  the 
St.  Paul  Port  Authority. 


Like  how  to  be  one  of  the  few 
municipal  industrial  development 
agencies  in  the  country  to  receive  the 
highly  coveted  'A'  rating  from 
Standard  and  Poor's  on  tax-exempt 
Industrial  Development  Revenue 
Bonds. 

After  fifty  years  of  growth  the  Port 
Authority  now  has  assets  of  over  $245 
million,  issued  over  $120  million  in 
tax-exempt  IDR's  last  year,  and  has 
164  tenants  employing  over  19,000 
people. 

Today  the  Authority  is  involved  in 
projects  throughout  the  city  and 
downtown  including  the  construction 
and  renovation  of  office  and  retail 


space,  apartments,  hotels,  manufac- 
turing and  recreational  facilities, 
and  health  care  facilities. 

Mo  one  knows  more  about 
the  Port  Authority  than 
Miller  &  Schroeder. 

We've  been  the  managing  underwriter 
for  all  of  their  public  revenue  bond 
issues  to  date. 

When  we  evaluate  Port  Authority 
projects  we  see  the  same  qualities 
there  as  we  do  in  any  well-run 
business:  dynamic  leadership, 
responsible  fiscal  management,  and 
a  prime  opportunity  for  investment 
security. 


Opportunity  is  our  main  issue. 

Miller  &  Schroeder  Municipals,  Inc. 

170  Northwestern  Financial  Center,  7900  Xerxes  Ave.  So.,  Minneapolis,  MM  5543 1 
Telephone:  (612)  831-1500 


If  you're  interested  in  St.  Paul  Port 
Authority  tax-exempt  investments,  talk 
to  Miller  &  Schroeder,  or  any  of  these 
participating  underwriters: 
□  Allison-Williams  Company,  (612) 
333-3475  □  Blyth  Eastman  Paine 
Webber.  Inc..  (612)  371-4000  □  Cronin 
&  Marcotte,  Inc.,  (612)  339-8561  □ 
Dain  Bosworth  Incorporated,  (612) 
371-2711  □  Dougherty,  Dawkins, 
Strand  &  Ekstrom,  Incorporated,  (612) 
341-6000  □  Juran  &  Moody,  Inc.. 
(612)  298-1500  □  Merrill  Lynch  White 
Weld  Capital  Markets  Group,  (612) 
371-2525  □  Moore,  Juran  and 
Company,  Inc.,  (612)  339-8071  □ 
Robert  S.  C.  Peterson,  Inc.,  (612)  920- 
4800  □  Piper,  Jaffray  &  Hopwood, 
Inc.,  (612)  371-6111 


Member:  S.I.P.C. 


Minneapolis-St.  Paul:  tops  in  quality  of  life  studies. 

insurance  center  in  the  country.  sota's  food  processing  industry  is  the 

As  might  be  expected,  the  food  in-  ninth  largest  in  the  nation.  More  than 
dustry  is  well  represented  here.  Minne-      half  the  cake  mixes  manufactured  in 


Food  and  energy  a-comin'! 


No  other  transport  mode  can  match  the 
economy  and  efficiency  of  water-borne 
freight.  One  hopper  barge  can  haul  the  cargo 
of  fifteen  100-ton  railcars,  or  more  than  57 
trucks  with  a  capacity  of  26  tons  each.  No 
wonder  barging  is  so  vital  to  the  delivery  of 
our  food  and  energy  products. 

We'll  always  require  a  steady  flow  of  food 
and  energy,  in  good  times  as  well  as  bad.  We 
at  Twin  City  Barge  are  projecting  our  future 
growth  almost  entirely  on  these  two 
fundamental  needs. 

Our  vertical  integration  into  three  vital 
transportation  industries  in  the  St.  Paul  Area 


—  shipbuilding. ..barging...  terminal  services 

—  has  made  us  a  pivotal  factor  in  the 
distribution  of  the  basic  necessities  of  life 
Our  Twin  City  Shipyard  builds  up  to  150 
barges  annually.  Our  Twin  City  Barge  & 
Towing  Co.  boasts  a  fleet  of  more  than  400 
barges  and  14  towboats.  And  our  Packer 
River  Terminal  eventually  will  have  capacity  to 
load  some  five  million  tons  of  river-borne 
commerce  each  year. 

At  just  under  $100  million  in  revenues 
and  net  income  three  times  over  last  year's, 
we  believe  we've  just  begun  to  grow! 


NASDAQ: TCTY 

Write  for  our  annual  report 


Twin  City  Barge,  Inc. 

222  West  Grand  Ave 
South  St.  Paul.  MN  55075 


the  United  States  are  produced  by  Mir 
neapolis-based  firms.  Betty  Crocker  an 
the  Pillsbury  Doughboy  live  here.  The 
area  is  headquarters  for  General  Mills, 
Pillsbury,  Peavey  and  International  Mi 
tifoods.  Further  evidence  of  the  entre- 
preneurial spirit  is  found  in  the  streng 
of  the  companies  which  have  prosper* 
without  public  financing.  The  world's 
largest  privately  held  company,  Cargil 
Inc.,  and  the  eleventh  largest,  the 
Carlson  Companies,  are  located  here. 
Minneapolis  is  also  home  to  the  Min- 
neapolis Grain  Exchange,  the  world's 
largest  cash  grain  market  and  one  of  t 
federally  licensed  commodity  ex- 
changes. The  St.  Paul  Union  Stockyan 
in  South  St.  Paul  is  the  world's  larges  | 
livestock  market. 

Though  the  Twin  Cities  are  a  center 
of  the  regional  economy,  they  are  be- 
coming an  increasingly  important  fact 
in  world  markets. 

Much  of  the  credit  for  Minnesota's 
creasing  penetration  into  world  markej 
goes  to  the  state's  agricultural  and  hi£ 
technology  firms. 

The  state's  high  technology  industr 
is  represented  by  such  corporate  gian 
as  Honeywell,  Control  Data  and  Sper 
Rand  Univac.  The  state's  largest  pri 
vate  employer,  3M  of  St.  Paul,  emplo; 
22,000  people  in  Minnesota,  manufac 
turing  thousands  of  products  from  th 
most  sophisticated  and  complex  to 
simple  down-to-earth  and  universally 
popular  Scotch  Brand  tape. 

The  Twin  Cities  have  won  top  hone 
in  four  notable  studies  of  United  Stan 
cities  conducted  since  the  early  1970s 
In  the  1972  Urban  Institute  Report, 
Washington,  D.C.,  ranked  Minneapol 
St.  Paul  first,  based  on  a  composite  ir 
dex  of  12  quality  of  life  indicators.  A 
1975  Midwest  Research  Report  rankec 
Minneapolis-St.  Paul  5th  among  244 
1975  study,  by  Arthur  M.  Louis,  used 
statistical  comparisons  of  the  nation's 
largest  cities.  Minneapolis  ranked  eig 
in  quality  of  life;  St.  Paul  was  13th.  A 
the  Council  on  Municipal  Performanc 
a  nonprofit  New  York  based  research 
group,  ranked  Minneapolis  as  one 
of  the  top  five  cities  in  the  country 
in  terms  of  soundness  of  the  local 
economy. 


Metromedia's  John  Kluge  knows  something 
about  broadcasting — and  he  isn't  spend- 
ing a  dime  on  cable  television  systems. 


The  play's 
the  thing 


By  Howard  Rudnitsky 


SOBER  PUBLISHING  COMPANIES 
like  Dow  Jones  and  Knight-Rid- 
der  may  be  spending  millions  on 
cable  television  systems,  but  not  John 
Kluge.  He's  the  66-year-old  founder  of 
Metromedia,  Inc.,  a  leading  indepen- 
dent broadcaster. 

"We're  not  investing  one  dime  in 
hardware,"  he  explains.  Instead, 
Kluge  is  investing  in  television  pro- 
gramming, something  he  views  as  a 
sounder  long-term  bet.  "We  look  at 
ourselves  as  a  [railroad]  roundhouse," 
he  explains.  "Whichever 
track  we  can  shoot  down — 
cable,  cassettes,  satellites, 
syndicated  markets — that's 
where  we'll  be  able  to  go. 
The  play's  the  thing,  and 
we're  putting  our  money 
there." 

Interestingly,  despite  the 
current  fad  for  cable  stocks, 
investors  seem  to  agree  with 
Kluge.  At  Metromedia's  an- 
nual meeting  last  month,  he 
warned  that  "advertising 
revenues  may  moderate"  and 
that  1981  wouldn't  be  any- 
thing like  1980 — a  year  when 
profits  were  up  31%,  to  $55 
million,  on  revenues  of  $450 
million.  Still,  after  Kluge 
spoke,  Metromedia's  shares, 
which  had  moved  from  just 
over  100  to  123  earlier  this 
year,  tacked  on  another  $13. 

Why?  Well,  analysts  liked 
the  company's  strong  first 
quarter.  And  they're  im- 
pressed by  some  Nielsen  rat- 
ings that  Kluge  reported. 
Metromedia  television  out- 
lets in  Houston,  Los  Angeles, 
New  York  and  Washington, 
D.C.  have  scored  well  recent- 


ly— an  indication  of  future  earnings 
growth.  Out  of  seven  stations  Kluge 
owns,  five  are  independent,  and  he's 
been  especially  astute  of  late  in  his 
programming  buys — proven  series 
such  as  All  in  the  Family  and  M*A*S*H. 
Sponsors  appear  willing  to  pay  up  for 
reruns  of  reruns. 

The  New  Jersey-based  company  is 
also  involved  in  radio  and  outdoor  ad- 
vertising— but  Kluge's  big  bet  for  the 
future  is  program  development.  Back 
in  the  early  Seventies  Kluge  also 
thought  TV  programming  was  the 
wave  of  the  future.  Unfortunately  it 


Metromedia's  Chairman  John  W.  Kluge 
Cautious,  but  happy  as  a  clam. 


didn't  work  out  and  he  cut  back 
sharply.  Now  he's  trying  program- 
ming again. 

Last  year  he  hired  Robert  Wood,  an 
independent  producer  and  former 
president  of  CBS-TV,  to  head  an  oper- 
ation that  Kluge  hopes  will  make  Met- 
romedia a  major  supplier  to  anyone 
with  television  time  to  fill.  Such  ef- 
forts aren't  profitable  yet,  and  Kluge 
admits  that  it  will  be  "several  years" 
before  they  are.  But  better,  he  reasons, 
to  spend  tens  of  millions  annually  for 
a  few  years  than  to  bet  the  farm  on  a 
cable  company  bid. 

Despite  $130  million  in  long-term 
debt — high  for  a  broadcaster — Metro- 
media tosses  off  over  $70  million  a 
year  in  cash  flow.  And  Kluge,  a  Ger- 
man immigrant  who  worked  his  way 
through  Columbia  University  and 
bought  a  company  with  two  non-net- 
work television  outlets  by  1959,  has 
lately  figured  his  own  business  is  a 
bargain.  In  1977  and  1978  he  bor- 
rowed to  buy  31%  of  his  equity  cap- 
italization. Last  year  Metromedia 
spent  $25  million  more  for  its  stock 
and  hiked  its  dividend  by  25%.  Re- 
sult: In  the  past  few  years,  share 
prices  have  tripled. 

Such  financial  showmanship,  as 
well  as  the  recent  sale  of  moneylosing 
businesses,  breeds  speculation  that 
Kluge's  sprucing  up  to  sell  out.  He 
owns  17%  of  Metromedia's  shares 
(worth  about  $95  million),  in- 
stitutions hold  another  47% 
and  there's  no  obvious  suc- 
cessor in  sight.  Wall  Streeters 
remember  that  Kluge  and 
Transamerica's  John  Beckett 
almost  had  a  merger  in 
1969 — but  it  collapsed  when 
Metromedia's  earnings  tum- 
bled and  the  two  strong- 
willed  executives  couldn't 
come  to  terms. 

Still,  Kluge  denies  he 
wants  to  retire  and  Metro- 
media's present  socko  perfor- 
mance gives  his  words  a  ring 
of  truth.  When  he  dickered 
with  Transamerica  before, 
Kluge's  earnings  were  in  the 
doldrums.  Not  so  today: 
Broadcasting  business  is 
great.  "He's  having  too  good 
a  time  to  leave,"  says  one 
analyst.  "With  the  TV  sta- 
tions, Kluge  is  a  big  shot. 
Without  them,  he'd  be  just 
another  rich  old  guy." 

Clearly,  would  love  to  be 
on  the  scene  to  prove  his  pro- 
cable  competitors  wrong.  But 
he  may  be  able  to  manage 
that — and  to  arrange  a  premi- 
um-priced merger  as  well.  ■ 
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Japan's  display  of  computer  prowess  in 
Chicago  last  month  frightened  some  U.S. 
industry  leaders,  but  goaded  others — Hon- 
eywell's Ed  Spencer  among  them. 

"Like  a  dose 
of  medicine" 


By  Larry  Marion 

T|he  might  of  the  U.S.  data  pro- 
cessing industry  was  displayed 
in  all  its  technological  wonder  at 
last  month's  National  Computer  Con- 
ference in  the  main  showroom  of  Chi- 
cago's cavernous  McCormick  Place. 
But  it  was  the  group  of  companies 
huddled  in  smaller  booths  below  the 
main  floor  that  drew  the  most  re- 
spectful, not  to  say  fearful,  attention. 

There,  in  display  space  allotted  to 
newcomers,  were  the  Japanese:  Fu- 
jitsu and  Hitachi — which  already 
have  delivered  computers  to  the 
U.S. — and  newcomers  like  Sony,  To- 
shiba, Canon  and  Sharp.  The  Japanese 
showed  a  broad  spectrum  of  computer 
equipment,  from  $1  million-plus  data 
processing  centers  to  $250  pocket 
computers  that  looked  like  calculators 
injected  with  growth  hormones.  But 
most  of  their  machines  were  aimed  at 
the  fast-growing  market  for  small, 
desktop  computers  that  sell  for  less 
than  $10,000.  That's  a  $1.1  billion 
segment  of  the  $75  billion  U.S.  data 
processing  market. 

The  implication  of  those  below- 
stairs  displays  was  ominous:  As  their 
compatriots  Toyota,  Datsun  and 
Honda  had  done  in  cars,  the  Japanese 
computer  makers  signaled  in  Chicago 
that  they  were  first  going  to  concen- 
trate on  attacking  the  less  expensive, 
small-machine  end  of  a  major  Ameri- 
can market. 

Chairman  William  S.  Anderson  of 
NCR  Corp.  was  frankly  worried.  "Ja- 
pan is  seeking  a  dominant  worldwide 
position  in  the  computer  industry," 
he  said.  "In  just  a  few  years  the  Japa- 
nese computer  industry  has  moved 
from  nowhere  to  the  number  two  po- 
sition in  the  world."  Anderson,  who 
spent  four  years  in  a  Japanese  prison- 
er-of-war camp,  already  faces  a  chal- 


Honeywell  Chairman  Edson  W.  Spencer 
Tastes  bad,  but  it's  good,  for  you. 


lenge  from  Fujitsu  in  NCR's  cash  reg- 
ister business.  Industry  consultant 
Harry  Edelson  was  no  more  cheerful. 
He  predicted  that  "the  fight  will  be 
over  price  next  year  because  the  Japa- 
nese are  making  computers  at  a  lower 
price  than  U.S.  manufacturers." 

The  Japanese  computer  push  comes 
at  a  worrisome  time  for  the  U.S.  in- 
dustry. Profitability  has  been  slip- 
ping— IBM's  pretax  and  pre-interest 
return  on  assets  dropped  to  23.5%  last 
year,  from  32.5%  in  1978;  Burroughs' 
plummeted  to  7%  in  1980  from 
18.6%  in  1979;  and  NCR  dropped  to 
13.6%  from  14.3%.  Many  in  Chicago 
foresaw  a  depressing  pattern:  The  Jap- 
anese compete  on  price,  and  therefore 
reduce  any  chance  for  profitability 
gains,  and  the  domestic  computer  be- 


gins to  go  the  way  of  the  U.S.  televi- 
sion set. 

Can  things  really  be  so  bad  in  the 
most  advanced  of  our  industries? 
Have  we,  even  here,  no  ability  to 
compete?  Surprisingly,  some  of  the 
cheeriest  executives  at  the  computer 
conference  were  from  Honeywell  Inc., 
which  has  taken  a  decade  to  put  to- 
gether a  respectable  entry  in  the  large- 
computer  business  but  still  trails  the 
industry  averages  in  return  on  as- 
sets— although  its  returns  have  been 
rising  steadily  for  five  years. 

"Don't  worry,"  said  Stephen  G.  Jer- 
ritts,  who  heads  Honeywell's  $1.6  bil- 
lion information  systems  business, 
the  part  that  now  produces  more  than 
a  third  of  the  $5  billion  (revenues) 
company's  $294  million  in  net  in- 
come. "The  Japanese  are  not  going  to 
invade  and  capture  10%  of  the  Ameri- 
can market  overnight." 

Chairman  Edson  W.  Spencer  was 
confident  enough  to  see  a  bracing  ton- 
ic in  those  Japanese  exhibits.  "De- 
spite the  views  of  many  in  our  indus- 
try, I  believe  that  foreign  competition 
is  beneficial,"  said  Spencer,  who  has 
been  Honeywell's  CEO  for  seven 
years  and  is  credited  with  shaping  up 
its  computer  business.  "Foreign  com- 
petition is  like  a  dose  of  medicine.  It 
may  not  taste  good,  but  long-term 
benefits  far  outweigh  the  initial  nega- 
tive response." 

The  troops  at  NCR  and  Burroughs, 
both  of  whom  are  entering  the 
small-computer  field,  and  those  of 
Wang,  Digital  Equipment,  Zenith 
and  Apple  might  be  pardoned  if  they 
greeted  Spencer's  sentiments  with  a 
loud  "Easy  for  him  to  say!"  After  all, 
Honeywell  isn't  competing  in  the 
small-computer  trenches.  Spencer 
and  Jerritts'  product  strategy  is 
geared  to  the  higher  end  of  the  mar- 
ket. The  company's  newest  comput- 
er series,  the  DPS  6,  ranges  in  price 
from  $40,000  to  $600,000.  Hon- 
eywell sees  itself  in  the  business  of 
selling  not  machines  but  office  auto- 
mation systems  using  the  new  com- 
puter networking  technique. 

"We're  interested  in  the  large  users 
who  want  multiple  work  stations  tied 
into  a  network  of  computers,"  says 
Spencer.  "That's  our  niche."  Jerritts  is 
even-  plainer  on  Honeywell's  market 
aims.  "I  don't  know  how  to  make  a 
dollar  selling  small  systems  directly  to 
small  users,"  he  says.  "You  can't  be 
everything  to  everybody."  It's  an  ap- 
proach in  computers  that  sounds  re- 
markably like  that  of  General  Motors 
in  cars  (Forbes,  May  25):  Leave  the 
low  end  for  the  invaders  and  concen- 
trate on  securing  the  middle-to-upper, 
more  profitable  market  segments. 
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Xerox  worit 
stop  at  notliing. 


These  days,  even  nothing  costs  something  to  send.  That 
is,  if  you're  using  ordinary  facsimile  equipment. 

Because  ordinary  facsimile  equipment  takes  the  time  to 
read  every  line  of  type,  and  all  the  "nothing"  in  between. 


The  new  Xerox 
Telecopier  455 


Xerox,  on  the  other  hand,  has  three  machines 
--  two  of  them  brand  new  --that  know  the  differ- 
ence between  a  line  of  something  and  a  line  of 
nothing:    The  Telecopier  485  terminal.    The  new 
automatic  Telecopier  495  digital  terminal,  that 
can  send  and  receive  unattended.    And  the  new  -- 
and  very  economical  --  desktop  Telecopier  455 
terminal.    When  they  come  to  a  space  like  this: 


they'll  skip  it  --  the  way  your  eyes  just  did  -- 
and  go  on  to  the  next  line  of  type. 

As  a  result,  you  can  send  a  crisp,  clear 
copy  of  the  original  document  in  as  little  as  a 
minute.    For  up  to  40%  less  than  you'd  normally 
spend  on  telephone  charges. 

Besides  being  fast,  these  machines  are  also 
very  friendly.    They're  all  on  speaking  terms 
with  the  other  members  of  our  Telecopier  family. 
Even  relatives  working  in  remote  parts  of  the 
world.  In  fact,  they  can  talk  to  many  competitive 
facsimile  machines,  as  well. 


The  Xerox 
Telecopier  485 


to  get  your 
save  time  and 


Only  Xerox  offers  so  many  ways 
message  across.  Or  so  many  ways  to 
money  doing  it. 

And  the  Telecopier  485,  495,  and  455  terminals 
are  just  the  beginning. 

You  see,  Xerox  will  stop  at  nothing  to  bring 
you  new  machines  that  won't. 


*9 


The  new  Xerox 
Telecopier  495 


XEKOX®.  TELECOPIER®.  485.  495.  and  455  arc  trademarks  of  XEROX  CORPORATION. 
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TRW-Fujitsu's  Sidney  Webb 

The  Japanese  lag  in  programming. 


Is  such  a  strategy  wise?  Perhaps. 
Sidney  Webb,  who  heads  up  Fujitsu 
and  TRW  Inc.'s  (approximately  $50 
million  revenues)  computer  market- 
ing venture,  points  out  that  about  half 
of  the  total  value  of  a  computer  sys- 
tem is  in  the  programming  and  sup- 
port services.  "The  Japanese  may  be 
five  years  behind  American  program- 
ming expertise,"  says  Webb.  In  other 
words,  Webb  is  saying  that  the  U.S. 
advantage — short-lived  as  it  may  be — 
lies  in  packaging  the  entire  system. 
The  instructional  side  of  the  business 
(what  the  computer  industry  calls 
software)  is  an  American  strength, 
rather  than  the  less  profitable  ma- 
chine production  side. 

That's  all  right  with  Ed  Spencer.  He 
has  brought  prosperity  to  Honeywell 
in  recent  years  by  linking  its  comput- 
ers to  the  process  controls  that  were 
always  the  company's  specialty.  In 
this  way  he  has  built  a  base  of  loyal 
customers  in  manufacturing  indus- 
tries— Weyerhaeuser,  General  Electric 
and  Exxon,  to  name  a  few.  With  the 
DPS  6,  he  and  Jerritts  are  out  to  con- 
vince those  customers  that  Hon- 
eywell's knowhow  can  run  their  of- 
fices as  efficiently  as  it  runs  their 
plants.  "Our  objective  is  not  to  sell  a 
black  box,"  says  Spencer.  "We  make 
money  selling  distributed  processing 
systems." 


Frederic  Remington's 

THE  CHEYENNE 

Motion  and  drama. . .  "burning  the  air.' 


Limited  Edition  •  1,000 
Offering  Price  •  $2,200 

Cast  full  size  from  a  Remington 
original.  Each  bronze  hand  made  and 
hand  finished  to  completion  with  its  quality  guaranteed 
All  orders  bonded  and  insured  ninety  days  to  guarantee 
your  unconditional  refund. 

To  discuss  The  Cheyenne,  The  Bronco  Buster  or  other  exciting 
Remington  bronzes, 
contact: 
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mcnctina 


house  of  fine  arts 

One  Bunker  Hill 

601  West  Fifth  Street 

Los  Angeles,  California  90017 

Telephone:  800-421-8033  213-623-1083 

Major  Credit  Cards  Honored 


The  Cheyenne    23  inches  including  base 


PEOPLE  TELL  YOU 
THEY  WANT  TO 
KEEP  YOUR  BUSINESS 
FOR  A  LONG  TIME. 

CONNECTICUT  GENERAL 
HAS 25,000  CLIENTS 
TO  PROVE  IT. 


When  it  comes  to  the 
insurance  business,  we've 
passed  the  toughest  test  of  all. 

The  test  of  time. 

Because  we've  kept 
25,000  clients  for  25  years 
or  more. 

Smart,  successful  clients 
that  range  horn  multi- 
national corporations  that 
need  group  plans  to  business 
owners  who  need  estate 
plans. 

Their  names  are  some  of 


the  best  in  American  busi- 
ness. And  that  makes  them 
some  of  the  toughest  cus- 
tomers around. 

Because  they  got  where 
diey  are  by  demanding  as 
much  from  themselves  as 
from  the  people  around  them. 

And  we're  no  different. 


In  fact,  if  we  don't  think 
we  can  work  for  you 
to  meet  our  own  standards, 
we'd  rather  not  work  for  you 
at  all. 

That's  why  you  won't  find 
us  bidding  on  just  any  piece 
of  business. 

Because  in  the  long  run, 
we  know  a  client  we  can 
keep  up  with  is  a  client  we 
can  keep. 

Just  ask 25,000  of  the 
toughest  ones  around. 


CONNECTICUT  GENERAL 
SOME  PRETTY  TOUCH  CUSTOMERS  HAPPY. 

Group  Insurance  and  Pension  •  Individual  Insurance  •  Property/Casualty  (CG/Aetna)  •  Investments 
Connecticut  General  Insurance  Corporation.  Hartford  C  onnecticut  06152 


Honeywell  computer  boss  Stephen  Jerritts 
Cant  make  a  dollar  selling  small. 


And  while  he  doesn't  face  direct 
competition  from  the  Japanese,  Spen; 
cer  is  spending  heavily  against  the  day 
he  will — the  day  when  Fujitsu  and 
friends  expand  their  U.S.  marketing 
efforts  to  the  higher  and  more  profit- 
able end,  as  Toyota,  Datsun  and 
Honda  have  done  in  cars.  Capital 
spending  for  Honeywell's  computer 
business  was  up  67%  last  year,  to  $62 
million.  This  year  it  may  be  up  an- 
other 36%.  Research  and  develop- 
ment for  the  whole  corporation  is  up 
22%,  to  $360  million,  this  year  and 
will  be  maintained,  says  Spencer,  at 
roughly  8%  to  9%  of  total  revenues. 
The  research  budget  is  going  for  ad- 
vanced electronic  chip  designs  and 
other  computer-related  projects.  But 
the  capital  spending  is  going  for  ro- 
bots, automated  test  equipment  and 
in-house  chipmaking  machines.  The 
aim:  to  produce  higher-quality  com- 
puters at  lower  cost  to  compete  with 
Japanese  production  abilities. 

"We  have  to  produce  better-quality 
products,"  says  Spencer.  "The  Japa- 
nese learned  that  producing  better 
quality  is  good  business.  It  costs  more 
during  manufacturing,  but  less  once 
it's  out  in  the  field."  You  bet  it  does, 
says  Sid  Webb  of  TRW-Fujitsu,  look- 
ing over  reports  from  TRW's  comput- 
er service  division,  one  of  the  nation's 
largest  independent  repair  shops. 
"With  a  Japanese  computer  you  might 
have  One  or  two  calls  a  year.  The  same 
type  of  American  computer  may  re- 
quire eight  to  ten  calls."  The  sorry 
fact  is  that  American  computers  suf- 
fer what  are  called  "out  of  box  fail- 
ures"— nothing  happens  when  the 


customer  first  plugs  them  in.  To  rem- 
edy this  embarrassing  failing,  Ameri- 
can manufacturers  plan  to  pretest  en- 
tire computer  systems  before  ship- 
ment, rather  than  just  checking  the 
memory  or  logic  subsystems. 

As  Ed  Spencer  says,  the  competi- 


tion is  beneficial.  It  is  forcing  the 
Americans  to  improve  their  product 
reliability,  giving  a  better  deal  to  the 
customer  and  in  the  long  run  saving 
on  manufacturing  costs.  But  industry 
in  the  modern  world  does  not  live  by 
belated  virtue  and  good  intentions 
alone.  The  American  computer  mak- 
ers are  not  waiting  until  the  Japanese 
have  more  than  20%  of  their  market, 
as  did  U.S.  carmakers,  to  seek  help  in 
Washington. 

Industry  groups  such  as  the  Ameri- 
can Electronics  Association  and  the 
Electronic  Industries  Association  are 
pushing  for  tax  credits  for  R&D  ex- 
penditures and  faster  depreciation 
schedules  for  quickly  outdated  equip- 
ment like  chip-making  machines.  In 
the  meantime,  Honeywell,  IBM, 
Sperry  and  Burroughs  are  getting  a 
share  of  a  $150  million  Defense  De- 
partment program  to  develop  a  new 
generation  of  superfast  electronic 
chips,  reminiscent  of  the  Pentagon's 
Minuteman  missile  development  in 
the  1950s,  which  led  to  the  first  inte- 
grated circuit. 

Whether  U.S.  computer  men  are  as 
confident  as  Honeywell's  Spencer  or 
as  worried  as  NCR's  Anderson,  clearly 
they're  not  complacent  about  the  Jap- 
anese challenge.  Nor  have  they  reason 
to  be.  ■ 


Robert  Vesco  nearly  ruined  International 
Controls.  Eight  years  later,  Elmer  Sticco 
says  he  has  set  things  right. 


De-Stalinization, 
corporate  style 


By  Thomas  Baker 


OF  ALL  THE  PROBLEMS  Elmer 
Sticco  has  tackled  as  CEO  of 
International  Controls  Corp., 
public  relations  has  been  the  hardest. 
Even  his  current  annual  report  offends 
hirn.  "Look,  here  in  the  president's 
letter,"  he  complains,  "I  try  to  keep 
his  name  out,  but  there  it  is  in  the 
fourth  paragraph." 

Sticco  is  railing  about  Robert  Vesco, 


fugitive  financier  and,  undeniably,  the 
founder  of  ICC.  But  thanks  to  Sticco's 
handiwork  Vesco's  troubling  shadow 
may  soon  be  gone.  "There  is  a  real 
'possibility,"  he  says,  "that  after  next 
year  we  can  put  out  an  annual  report 
without  the  name  Vesco." 

Sticco  did  his  last  bit  of  houseclean- 
ing  in  December,  when  the  25%  of  ICC 
stock  formally  held  by  Vesco  was  re- 
turned to  the  company.  In  exchange, 
ICC  paid  Vesco's  tax  liabilities — to  the 
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When  Goodyear  flies, 
they  don't  always  take  the  blimp. 


For  sheer  majesty  in  flight,  you  can't 
beat  the  Goodyear  blimp. 

But  for  sheer  efficiency  in  business 
traveling,  Goodyear  relies  on  another  cor- 
porate aircraft  —  its  Learjet.  So  do  nearly  a 
thousand  other  companies.  Big  successful 
ones  like  Goodyear.  And  smaller  successful 
ones  who'll  be  there  someday. 

One  reason:  the  Learjet  speeds  you 
along  at  eight  miles  a  minute  while  sipping 
only  a  gallon  of  fuel  every  three  miles. 


That's  better  fuel  efficiency  than  any  other 
business  jet  in  the  sky  —  almost  as  good, 
in  fact,  as  our  friend  the  blimp. 

for  more  information  on  how  a  Learjet 
can  help  put  your  company  where  you  want 
it  in  the  '80s,  call  Mackie  Mott,  our  vice 
president  -  domestic  marketing,  or  John 
Benson,  vice  president  -  international 
marketing.  They're  both  at  (602)  294-4422. 

Gates  Learjet  Corp. /Box  11186/Tucson, 
AZ  85734,  U.S.A.  Telex:  666408. 


Gates  Learjet  m> 

Prepared  for  a  dynamic  decade.  * 
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Pitney  Bowes  offers  a  dependable  line  of  convenience  office  copiers.  From  economy 
desk-top  models  for  even  the  smallest  business,  to  full-feature  consoles  for  the  biggest 
business.  And  we  stand  behind  them  with  our  own  nationwide  sales  and  service 
organization.  For  a  free  demonstration  of  any  Pitney  Bowes  copier,  just  call  us  today. 


IP  Pitney  Bowes  Copiers 


For  more  information,  call  toll  free  anytime  (except  Alaska  or  Hawaii)  800-621-5199  (in  Illinois  800-972-5855)  Or  write  Pitney  Bowes.  1703  Crosby  Street,  Stamiorj 
Connecticut  06926  Over  600  sales  and  service  points  throughout  the  U  S  and  Canada  Postage  Meters.  Copiers.  Mailing.  Dictating.  Labeling,  Price  Marking  art 

Word  Processing  Systems.  Business  Forms  and  Office  Supplies 


tune  of  $840,000— and  gave  $640,000 
to  his  family.  ICC  also  has  just  written 
the  last  check  on  an  $1 1  million  settle- 
ment with  investors  in  IOS  Ltd.,  the 
mutual  fund  empire  that  Vesco-led  ICC 
took  control  of  in  1971.  As  a  result  of 
those  two  breakthroughs,  ICC's  share 
price  moved  from  5  to  20  in  less  than  a 
year.  After  a  recent  5-for-4  split,  the 
stock  is  back  at  the  21  level. 

Many  investors  think  the  company 
has  bright  prospects  in  aerospace  and 
high-technology  markets.  Its  1980 
earnings  (before  extraordinary  items) 
of  $7.2  million — on  revenues  of  $118 
million — were  up  by  70% .  But  Sticco, 
who  recently  moved  ICC's  headquar- 
ters to  Florida,  believes  that's  just  the 
beginning.  "Even  while  we've  been 
regrouping,"  he  says,  "we've  still  had 
one  goal  in  mind:  to  be  a  $300  mil- 
lion-to-$500  million  company." 

Overreaching?  Perhaps.  But  then  a 
man  without  the  inclination  to  think 
big  would  probably  have  left  ICC 
years  ago.  An  ex-C.P.A.,  Sticco 
learned  the  high-growth  scene  with  a 
miniconglomerate  called  Electronic 
Specialty  Co.  When  a  Vesco  takeover 
bid  sent  many  of  his  colleagues  pack- 
ing he  stayed  on  to  run  the  company, 
impressed  by  Vesco's  vision  of 
growth.  So  began  a  complicated  cha- 
rade. On  visits  to  New  Jersey  head- 
quarters, Sticco  would  get  wind  of 


International  Controls  Chief  Executive  Elmer  Sticco 

"There's  nothing  I  could  get  involved  with  that  I  couldn't  handle. 
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AN  INVITATION 
TO  BUSINESS 

MEN  &  WOMEN 
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IF  VOI  R  COMPANY  IS  CONSIDERING 
I N CE V  n VE  I )EST1  NATK  )NS, 
PLEASE  WRITE  OR  CALL  FOR 
A  PERSONAL  INVITATION: 
MR.  NILS  FLO 
CONVENTION  AND 
INCENTIVE 
TRAVEL  MANAGER 


THE  DANISH  TOURIST  BOARD 
75  ROCKEFELLER  PLAZA,  NEW  YORK,  N.Y.  10019 

(212)  582-2802 


Vesco's  international  escapades  and 
didn't  like  what  he  heard.  To  protect 
his  turf,  he  kept  moving  divisions  to 
Connecticut,  away  from  his  boss,  out 
of  harm's  way.  In  1972,  just  after 
Vesco  nixed  Sticco's  bid  to  transfer 
the  rest  of  ICC's  domestic  operations, 
the  Securities  &  Exchange  Commis- 
sion lowered  the  boom. 

With  Vesco  on  the  first  plane  to  the 
Bahamas,  Sticco  convinced  investiga- 
tors that  he  had  nothing  to  do  with 
ICC's  wilder  schemes  and  wound  up 
running  the  company  for  a  four-mem- 
ber court-appointed  board.  "I  came 
into  the  first  meeting  with  a  list  of  83 
problems,"  he  explains.  To  solve 
them,  ICC  took  a  $36  million  writeoff 
and  sold  1 1  of  its  more  than  20  divi- 
sions. Shareholders'  equity  sank  to  a 
paltry  $4  million.  Scrambling  for 
time,  Sticco  personally  took  creditors 
to  his  plants  "just  to  prove  to  them 
that  they  existed."  Gradually,  ICC 
paid  off  its  loans,  moving  its  debt-to- 
equity  ratio  from  11.6-toT  in  1973  to 
the  current  0.6-to-l. 

Today  Sticco  has  ten  scattered  divi- 
sions. A  $12  million-a-year  bomb 
body  and  missile  casing  business 
should  double  in  two  years  with  in- 
creased military  demand.  ICC  also 


sells  microwave  tubing  to  Western 
Electric  and  to  the  military,  and  parts 
for  commercial  aircraft  to  companies 
like  Boeing.  Another  division  supplies 
braking  systems  that  let  military 
planes  land  on  short  runways — a  ne- 
;ity  at  many  Third  World  airports. 
C  is  positioned  in  markets -that 


cessi 
"ICC 


Sticco  combs  annual  re- 
ports and  even  incoming 
mail  for  leads.  "This  one's 
too  small  far  me,"  he  notes, 
reaching  into  his  wastebas- 
ket  far  a  letter  touting  a 
$15  million  manufacturer. 
"I  decided  to  deep-six  it." 


very  few  other  companies  under- 
stand," observes  Elliot  Levine,  an  ana- 
lyst at  First  Manhattan  Co. 

Still,  Sticco  and  ICC  Chairman  Wil- 
liam Burgess — the  original  founder  of 
Electronic  Specialty,  back  on  board 
since  1978 — are  hungry  for  acquisi- 
tions. Unwilling  to  retain  investment 
bankers,  Sticco  combs  annual  reports 
and  even  incoming  mail  for  leads. 
"This  one's  too  small  for  me,"  he 
notes,  reaching  into  his  overflowing 


wastebasket  for  a  letter  touting  a  $15 
million  manufacturer.  "I  decided  to 
deep-six  it." 

Sticco  would  rather  double  sales  in 
one  big  move,  and  the  last  eight  years 
have  convinced  him  he  can  cope  with 
anything.  "If  we're  sitting  here  with 
quality  management,  there's  nothing 
I  could  get  involved  with  that  I 
couldn't  handle,"  he  explains.  ICC 
shareholders'  equity,  in  fact,  has 
inched  back  to  where  it  was  in  the 
late  Sixties — around  $33  million.  So 
Sticco  believes  he  may  even  wrangle  a 
merger  paying  part  cash  and  part  equi- 
ty. One  potential  partner:  United  In- 
dustrial Corp.,  a  New  York-based 
miniconglomerate;  its  chairman,  Ber- 
nard Fein,  bought  into  ICC  in  1978 
and  he  and  UIC  own  10%  of  its  stock. 

The  prospect  of  such  expansion 
even  makes  ICC's  chief  executive 
wistful  about  Vesco.  "He  rained  havoc 
on  the  company,  but  that  gave  me  the 
opportunity  to  get  it  straightened 
out,"  says  Sticco.  "If  he'd  iust  kept  his 
nose  clean  and  run  this  company 
right,  he'd  be  sitting  today  with  $25 
million  worth  of  stock."  And  Elmer 
Sticco,  who  owns  $800,000  worth  of 
ICC  stock  himself,  might  be  just  an- 
other frustrated  middle  manager.  ■ 


Will  he  ever  return? 


Robert  Vesco  was  born  in  Den- 
ville,  N  J. — and  quickly  devel- 
oped his  uncanny  ability  to  im- 
press and  persuade.  After  a  stint  as 
a  small-time  investment  consul- 
tant, in  1964  he  landed  a  minus- 
cule high-tech  company  called 
Cryogenics,  a  corporate  shell 
called  International  Controls  and 
the  U.S.  distribution  rights  to  one 
German  valve.  Five  years  later, 
however,  Vesco's  annual  report 
bulged  with  web-like  maps  of  cor- 
porate restructuring  and  division- 
al philosophies.  "People  ask  me  if 
he  was  a  financial  genius,"  says 
Elmer  Sticco,  ICC's  current  chief 
executive.  "I  tell  them  it  was  more 
likewgenious." 

Vesco,  in  fact,  once  managed  to 
float  a  $25  million  Eurobond  of- 
fering— at  a  time  when  ICC's 
shareholders'  equity  was  less 
than  $2  million.  In  efforts  to 
broaden  his  empire,  he  considered  acquiring  several 
brokerage  houses,  but  the  potential  of  Bernard  Corn- 
feld's  crumbling  Investors  Overseas  Services  financial 
organization  was  more  tempting.  ICC  bailed  out  IOS 
with  a  loan,  eventually  owning  38%  of  its  stock. 

Precisely  when  Vesco's  financial  fast  talking  turned 
sour  is  hard  to  see — and  even  harder  to  prove.  The  SEC 
eventually  alleged  that  he  had  moved  $224  million  of  the 


Robert  Vesco  in  Costa  Rica,  1974 


assets  in  IOS'  four  U.S. -based 
funds  out  of  blue-chip  stocks  into 
various  offshore  Vesco  enter- 
prises. In  1972,  however,  Vesco 
took  a  gamble  that  cemented  his 
reputation:  $200,000  in  cash  de- 
livered to — and  accepted  by — the 
Nixon  reelection  committee. 
Eventually,  commandeering  the 
corporate  707  (complete  with  dis- 
cotheque and  sauna),  Vesco  fled  to 
the  Caribbean. 

For  a  time  he  led  the  good  life  in 
Costa  Rica,  whose  president  was 
the  beneficiary  of  a  number  of 
Vesco  investments.  Now  Vesco, 
45,  is  in  the  Bahamas,  still  a  fugi- 
tive from  charges  of  securities 
fraud.  He  continues  to  deny  any 
wrongdoing  and  has  successfully 
avoided  every  extradition  at- 
tempt— in  part  because  the  ob- 
scure trail  of  his  financial  dealings 
precludes  an  airtight  case. 
Still,  those  who  know  Vesco  claim  he  wants  to  return 
to  the  U.S.  Last  summer  a  subcommittee  of  the  Senate 
Judiciary  Committee  wanted  to  bring  him  back  to 
testify,  under  immunity  from  arrest,  but  the  Carter 
Administration  said  no.  Now  whether  he'll  actually 
come  home  depends  on  the  Reagan  Justice  Depart- 
ment— where  even  the  toughest  negotiator  will  be 
leery  of  facing  off  with  Robert  Vesco. — Thomas  Baker 
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Use  our  bigger  roll  and 

save  on  tissue  maintenance  time. 


The  less  time  your  maintenance  crew 
spends  changing  rolls  of  toilet 
tissue,  the  more  time  they  have  for 
more  important  jobs.  That's  the  idea 
behind  our  biy-roi!  Billow®  tissue. 

Because  Billow  is  1800  sheets 
long,  it  can  last  almost  twice  as  long 
as  standard  one-ply  rolls.  So  there 
are  fewer  run-outs.  And  vour  mainte- 


nance crew  doesn't  have  to  change 
rolls  as  often. 

Consider  the  bottom  line.  It  takes 
about  60  seconds  to  change  a 
tissue  roll.  If  your  maintenance  time 
costs  $5  an  hour  or  more,  each  roll 
change  costs  almost  a  dime.  Add  it 
up  over  a  year  and  you'll  see  a 
real  cost  saving. 


See  how  Billow  tissue  can  save 
you  maintenance  time.  Just  call  the 
Fort.  Dial  (312)  T-H-E-F-O-R-T.  And 
put  a  big  time  saver  to  work  for  you 


Fort  Howard  Paper 

Green  Bay.  Wisconsin  5430 


II  the  Fort 


Call  the  Fori  is  a  service  mark  of  Fort  Howard  Paper. 


Dial  (312)  T-H-E-F-O-R-T 


For  seven  long  years,  the  SECs  Stanley 
Sporkin  was  on  the  receiving  end  of  criti- 
cism by  reporters.  In  this  interview  he  turns 
the  tables  on  his  tormentors. 


One  last  roar 


As  I  See  It 


Former  SEC  Enforcement  Chief  Stanley  Sporkin 

"The  Hunt  case—is  that  small?  New  York  City?  Gulf?  Lockheed?' 


By  Richard  Greene 


Stanley  Sporkin  was  agitated. 
The  outgoing  director  of  en- 
forcement for  the  Securities  & 
Exchange  Commission  was  pacing 
back  and  forth  in  his  office,  pausing, 
bouncing  on  the  balls  of  his  feet  to 
deliver  yet  another  barrage. 

'  The  problem  is  that  the  press  ac- 
cepts things  as  the  facts  and  then  does 
nothing  about  it.  It's  just  crazy.  It's 
become  a  very  lazy  industry,  quite 
frankly,  because  you  don't  test  people 
when  they  tell  you  something.  What 
am  I  supposed  to  do?  You  can't  win. 
They  make  these  accusations  .  .  .  it's 
easy.  ..." 

This  blunt — refreshingly  so — blast 
at  the  press  came  after  this  reporter 
asked  about  recent  charges  in  Business 
Week  that  under  Sporkin  the  SEC  had 
wasted  valuable  time  chasing  small, 
unimportant  transgressors.  Just  mo- 


ments before,  sitting  there  thrusting 
the  point  of  one  pen  into  the  butt  end 
of  another,  he  had  been  answering 
questions  calmly,  quietly.  Then  the 
dam  burst. 

"I  can't  deal  with  accusations  like 
that,  that  are  made  out  of  air,"  he 
says,  up  on  his  feet  instantly.  "The 
Hunt  case — is  that  small?  Was  New 
York  City  a  small  matter?  Where  are 
these  small  matters  that  we're  talking 
about?  Look  at  the  record.  Look  at  the 
Lockheed  and  the  Northrup  and  the 
Gulf  Oil.  .  .  ." 

Sporkin  clearly  feels  aggrieved  at 
the  way  the  press  has  represented  his 
record  over  the  seven  years  he  served 
as  enforcement  division  director  of 
the  Securities  &  Exchange  Commis- 
sion. He  seems  happy  to  have  moved 
to  the  Central  Intelligence  Agency  as 
the  general  counsel,  a  post  in  which 
he  will  be  less  visible  to,  and  less 
involved  with,  the  press.  Clearly,  he  is 


a  thin-skinned  man,  because,  if  the 
press  has  sometimes  criticized  him,  it 
has  also  often  portrayed  him  as  cru- 
sading prosecuting  attorney. 

He  wants  people  to  know  that, 
press  criticism  to  the  contrary,  he  is 
not  and  never  was  a  believer  in  exces- 
sive government  regulation.  He  al- 
most sounds  like  a  small  businessman 
complaining  about  the  forms  he  must 
file:  "There  are  a  tremendous  number 
of  restraints  that  have  been  placed  on 
government  agencies.  It's  getting  very 
difficult  for  us  to  do  our  job.  You're 
talking  not  only  about  the  right  to 
financial  privacy,  but  you've  got  re- 
strictions on  the  use  of  income  tax 
information,  Freedom  of  Information 
Act  problems,  and  problems  from  the 
Sunshine  Act,  which  opened  up  cer- 
tain SEC  activities  to  the  public.  It's 
very  difficult  for  the  government  to 
operate. 

"You  can  see  what  Congress  did  to 
the  business  community.  It  got  to  the 
point  where  they  could  scarcely  oper- 
ate. They've  done  the  same  to  govern- 
ment and  they're  going  to  paralyze 
the  government  .  .  .  and  I  mean  that 
sincerely.  You  know,  I  just  can't  be- 
lieve that  we've  got  an  act  that  per- 
mits foreign  enemies  to  get  intelli- 
gence information  under  a  Freedom  of 
Information  Act  request.  It  just 
doesn't  make  sense.  Or  that  anyone 
can  come  into  this  agency  and  get 
information  concerning  very  sensi- 
tive enforcement  matters." 

But  weren't  these  laws  put  in  to 
protect  the  citizenry  from  an  over- 
zealous  government?  "The  problem 
you  have,"  he  says,  "is  that  the  public 
cannot  have  it  both  ways.  They  can't 
want  all  the  privacy  in  the  world,  have 
relative  financial  freedom  and  person- 
al freedom  and  at  the  same  time  be 
protected  by  the  government.  It  can't 
be  both  ways.  For  example,  we  find  it 
unconscionable  for  our  planes  to  be 
hijacked  and  therefore  everybody  has 
to  see  a  piece  of  his  or  her  personal 
freedom  given  away  in  order  to  have  a 
program  that  brings  us  down  to  al- 
most a  zero  base  hijacking  rate." 

The  same  with  the  SEC,  he  says. 
An  occasional  abridgement  of  abso- 
lute liberty  may  not  be  too  high  a 
price  to  pay  for  honest  markets. 
"We've  got  to  get  access  to  foreign 
information.  When  you  have  foreign- 
ers who  want  to  raise  money  in  our 
markets,  they  are  going  to  have  to 
give  the  same  kind  of  information 
that  our  companies  give.  Basically,  we 
need  better  information  identifying 
who  the  foreign  people  are  that  are 
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As  I  See  It 


LOCATE  YOUR  PLANT  IN  NEW  MEXICO 


YOU'LL  ENJOY 

our  sunbelt  lifestyle 
reasonable  property  values 

YOUR  COMPANY  WILL  PROFIT  FROM 

a  progressive  business  climate 

a  state-tinanced  on-the-job  training  program 

low  taxes  which  have  been  reduced  every  year  since  1972 

plentiful  energy  sources 

Let  us  tell  you  more.  Call  or  write: 
Al  Dietz 

Director  of  Economic  Development 
Commerce  &  Industry  Department 
Bataan  Memorial  Building 
Santa  Fe,  New  Mexico  87503 
(5G5)  827-5571 


involved.  In  the  takeover  area,  of 
course,  this  is  a  big  thorn." 

You  can't  protect  the  public  unless 
you  have  some  elbow  room.  Purists 
have  said  that  consent  decrees  should 
be  forbidden;  in  every  case  transgres- 
sors should  be  dragged  into  court. 
"Can  I  tell  you  something?"  he  says, 
and  there's  no  doubt  he  will.  "If  you 
did  away  with  consent  decrees  some- 
body's going  to  have  to  invent  some- 
thing different  that  would  do  the 
same  thing.  You  cannot  run  this  oper- 
ation without  consent  decrees. 

"I'm  proud  of  some  of  our  consent 
decrees.  We  don't  just  tell  the  com- 
pany to  stop  doing  it.  We  usually  have 
affirmative  action,  looking  not  so 
much  at  what  they  did  in  the  past,  but 
how  do  we  prevent  it  from  recurring 
in  the  future.  We've  gotten  back  mil- 
lions of  dollars  for  investors  in  our 
decrees.  We  took  the  International 
Controls  case  and  took  a  company 
that  was  on  the  verge  of  bankruptcy, 
that  would  have  gone  into  bankruptcy 
and  brought  it  back. .  .  .  Now  it's  a 
beautiful  company."  He  pauses  for  a 
moment,  reflecting  on  this  triumph. 
"It's  a  wonderful  company." 

Clearly,  Sporkin  is  quite  proud  of 
his  record,  which  includes  the  Foreign 
Corrupt  Practices  Act,  the  whole 
Vesco  affair,  the  cleaning  up  of  the 
back  rooms  in  Wall  Street  and  a  num- 
ber of  large  corporate  cases.  A  note  of 
sadness  enters  his  voice  as  he  talks 
about  leaving  the  SEC.  There's  so 
much  left  to  be  done:  "The  tax  shelter 
area  is  a  big  thing,  the  takeover  area  is 
going  to  be  a  big  thing.  The  insider 
trading  too.  Now  we're  seeing  that 
they're  utilizing  the  option  market, 
which  is  a  new  technique  in  insider 
trading.  .  .  .  There'll  be,  I'm  sure, 
some  corrupt  practices  cases.  There'll 
be  some  hot  money  cases.  .  .  ." 

The  list  goes  on.  "There  are  a  lot  of 
things  taking  place  today.  We  have  a 
loosening  of  regulations  and  we're 
making  it  easier  to  go  to  the  market- 
place and  get  money.  You've  got  the 
energy  area,  that's  attracting  a  lot  of 
money.  You've  got  the  Denver  prob- 
lem [Forbes,  July  23,  1979]  as  you 
recall.  You've  got  a  lot  of  new  offer- 
ings coming  into  the  marketplace, 
and  there  will  be  failures  that  will  take 
place  and  then  the  questions  are  going 
to  be  raised,  how  the  offerings  were 
distributed." 

Push  him,  though,  on  the  future  and 
his  new  job  and  Stanley  Sporkin  falls 
uncharacteristically  silent.  It's  clear 
he's  already  beginning  to  enjoy  a  fu- 
ture free  of  inquiring  reporters.  ■ 
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YOU  CANT  CONTROL 
LABOR  COSTS. 

YOU  CANT  CONTROL 
MATERIAL  COSTS. 

YOU  CANT  CONTROL 
FUEL  COSTS. 

BUT  YOU  CAN  CONTROL 
YOUR  BOTTOM  LINE. 


THE  DATA  GENERAL  ECLIPSE*  SYSTEM: 

IT  DELIVERS  WHAT  OTHER 
COMPUTER  SYSTEMS  MERELY  PROMISE. 

These  days,  one  doesn't  have  to  sit  through  many 
board  meeting  postmortems  to  know  that  Alka-Seltzer™  and  not 
champagne  is  the  order  of  the  day. 

just  a  casual  perusal  of  the  morning  papers,  or  the  nightly 
news  reveals  the  toll  budget  cuts,  inflation,  deregulation,  increased 
competition,  decreased  productivity,  taxes  and  a  whole  host 
of  other  factors  are  taking  on  today's  senior  executives'  psyches. 

But,  if  you're  looking  for  the  leverage  to  positively 
affect  your  bottom  line  in  this  fiscal  year,  all  is  certainly  not  lost. 

We're  Data  General— a  global,  700-million- 
dollar  corporation  and  vital  supplier  of  computers 
to  77  of  FORTUNE'S  top  100  companies.  Our 
credo  is  more  performance  for  less  money  without 
compromising  any  of  the  elements  we're  famous 
for:  compatibility,  reliability  and  support  second  to 
none.  And  an  obsessive  dedication  to  providing 
ulcer-free  service.  But  don't  just  take  our  word  for  it. 

EE  Hutton  said,  "Our  Data 
General  distributed 


information  system  quietly  revolutionizes  the  way  our  account 
executives  do  business.  Not  only  is  access  by  them  to  online 
information  faster... more  sales  support  information  is  available  at 
their  fingertips  than  ever  before." 

Warner  Communications  said,  "Our  savings  since  the  in- 
stallation of  the  Data  General  system  is  well  over  $2,500,000." 

Stanley  Hardware— A  Division  of  The  Stanley 
Works:  "Data  General  has  vastly  improved  our  order  processing 
efficiency  and  control." 

Saab-Scania  of  America:  "The  system  uptime  is  virtually 
100%.  Instantaneously  we  can  search,  find  and  allocate  emer- 
gency parts  orders  from  any  Saab  location  in  the  U.S.,  making 
our  Data  General  system  the  key  compo- 
nent of  our  customer 
service  network."  And 
the  accolades  continue. 

If  you  want  the 
competitive  edge  to  not 
just  survive  the  eighties 
but  flourish,  be  sure  to 
have  your  Data  Process- 
ing Personnel  contact 
our  local  office  or  write 
to  Data  General, 
4400  Computer  Drive, 
Westboro,Mass.01580. 
Webel  leve  we  have  an 
ECLIPSE  Distributed 
Data  Processing  System  per- 
fectly suited  for  your  needs. 


orporation  hCl  JPSLis  a  registered  trade  mark  of  Data  General  Corporation 


i  w  Data  General 


Swissair  passengers  fly  Swiss  air 
everywhere. 

Swiss  air  is  wherever  Swissair 
passengers  are  —  all  over  the  world.  It's 
in  the  skies  of  Tokyo,  Buenos  Aires, 
Cairo,  and  90  other  cities  in  63  countries. 

Swissair  is  worldwide  because  there 
arc  travelers  all  over  the  world  who 
demand  consistent  quality.  Swissair 
supplies  it.  Which  is  only  natural. 

Swissair  is  a  Swiss  company,  and 
Switzerland's  greatest  commodity  is  not 
gold,  but  service.  And  service  to  the 
Swiss  goes  beyond  what  the  rest  of 
the  world  sees.  For  Swissair,  the  airline 
of  Switzerland,  service  is  translated 
into  a  promise. 

A  promise  to  get  our  passengers 
from  point  A  to  point  B  with  traditional 
professionalism  and  expertise. 

Consistently. 

The  experienced  traveler  has  come  to 
expect  it  everywhere:  in  North  America, 
South  America,  Europe,  Africa, 
the  Middle  East  and  the  Far  East. 

Board  any  Swissair  flight,  anywhere. 
You'll  see  Swissair  passengers  have  a 
special  air  about  them. 

Swissair  departs  worldwide  from 
New  York,  Boston,  Chicago,  Toronto 
and  Montreal. 

Call  Swissair  or  your  travel  agent. 

swissairj£Jf 


Su  issair  is  ever)  where  —  in  I  he  skies  of  93  eities  in  63  countries. 


Can  G.  Heileman  be  the  third-largest  na- 
tional brewer  without  a  national  brand? 


Coming  up  fast 
on  the  outside 


By  Paul  B.  Brown 


A TELESCOPE  IS  POINTED  at  the 
headwaters  of  the  Mississippi 
i  River  in  Russell  G.  Cleary's 
office  in  LaCrosse,  Wis.  A  pair  of  bin- 
oculars lie  on  a  conference  table  near 
the  back  wall. 

"They're  for  watching  eagles,"  says 
the  47-year-old  chairman  of  the  G. 
Heileman  Brewing  Co.  "People  never 
believe  me  when  I  tell  them  we  have 
eagles  up  here.  I  finally  had  to  take 


ing  debt  gradually  over  the  decade  to  a 
27%  debt-to-capital  ratio — roughly 
the  industry  norm. 

"We  are  building  a  house  brick  by 
brick,  and  it's  solid,"  says  Cleary. 
"We  don't  give  a  damn  about  what 
anybody  thinks.  Maybe  it  isn't  the 
Harvard  textbook  way  of  building  a 
beer  business,  but  it  works." 

Robert  S.  Weinberg,  a  consultant 


pictures  to  prove  it.  I  like  watching 
eagles." 

There  is  double  meaning  in  these 
remarks,  of  course.  Anheuser-Busch 
Companies,  Inc.,  the  nation's  largest 
brewer,  features  eagles  on  all  its  prod- 
ucts and  even  has  one  in  the  corporate 
logo.  Cleary  likes  watching  those  ea- 
gles, too.  Heileman  is  now  the  coun- 
try's sixth-largest  brewer  and  could 
be  third  by  year's  end. 

In  the  never-ending  beer  wars,  the 
conventional  wisdom  is  that  the  gi- 
ants— Busch  and  Miller  Brewing  Co., 
which  together  own  49%  of  the  mar- 
ket— are  expanding  at  the  expense  of 
the  regional  brands.  The  local  brew- 
eries seem  doomed  to  fade  away  like 
the  bubbles  in  day-old  beer.  Except  for 
one:  G.  Heileman,  the  fastest-growing 
beer  company  in  the  country,  with  a 
return  on  equity  that  has  averaged 
30.2%  over  the  last  five  years,  double 
the  beverage  industry  average.  Cleary 
has  achieved  that  track  record  in 
much  the  same  way  that  the  lames 
River  Corp.  (Forbes,  Mar.  3,  1980)  j-vsou 
has  in  the  paper  business:  by  acquir- 
ing  at  steep  discounts  the  small  re- ' 
gional  plants  the  big  companies  had 
no  use  for,  thus  gradually  building  up 
enough  capacity  to  achieve  econo- 
mies of  scale  in  materials  purchasing 
and  administration.  What's  more,  he 
did  it  mainly  out  of  cash  flow,  lower- 


Last  month  Stroh  announced  it  had  acquired 
Schaefer.  Stroh  still  ranks  number  seven 
Source  R  S  Weinberg  and  Associates 


Only  Busch,  Miller  and  Heileman 
have  expanded  their  market  share  in 
the  past  four  years.  While  Busch  has 
grown  by  23%  and  Miller  by  39%,  Hei- 
leman's  sales  are  up  91%  since  1977. 


retained  by  most  of  the  nation's  42 
beer  companies,  thinks  Heileman's 
achievement  has  been  brilliant. 
"They  are  the  guerrilla  fighters  of  the 
brewing  industry,"  he  says. 

Heileman  executives  like  the  anal- 
ogy. John  S.  Pedace,  executive  vice 
president  for  marketing,  uses  it  when 
describing  the  competition.  "Busch 
and  Miller  are  the  enemy,"  he  says, 
pounding  the  table  hard  enough  to 
upset  his  roast  beef  sandwich.  "It's 
really  that  simple.  While  we  respect 
them,  we  are  not  going  to  be  intimi- 
dated by  either  their  size  or  their 
bankroll." 

Cleary  agrees.  "This  is  a  fiercely 
competitive  business.  We  have  to  be 
aggressive.  If  we  play  by  their  rules, 
we  are  going  to  be  killed.  That's  the 
history  of  this  business." 

By  their  rules,  Cleary  means  com- 
peting head-to-head  nationally 
against  Busch  and  Miller.  He  quickly 
concedes  he  lacks  the  resources  to  do 
that.  After  all,  Busch's  net  income 
last  year  was  5  times  Heileman's  $34 
million.  So  Heileman  competes  in 
selected  markets  instead.  The  com- 
pany is  now  number  one  in  Wiscon- 
sin, Illinois,  Minnesota  and  Washing- 
ton. The  bulk  of  its  strength  is  in  the 
Midwest. 

"The  beer  business  really  is  a  region- 
al business,"  says  Cleary.  "We  have 
chosen  not  to  force  our  brands 
into  new  markets  but  to 
build  on  the  regional  brands 
we  have  acquired.  They 
have  been  there  for  years 
and  mean   something  to 
people."  So  Heileman  buys 
local  breweries,  instead  of 
building  new  plants,  be- 
cause it  is  cheaper.  And 
Cleary  buys  only  when  he 
knows  he  can  get  a  good 
price.  The  1979  purchase  of 
Carling  National  Breweries 
in  Maryland  was  a  classic 
example. 

Heileman  wanted  Carling's 
Colt  .45  malt  liquor  label  and  its 
market  on  the  East  Coast.  The  com- 
pany paid  $33  million  cash  for  Car- 
ing. But  according  to  Robert  J.  Kor- 
kowski,  Heileman's  vice  president  for 
finance,  his  company  stood  to  recoup 
the  purchase  price  even  before  it  sold 
its  first  can  of  Carling  by  selling  off 
superfluous  capacity  and  using  a  car- 
ried-over  tax  loss  that  the  ailing 
Carling  couldn't  use. 
Lately  Heileman  has  built  up  formi- 
dable internal  growth  as  well,  in  part 
because  of  Cleary's  policy  of  compet- 
ing chiefly  against  the  weaker  region- 
al brewers.  When  acquisitions  during 
the  last  two  years  were  filtered  out, 
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Discovered:  the  "Missing  Link" 
n  high-speed  facsimile  networks. 


Until  now  management  has  faced  a 
dilemma  in  setting  up  a  facsimile 
network. 

With  costs  soaring  for  the  use  of 
telephone  lines,  analog  facsimile  is  too 
slow  for  offices  that  have  to  transmit  a 
large  volume  of  communications.  Yet 
installing  only  high-speed  digital 
facsimile  is  too  expensive.  And  mixing 
them  has  been  impossible  because 
analog  has  always  had  to  talk  to 
analog  and  digital  to  digital. 

Now  that's  all  changed.  NEC's 
System  III  supplies  the  "Missing  Link" 
between  analog  and  digital. 

At  last  you  can  have  an  efficient  mix 
of  medium  and  high-speed  units  in 
your  facsimile  network.  System  III 
transmits  digitally  to  Group  III  mach- 
ines at  speeds  as  fast  as  15  seconds 
per  page  (even  at  night  or  unattended). 
When  talking  with  our  NEFAX-3500 
or  any  Group  II  machine,  it  auto- 


matically switches  to  the  analog  mode 
and  transmits  in  3  minutes. 

NEC's  System  III  gives  you  many 
other  features,  too.  For  example,  it 
automatically  reduces  oversize 
computer  printouts  to  manageable 
8V2"  widths  for  both  Group  II  and 
Group  III  machines.  It  also  polls 
automatically  so  you  can  transmit  and 
receive  on  the  same  call. 

For  information  on  the  System  III 
and  NEFAX-3500,  contact  NEC 
America,  Inc.,  532  Broad  Hollow  Road, 
Melville,  NY  11747.  Call  toll-free 
800-645-9836,  or  in  New  York  call 
516-752-9700.  Tell  them  you  want 
to  find  out  how  the  "Missing  Link" 
can  help  make  your  facsimile 
network  efficient. 
Efficiency  in  network  facsimile. 

NEC 

NEC  America,  Inc. 


"I  have  to  make  sure  we  do  things  right 
That's  my  name  on  the  door." 


— Bill  Marriott,  President 
Marriott  C(/rporation 


"Checking  on  our  hotels,  last 
year,  I  traveled  110;000  miles. 

I  visited  every  single  Marriott 
Hotel -some;  more  than  once. 

I  inspected  more  than  1;000 
hotel  rooms.  Examined  48 
ballrooms.  Toured  63  kitchens. 

So  I  know  as  well  as  you  do: 
business  trips  are  hard  work. 

That's  one  reason  all  of  us  at 
Marriott  work  so  hard  to  take  the 
hassle  out  of  your  stay 

We  think  that  when  you  chec 
in;  you  should  be  able  to  check  in 
fast.  And  if  you  ask  for  a  6:15  wake 
up  call,  that's  when  it  should  arrive 

It's  just  a  question  of  paying 
attention  to  the  details. 

This  attitude  helps  explain  wl 
Marriott  has  one  of  the  highest  occ 
pancy  rates  in  the  hotel  industry 
And  why  the  Mobil  Travel  Guide 
gives  Marriott  more  4--star  ratings 
than  any  other  hotel  company 

That  makes  all  of  us  at  Marrio 
proud.  And  no  one,  more  than  me 

Because  every  4-star  rating  gc 
to  a  hotel-with  my  name  over  th« 
door." 

Marriott  Hotels. 


WHERE  TO  FIND 
MARRIOTT  HOTELS: 

UNITED  STATES 

Anaheim.  CA 
Atlanta.  GA/4  locations 
Austin,  ~TX 

Baltimore.  MD/Marnotts  Hunt  Valley  Inn 
Blacksburg.  VA 
Boston.  MA 
Buffalo.  NY 

Chicago.  IL/4  locations 
Cincinnati.  OH 
Cleveland.  OH/  2  locations 
Columbus.  OH/  2  locations 
Dallas.  T~X/2  locations 
Denver.  CO/ 2  locations 
Des  Moines.  LA 
Detroit/ Ann  Arbor.  Ml 
Fort  Lauderdale.  FL 
Fort  Wayne.  IN 
Galveston.  TX 
Grand  Rapids.  Ml 
Harrisburg.  PA 

Hawaii/ Maui  Marriott  Resort 
Hilton  Head.  SC 
Houston.  TX/4  locations 
Indianapolis.  IN 
Kansas  City.  MO 

Key  West.  FL/ Marriott's  Casa  Marina  Resort 

Laxe  of  the  Ozarks.  MO/Tan-Tar-A  Resort 

Lexington.  KY/Marriott's  Lexington  Resort 

Los  Angeles.  CA 

Louisville/  Clarksville.  IN 

Marco  Island.  FL/ Marco  Beach  Hotel  &  Villas 

Marina  del  Rey.  CA 

Miami.  FL 

Mlwaukee.  WI 

Mnneapolis  Bloomington.  MN 

Nashville.  TN 

New  Orleans.  LA 

Newport  Beach.  CA 

New  York.  NY/2  locations 

Orlando.  FL 

Philadelphia.  PA 

Pittsburgh.  PA, '2  locations 

Pordand.  OR 

Providence.  RI 

Rancho  Mrage.  CA/ 

Marriott  s  Rancho  L.as  Palmas  Resort 
Rochester.  NY/  2  locauons 
Saddle  Brook.  NJ 
St.  Louis.  MO/2  locauons 
Salt  Lake  City.  UT 
San  Antonio.  TX 

San  Francisco  Bay.  CA/at  Berkeley  Marina 
Santa  Barbara.  CA/ Santa  Barbara  Biltmore 
Santa  Clara.  CA 

Scottsdale.  AZ/ Marriott  s  Camelback  Inn 

Seattle.  WA 

Somerset.  NJ 

South  Bend.  IN 

Springfield.  MA 

Stamford,  CT 

Syracuse.  NY 

Tampa.  FL 

Tarrytown.  NY 

Tucson.  AZ 

Vail.  CO 

Washington.  DC/7  locations 
Worcester.  MA 
INTERNATIONAL 

Acapulco.  Mexico/Paraiso  Marriott 

Amman.  Jordan 

Amsterdam.  The  Netherlands 

Barbados.  West  Indies/Sam  Lord's  Casde 

Dhahran.  Saudi  Arabia 

Kuwait  City.  Kuwait 

Panama  City.  Panama 

Riyadh.  Saudi  Arabia/ 2  locations 

Note:  New  Marriotts  will  soon  be 
opening  in  Hawaii,  the  Mddle  East,  and 
elsewhere  around  the  world.  Call  for  up-to- 
date  information. 

RESERVATIONS:  Call  a  pro- 
fessional, your  travel  agent,  or 
Marriott's  toll-free  number  (800) 
228-9290. 
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Heileman  was  still  the  third-fastest- 
growing  beer  company  in  1979  and 
second-fastest  last  year,  according  to 
consultant  Weinberg. 

How  long  can  Heileman  keep  up 
the  pace?  Manny  Goldman,  a  vice 
president  with  Sanford  C.  Bernstein 
&  Co.,  is  convinced  that  Heileman 
will  be  the  nation's  third-largest  brew- 
er by  the  end  of  the  year,  passing 
Pabst,  Schlitz  and  Coors,  which  now 
rank  third,  fourth  and  fifth.  The  same 
view  is  not  uncommon  on  Wall 
Street,  where  Heileman  shares  have 
increased  from  7  in  1977  to  a  recent 
price  of  38. 

Heileman  officials  are  a  little  more 
conservative.  They  have  set  a  goal  of 
14.5  million  barrels  this  year,  an  in- 
crease of  about  10%.  Given  that, 
Cleary  said  the  company  should 
move  up  one  place  in  rank  and  possi- 
bly two,  "providing  there  are  no  fur- 
ther acquisitions." 

Schlitz,  the  country's  fourth-largest 
brewer,  has  suffered  sales  declines  of 
32%  over  the  past  four  years  and  is 
rumored  to  be  Heileman's  next  pur- 
chase, but  Cleary  won't  talk  about 
which  companies  he  and  his  staff  dis- 
cuss on  Saturdays  when  they  stare  at 
the  map  on  the  wall  behind  his  desk. 

"Right  now,  everybody  below  num- 
ber two  better  think  about  what's  go- 
ing to  be  left,"  Cleary  said.  "There 
will  certainly  be  fewer  brewers  than 


there  are  now."  Even  as  Cleary  was 
speaking,  Stroh,  the  nation's  seventh- 
largest  beer  company,  was  in  the  pro- 
cess of  acquiring  the  F.&M.  Schaefer 
Corp.  of  New  York.  The  acquisition  of 
Schaefer,  formerly  number  ten,  will 
not  change  Stroh's  ranking. 

Can  he  overtake  Busch  or  Miller? 

"I  don't  think  that's  our  objective," 
he  replies  quickly.  "I  would  rather  be 
number  three  [in  sales]  with  the  high- 
est return  on  equity  and  best  earnings 
growth  gains  in  the  industry."  Won't 
that  become  increasingly  difficult  for 
G.  Heileman  as  it  outgrows  the  re- 
gional game  and  is  forced  to  expand 
its  acquired  plants? 

Not  at  all,  Cleary  replies.  He  will  be 
able  to  handle  the  expansion  out  of 
cash  flow,  for  the  most  part,  and  when 
he  runs  out  of  small,  regional  brew- 
eries to  acquire,  he  will  simply  go  out 
and  buy  bigger  ones.  And  even  if  he 
buys  a  larger  company,  it  won't  force 
Heileman  out  of  its  overall  strategy  of 
trying  to  corner  regional  markets 
with  regional  brands. 

"If  you  look  at  the  brewers  below 
number  two,  you  will  see  that  they  do 
not  have  uniform  sales  across  the  na- 
tion," says  Cleary.  "Each  brand  sells 
well  in  a  particular  area.  If  we  were  to 
buy  Pabst  or  Schlitz  or  whoever,  there 
would  be  no  reason  to  try  to  sell  the 
brands  nationally.  You  just  want  to 
fish  where  the  fish  are."  ■ 
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Pessimistic  about  interest  rates  and  infla- 
tion? Afraid  of  owning  equities?  Here  is  a 
man  who  thinks  he's  found  a  perfect  com- 
promise: convertible  bonds. 

The  Rothschilds 
of  Baltimore 


The  Money  Men 


By  William  Baldwin 


WPhen  Stanford  Rothschild  Jr. 
graduated  from  the  Universi- 
ty of  Pennsylvania's  Wharton 
School  in  1947,  he  went  to  work  for 
Baltimore-based  Sun  Life  Insurance 
Co.  of  America.  His  grandfather  and 
granduncle  had  bought  the  company 
in  1893  for  $15,000.  Eventually  Roth- 
schild became  Sun's  president,  but  in- 
vestment management  was  his  forte: 
Over  20  years  he  helped  turn  Sun's 
$700,000  stock  portfolio  into  $17  mil- 
lion. But  in  1971,  he  says,  he  decided 
the  insurance  business  would  never 
thrive  in  a  world  of  inflation.  He  sold 
Sun — by  then  public  but  still  half- 
owned  by  the  Rothschild  clan — to 


Kaufman  &  Broad,  the  real  estate 
firm,  for  $68  million  in  stock. 

Rothschild,  a  slightly  built,  well- 
tanned  man  who  looks  younger  than 
his  55  years,  quickly  unloaded  his 
K&B  shares  and  soon  launched  a  sec- 
ond career  as  an  investment  adviser. 
Today  Rothschild  &  Co.,  his  eight- 
year-old  firm,  manages  $400  million 
and  has  averaged  a  13%  annual  return, 
vs.  8%  for  the  S&P's  500.  What  sets  it 
apart  from  the  crowd  is  a  commit- 
ment to  convertible  bonds  and  con- 
vertible preferred  stocks.  These  ac- 
count for  one-third  of  Rothschild's  as- 
sets and  make  his  accounts  less 
volatile  than  a  pure  equity  portfolio. 
"We  are  willing  to  lag  in  an  up  market 
as  long  as  we  go  down  significantly 


Stanford  Rothschild  of  Baltimore's  Rothschild  Co. 

Swiss-franc  bonds  are  the  best  way  to  buy  Tyco  Labs  common  stock. 


less  in  bad  markets,"  he  says.  "Thej 
cumulative  results  are  a  hell  of  a  lofll 
better."  The  results  are  also  bettei 
than  the  typical  combination  of  equij 
ties  and  bonds.  "We  have  never  usedl 
[straight]  long-term  bonds.  These  arefl 
inflation  bear  traps." 

What  makes  convertibles  so  won-| 
derful?  They  sometimes  allow  Roth- 
schild to  buy  common  stock  at  a  bar-) 
gain  price.  Tyco  Labs,  for  example,  is 
a  company  he  likes.  But  instead  oil 
buying  its  stock,  Rothschild  recently! 
bought  5  million  francs'  worth  of  Ty- 
co's Swiss  bonds.  The  5.7%  yield  inl 
francs  is  better  than  the  stock's  3%[ 
yield  in  dollars,  and  if  Tyco  does  welll 
the  bonds  can  be  converted  into  Bij;| 
Board  shares.  What's  more,  Roth- 
schild got  the  bonds  at  a  2%  discount 
from  their  then-current  conversionl 
value.  That  sounds  too  good  to  bel 
true,  but  then  not  many  American! 
investors  watch  the  Zurich  bond  ex-| 
change.  "We  have  no  patents  in  this 
business,"  Rothschild  says.  "A  lot  oil 
what  we  do  is  simply  knowing  wheal 
to  go  and  letting  people  know  we  art| 
buyers  of  this  merchandise." 

Even  though  there  are  more  thanj 
$50  billion  of  convertible  securities  orl 
the  market  worldwide,  the  often  ob[ 
scure  issues  that  Rothschild  likes! 
have  public  floats  of  as  little  as  $ll 
million — too  small  for  a  big  firm  tc| 
bother  with.  So  Rothschild  keepsi 
things  small  and  close-knit.  His  couS'j 
in  handles  client  relations,  and  hia 
daughter  designed  his  offices  in  a  renij 
ovated  building  near  Baltimore's  in 
ner  harbor.  He  has  only  two  partners  I 
lames  Knittle  Jr.,  37,  who  was  onccl 
the  youngest  investment  vice  presif 
dent  at  Baltimore's  Mercantile  Safsl 
Deposit  &  Trust  Co.,  and  Joseph  Ml 
Wikler,  40,  who  has  an  economic:| 
degree  summa  cum  laude  from  Yale. 

At  the  moment,  Rothschild  apl 
proaches  his  beloved  convertible:[ 
with  a  dose  of  caution.  In  the  latt 
Sixties  such  hybrids  were  offered  a  I 
hefty  premiums  to  the  already  overl 
priced  common  stocks  underlying 
them.  By  1974  high  interest  rate[ 
made  convertibles  unattractive  a  I 
bonds  just  when  the  market  crasil 
killed  them  as  equity  investments! 
Now  the  return  of  glamour  stocks  anol 
the  decay  of  straight  long-term  bond  [ 
is  bringing  a  resurgence.  "You  can  ge 
sandbagged  on  new  issues,"  say  I 
Rothschild,  who  buys  almost  exclul 
sively  in  the  aftermarket.  "They  often 
come  out  when  the  stock  is  popular.'! 

Rothschild  nonetheless  sees  som[ 
good  buys  among  outstanding  con| 
vertibles — at  least  in  comparison  ti 
the  stocks  they  can  be  exchanged  foil 
"There  are  a  lot  of  securities  when 
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EMERY  DELIVERED 
A  19,000  POUND  CRANE 

WITHOUT  AN 
OUNCE  OF  TROUBLE. 


While  some  air  freight  companies 
have  weight  and  size  limitations,- 
there's  no  limit  to  what  you  can  ship 
with  Emery. 

Take,  for  example,  what  hap- 
pened last  year  in  a  remote  coal  min- 
ing town  in  Pennsylvania.  A  major 
generator  shorted  out.  And  replacing 
it  required  a  nineteen-thousand  .  , 
pound  crane,  that  was  more  than  three 
thousand  miles  away. 

So  they  called  Emery.  And  not 
only  did  we  pick  up  the  crane  and  drive 
it  out  to  the  airport,  we  had  a  plane 
waiting  for  it  when  it  got  there.  So  by 


.Mm 


«/  mm* 


I 


morning,  the  mine  was  out  of  the  dark 
and  back  in  the  black. 

Actually,  moving  any  problem 
shipment  is  no  problem  at  all  for  Emery. 

While  we  use  our  own  planes  to 
service  major  U.S.  cities,  we  also 
reserve  space  on  key  flights  of  practi- 
cally every  airline  that  carries  freight. 

•    So  call  us.  After  all,  why  use  an 
air  freight  company  with  a  weight  limit, 
when  at  Emery  the  sky's  the  limit? 

EMERU 

AT  THE  RIGHT  PLACE,  AT  THE  RIGHT  TIME. 


you've  got  to  be  a  damn  fool  to  buy 
the  common  rather  than  the  convert- 
ible," Wiklcr  says.  Consider  the  Oak 
Industries  11%  bond,  due  in  2000  and 
convertible  into  40  shares  of  stock. 
The  stock  was  recently  trading  at  33 
and  the  bond  at  137,  so  that  the  bond 
is  at  a  slight  premium  to  the  underly- 
ing stock— $50  per  $1,000  bond. 

What  do  you  get  for  this  premium? 
First,  a  much  nicer  annual  yield:  8% 
on  the  bond,  vs.  0.7%  on  the  stock.  On 
that  score  alone  the  bond  would  pay 
for  itself  in  a  matter  of  months.  But 
the  $50  also  buys  you  some  insurance. 
If  the  stock  collapses,  the  bond  will 
still  have  value  as  a  fixed-income  se- 
curity. Minus  the  conversion  feature, 
it  would  be  worth  about  $750,  accord- 
ing to  Value  I ine  options  &  Convertibles. 
Doesn't  this  mean  the  convertible  is  a 
steal?  Not  necessarily.  Oak,  an  elec- 
tronic parts  manufacturer  and  cable- 
television  operator,  may  be  over- 
priced at  17  times  earnings. 

Still,  convertibles  can  help  an  indi- 
vidual investor  maximize  his  profits. 
After  picking  a  stock,  advises  Wilder, 
look  for  a  convertible  equivalent  be- 
fore placing  your  buy  order.  Some- 
times the  convertible  is  hard  to  find. 
Rothschild,  for  example,  has  been 
buying  Chieftain  Development,  a 
Canadian  oil  producer,  via  its  convert- 
ible preferred,  which  has  no  conver- 
sion premium  but  sports  a  1.8%  yield 
advantage.  The  common  is  traded  on 
the  American  Exchange,  but  the  con- 
vertible is  available  only  in  Canada. 

Not  all  convertible  securities  trade 
near  their  common  stock  value.  The 
other  extreme  is  a  bond  so  far  out  of 
the  money  that  it  behaves  like  a  fixed- 
income  investment.  First  Pennsylva- 
nia 5%  bonds  of  1993  were  quoted 
recently  at  $395  per  $1,000  bond,  for  a 
17.4%  yield  to  maturity — assuming 
the  bank  survives  until  then.  That's 
only  $15  more  than  the  bond  would  be 
worth  without  the  conversion  privi- 
lege. The  bond  is  convertible  into 
23 lA  shares  of  First  Perm  common, 
worth  all  of  $110  currently.  Roth- 
schild doesn't  bother  with  long  shots 
like  that,  for  the  same  reason  that  he 
shuns  straight  long-term  bonds. 

There  is  ,  of  course,  a  tradeoff:  The 
lower  the  conversion  premium,  the 
less  protection  against  a  drop  in  the 
stock  price,  but  the  better  protec- 
tion— or  so  Rothschild  thinks — 
against  inflation.  That's  why,  when 
he  buys  convertibles  today,  Stanford 
Rothschild  is  more  interested  in  find- 
ing an  attractive  way  to  acquire  stock 
in  companies  he  likes  than  he  is  in 
locking  up  high  long-term  yields.  For 
the  careful  shopper,  he  believes,  bar- 
gains abound.  ■ 


Folks  like  Arco,  Socal  and  Sohio  now  own 
over  half  of  the  U.S. '  copper  reserves.  Is  their 
diversification  strategy  a  plan  to  buy  and 
invest — or  to  buy  and  hold? 

Mixing  oil 
and  copper 


By  Carol  E.  Curtis 


Since  1977  Atlantic  Richfield  has 
owned  Anaconda.  Sohio  will 
pay  $1.77  billion  for  Kennecott. 
Socal  offered  $4  billion  to  expand  its 
stake  in  Amax. 

Big  oil,  in  short,  is  paying  big  bucks 
to  buy  into  copper.  Even  though 
reams  of  copy  have  been  written 
about  each  of  these  specific  moves, 
few  analysts  have  assessed  their 
broader  significance.  There  are  ten 
major  copper  producers  that  hold 
nearly  all  U.S.  reserves,  and  oil  com- 
panies now  own  or  have  major  inter- 
ests in  six  of  them.  Asarco,  Newmont 
Mining  and  Phelps  Dodge — the  re- 
maining independents — are  all  tempt- 
ing takeover  targets.  The  oil  industry 
already  controls  over  half  of  domestic 
copper  resources  and  55%  of  current 
production,  up  from  34%  just  three 
years  ago.  Should  Socal  ever  renew  its 
bid  for  Amax  and  win  the  takeover 
fight,  this  would  rise  to  63% — far  larg- 
er than  the  oil  industry's  current  25% 
share  of  coal  production. 

Part  of  the  reason  for  this  march 
into  metal  is  the  fact  that  buyers  spot- 
ted bargains — and  had  the  cash  to 
snap  them  up.  "The  mining  compa- 
nies were  strapped  financially,  and  oil 
companies  bought  capacity  in  place 
more  cheaply  than  they  could  build  it 
themselves,"  says  Robert  Lesemann, 
a  market  analyst  with  Commodities 
Research  Unit.  "They  got  the  assets 
quite  cheap." 

In  the  biggest  current  acquisition, 
for  example,  Sohio  acquired  Kenne- 
cott's  375,000  metric  tons  of  annual 
production  capacity  for  $1.77  billion. 
For  Sohio  to  build  instead  of  buy,  it 
would  require  some  $3  billion  at  cur- 
rent costs  of  $7,500  to  $8,000  per  ton 
of  capacity.  Similarly,  Arco  bought 


Charles  Barber  of  Asarco 
Fighting  off  submersion  in  oil. 

Anaconda  for  $700  million,  much  less 
than  it  would  have  cost  to  enter  the 
copper  business  on  its  own. 

Copper  capacity,  however,  was 
cheap  for  a  reason.  For  the  moment, 
of  course,  copper  prices  are  80  cents  to 
85  cents  per  pound,  and  the  industry's 
two  biggest  markets — automobiles 
and  construction — are  in  the  dol- 
drums'. Beyond  that,  there  is  the  mas- 
sive financial  burden  of  complying 
with  recent  environmental  regula- 
tions. The  industry  has  spent  $2  bil- 
lion over  the  last  12  years  on  air- 
pollution-control  equipment  alone, 
and  more  money  will  be  required.  It 
still  costs  Asarco,  for  example,  $50 
million  a  year  to  control  pollution.  As 
a  result  of  these  expenses,  building  of 
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Tips  from  CPT 
on  what  to  look  for 
in  a  word  processor 


CPToffers  a  plain  English  explanation 
of  exactly  what  word  processing  is,  and 
some  helpful  pointers  on  how  to 
:hoose  from  over  70  makes 


Nord  processing  is  simply  a 
aster,  easier,  less  expensive 
vay  to  type. 

With  a  modern  word 
processor  (such  as  the 
"PT  8000,  right),  you  type  on 
i  screen  instead  of  paper. 

You  can  type  at  full  rough- 
Iraft  speed  without  worrying  about 
:rrors.  Leave  out  a  word  or  a 
paragraph?  No  worry.  Just  go  back 
md  type  it  in.  You  can  readjust  the 
:ntire  text  without  retyping. 

"Electronic  filing" 

Aost  word  processors  have  some 
orm  of  memory.  This  may  range 
rom  a  magnetic  card,  which  holds  a 
ingle  business  letter,  to  the  disks 
lsed  in  the  CPT  8000,  which  hold 
wer  a  hundred  full-page  letters. 

This  electronic  storage  allows 
'ou  to  recall  individual  pages  to  the 


Clip  and  save  this  checklist  of  features 
to  compare  different  models 


Featur 


Black-on-white  full-page 

screen 

Easily  expanded  with  soft- 
ware packages 

Standard  keyboard  and 
plain  English  commands 

Automatic  hyphenation 

Dual  disk  drives  and 
standard  120-page  disks 

Simultaneous  input/ output 

Comprehensive  training 
and  local  dealer  support 


CPT 

8000 


Brand 

"B" 


YES 


NO 


creen  in  seconds.  So  you  can  make 
:hanges  at  any  time  as  easily  as  you 
:orrected  the  original. 

Only  when  the  document  is 
etter-perfect  do  you  transfer  it  from 
creen  to  paper— at  up  to  540  words 
i  minute. 

Things  to  look  for 

four  search  for  the  right  word  pro- 
:essor  will  be  greatly  simplified  if  you 


with  these  basics 
1.  Don't  buy 
too  little — or 
too  much — 
word  proces- 
sor. Least 
expensive  are 
"intelligent 
typewriters',' 
with  very  limited  functions.  At  the 
other  end  of  the  scale  are  expensive 
shared  systems. 

Most  popular  by  far  are  the 
"standalone"  models.  The  CPT  8000, 
for  example,  fits  easily  on  a  desk  top, 
yet  has  nearly  all  the 
automated  features  of 
even  the  largest  systems. 

2.  Look  for  a  full-page 
screen  with  a  clear 
image.  The  full-size, 
black -on-white  screen  is 
a  major  feature  of  the 
CPT  8000.  Some  com- 
petitive models  have  only 
a  partial-page  display, 
and  a  green-on-green 
computer-like  screen. 

3.  Be  sure  the  word 
processor  you  select  is 


Brand 

«C" 


YES 


NO 


Brand 
"D" 


YES 


called  "software  programming','  can 
enhance  your  word  processor  so  it 
can  perform  many  other  office  tasks. 

The  CPT  8000,  for  instance, 
can  also  be  used  to  prepare  your 
office  payrolls,  keep  ledgers,  handle 
inventory  and  bookkeeping,  and 
more.  Be  sure  the  word  processor 
you  choose  has  this  important  feature. 

There  are  more  things  to  look 
for  than  we  can  touch  on  here.  For  a 
thorough  explanation  of  word  pro- 
cessing, and  more  tips  on  what  to 
look  for,  send  for  our  free  booklet 
CPT  Takes  the  Mystery  Out  of 
Word  Processing. 

r-— H 
i  CPT 


easy  to  use.  Look  for  things  like  a 
standard  keyboard,  and  plain  English 
commands.  The  CPT  8000  is  so 
easy  to  learn,  most  secretaries  will  be 
turning  out  actual  work  after  a  short 
period  of  instruction. 
4.  Plan  for  your  needs.  It  is  tempt- 
ing to  use  your  word  processor  as  a 
"fancy  typewriter"  just  because  your 
procedures  are  set  up  that  way. 
However,  a  relatively  new  feature, 


Mail  to:  CPT  Corporation 

P.O.  Box  17 

Minneapolis,  MN  55440 
I  d  like  to  know  more  about  word  processing  and 
the  CPT  8000.  Please  send  me  your  free  booklet 
CPT  Takes  the  Mystery  Out  of  Word  Processing 

Name  

Title/Company  

Address  

City  


.State. 
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new  facilities  has  been  deferred. 
"How  are  you  going  to  make  the  in- 
vestment, maintain  the  cash  flow  and 
make  the  thing  pay?"  asks  one  copper 
expert. 

Enter  big  oil,  with  its  hoard  of  cash. 
A  potent  argument  in  favor  of  oil-and- 
copper  mergers  is  that  the  energy  gi- 
ants bring  the  financial  muscle  for 
massive  capital  expenditures.  Says 
Geoffrey  Croome  of  Commodities 
Research  Unit,  "Copper  has  become 
an  incredibly  expensive  business,  and 
oil  offers  financial  security.  Compa- 
nies can  ride  out  the  downturns  bet- 
ter." Croome,  in  fact,  worries  that  the 
oil  industry  will  overinvest  in  capac- 
ity, aggravating  production  surpluses. 

Perhaps.  But  there  are  indications 
that  oilmen  can  wield  some  very 
sharp  pencils.  In  September,  for  exam- 
ple, Anaconda  decided  to  close  a  Mon- 
tana smelter  capable  of  refining  9%  of 
all  U.S.  copper.  Anaconda's  Arco 
management  opted  against  spending 
$400  million  to  meet  clean  air  rules, 
and  as  a  result  Montana  copper  con- 
centrate is  being  shipped  to  Japan  for 
refining  (Forbes,  Mar.  2,  1981). 

Critics  of  oil  company  involvement 
in  copper  point  out  that  Anaconda  is 
the  only  copper  producer  ever  to  close 
down  a  smelter  rather  than  upgrade  it. 
Arco  made  its  decision,  of  course,  be- 
cause the  current  return  on  its  money 
could  be  maximized  elsewhere — and  a 
pure  copper  company  might  have  act- 
ed otherwise. 

For  example,  Asarco  Chairman 
Charles  Barber  says  his  company  will 
put  up  some  $135  million  to  correct  a 
similar,  problem  at  its  smelter  in  Ari- 
zona. Phelps  Dodge,  another  indepen- 
dent, is  reluctantly  spending  $195 
million  on  its  two  Arizona  smelters. 
Says  Barber,  "Experience  convinced 
us  that  we  were  better  off  dredging  up 
the  additional  funds.  But  if  other  oil- 
owned  companies  follow  the  path  of 
Anaconda,  and  more  production  is  ex- 
ported, we  won't  control  our  own  cop- 
per supply."  That,  of  course,  is  a  po- 
litical decision,  and  in  view  of  current 
proposals  to  increase  stockpiles  of 
metals  like  cobalt  and  titanium,  the 
Reagan  Administration  might  be  sur- 
prisingly receptive  to  proposals  to  pro- 
tect domestic  producers. 

Unless  the  government  intervenes, 
however,  new  money  won't  necessar- 
ily flow  to  copper,  even  though  copper 
needs  it  and  the  oil  industry  has  it. 
Simon  Strauss,  a  copper  expert,  points 
out  that  when  it  comes  to  commit- 
ting cash,  big  oil,  with  a  large  array  of 
energy-related  alternatives,  may  well 
evaluate  copper  projects  even  more 
critically  than  do  the  copper  compa- 
nies. In  that  case,  he  argues,  U.S.  cop- 


per processing  capacity  could  decline, 
putting  the  U.S.  at  a  disadvantage  in  a 
strategic  metal. 

Apart  from  what  oil  will  do  for  cop- 
per, of  course,  there  is  also  the  ques- 
tion of  what  copper  will  do  for  oil.  In 
the  main  mergers  so  far,  copper's  av- 
erage return  on  investment  has. been 
disappointing.  Right  after  Sohio  an- 
nounced its  bid  for  Kennecott,  its 
price  dropped  by  $3  a  share. 

One  critic  looks  at  the  situation 
this  way:  He  says  that  at  least  $1 
billion  will  be  required  to  shape  up 
Kennecott's  copper  properties.  But  if 
Sohio  had  taken  its  $2.5  billion  cash 
flow  and  socked  it  away  in  20-  or  30- 
year  instruments,  he  calculates  it 
would  be  getting  $375  million  in  an- 
nual income.  Not  for  at  least  three 
decades  does  he  see  Kennecott  mak- 
ing that  kind  of  money. 


Still,  oil  companies  are  the  longest 
of  long-term  investors.  At  the  same 
time,  their  need  to  deploy  cash  is 
enormous.  Petroleum  projects  eat  up 
capital  largely  in  the  development 
phase — and  for  the  moment  there  are 
no  North  Seas  or  North  Slopes  on  the 
horizon. 

What's  more,  the  industry  has  a  dis- 
mal diversification  record  in  areas 
where  active  management  is  essen- 
tial. Look  at  Mobil's  troubles  with 
Montgomery  Ward  and  the  disarray  of 
Exxon's  office  products  operations. 
Wiser,  perhaps,  to  sink  billions  into 
metal — safely  underground  in  the 
western  U.S. — and  to  wait  patiently 
for  prices  to  rise  and  the  economics  of 
mining  to  improve.  Copper  compa- 
nies can't  afford  that  luxury — which 
may  be  the  reason  they  don't  like 
their  rich  new  competitors.  ■ 


Oil's  big  stake  in  copper 


The  depressed  copper  industry  has  found  a  friend  in  big  oil  compa- 
nies. Or  has  it?  While  over  half  of  all  U.S.  copper  capacity  is  owned 
by  oil,  it  is  unclear  whether  either  side  got  a  good  deal. 


Oil 

Copper 

Production 

Percent  of 

company 

company 

capacity* 

U.S.  total 

Atlantic 
Richfield 

Anaconda 

203,000 

11% 

British 
Petroleum 

Selection 
Trust 

7,000 

0.4 

Cities 
Service 

Cities 
Service 

90,000 

5 

Louisiana  Land 
&  Exploration 

Copper 
Range 

45,000 

2 

Pennzoil 

Duval 

126,000 

7 

Standard  Oil 
of  California 

Amax|20%) 

16,500 

1 

Standard  Oil 
Indiana 

Cyprus 
Mines 

81,000 

4 

Standard  Oil 

Ohio 

Kennecott 

375,000 

20 

Union  Oil 
of  California 

Cyprus 
Pima 

5,000 

0.3 

*  Annual  U.S.  production  capacity  in  metric  ton9  per  year. 
Source:  Commodities  Research  Unit  Ltd. 
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THE  TASTE  BEYOND 
12-YEAR'OLD  SCOTCH 


■Ml 


1 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  Mended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 


Unchanged  since  1824. 


GLENLIVET 

12  YEARS  OLD 


uw»uvrr  distilling  cow*" 

'*>  Mi  Nf  W  ^OUK.  N.V. 

ML  (23  4  pi    OZ  )  «*  P*00 


[J 

Tfllllllll1— —■ —« 


When  it  comes  to  cars  for 
business,  business  lines  up  solidly 
with  Chevrolet. 

The  number  one  choice  of 
business  in  1980.  The  number  one 
choice  the  year  before  that. 


MORE  C 
LINE  UP 


So  as  you  consider  the  cars  to    cost  efficiency,  utility,  capacit 


carry  your  company  into  next  year, 
consider  the  following: 

Consider  the  costs  of  money 
and  gasoline.  And  ask  yourself 
what  other  lineup  gives  you  the 


and  fuel  economy  of  Chevrolel 
the  price  of  a  Chevrolet? 

Consider  your  need  to  jot 
cars.  Match  that  with  Chevrol* 
selection.  And  ask  yourself 


GM 


1PANIES 
HTH  US. 


ier  other  cars  would  help  you 
jown  the  high  costs  of  doing 
ess  as  well  as  Chevrolet? 
)onsider  the  strength  of  our 
l  business.  And  the  fact  that, 
*h  last  November,  one  out  of 


every  four  cars  in  business  use  was  car,  Chevy  Cavalier. 


a  Chevrolet. 

Consider  Chevette,  Citation, 
Malibu,  Monte  Carlo.  Consider  the 
available  diesel-powered  Impala, 
and  our  spectacular  new  complete 


Your  company  will  be  in  good 
company. 

After  all,  all  those  companies 
didn't  get  to  be  big  and  successful 
by  being  inopportune  buyers. 


Chevrolet 


HEVROLET 


We  have  business  on  our  side. 


Young  many 

your  cement  plant  is  ready/' 


Now  your  country  has 
what  it  needs  to  pursue  its 
ambitious  development  plans. 

The  cement  plant  expansion 
Morrison -Knudsen's  international 
subsidiary  (MKI)  recently  completed 
for  Indonesia's  RT  Semen  Gresik/ 
Persero  (PTSG)  presented  a 
formidable  challenge. 

The  Indonesian  government, 
anxious  for  increased  cement 
capacity,  wanted  the  expansion 
"yesterday 

Working  on  the  shores  of  Java, 
half-a-world  away  from  equipment 
sources,  the  PTSG/MKI  team  had 
less  than  three  years  to  engineer, 
procure,  install  and  start  up  the  million 
metric  ton  per  year  expansion  - 
without  interfering  with  the  existing 
500,000  mt/year  plant's  operations. 

And  they  did  it  -  under  budget  - 
despite  stateside  blizzards,  a  long- 
shoremen's strike  and  extended 
negotiations  involving  two  govern- 
ments and  a  dozen  private  banks. 

Their  secret7  Teamwork.  Each  of 
the  team  members  understood  the 
demands  of  cement  plant  construc- 
tion, the  complexities  of  large  interna- 
tional proiects  and  the  discipline  of 
PTSG's  cooperative  methods. 


Nothing  illustrates  this  better  than 
the  estimated  and  actual  schedules. 
They  match  almost  perfectly. 

And  that's  no  mean  feat  when  you 
consider  that  the  project  consumed 
10,000  tons  of  structural  steel,  16 
miles  of  piping  and  175,000  cubic 
yards  of  concrete.  It  took  50  freighters 
to  deliver  the  85,000  tons  of  produc- 
tion equipment,  materials  and 
supplies, 

Each  team  member  also  under- 
stood that  every  cement  plant  is  a 
one-of-a-kind.  Engineering  and 
design  -  done  by  two  other  Morrison- 
Knudsen  subsidiaries,  The  H.  K 
Ferguson  Company  and  International 


Engineering  Company-and  procure- 
ment procedures  all  reflected  this  fact 

Performance  specs  were  drawn 
and  put  out  to  bid  Responses  were 
presented  to  PTSG  management, 
with  recommendations.  Choices  were 
made,  based  on  cost  effectiveness 
and  technical  advantages  Detailed 
specs  were  written,  and  the  equip- 
ment was  ordered  a  la  carte'.' 

Just  like  you'd  build  a  component 
stereo  system;'  says  Martin  Anderson, 
MKI  Project  Manager,  a  24-year 
veteran  who'd  worked  on  the  original 
PTSG  plant  back  in  1955.  For 
Martin,  going  back  to  Java  was  like 
"coming  home'.' 

If  you  re  planning  a  project 
and  you're  anxious  to  have 
it  completed  "yesterday,  '  call  M-K's 
CEO,  Bill  McMurren,  at  (208) 
386-6700,  and  he'll  get  the  right 
people  to  your  office  PDQ 

They'll  tell  you  how  M-K  b 
can  shave  dollars  and  days  off  \ » 
your  project,  and  they'll  take 
no  more  than  one  half  hour  j 

P  S  Do  you  have  a  yen  for  yJ 
a  really  challenging  job7  / 
Send  your  resume  to  Tom  Jjt 
Snediker,  our  Personnel  ,  §P* 
Director.  r— 


•J  MORRISON-KNUDSEN  COMPANY  INC. 

Boise,  Idaho  83729 

Engineers  Builders.  Developers.  Managers.  Equal  Opportunity  Employers 


Using  other  peoples  capital  and  finding 
markets  other  people  were  neglecting,  the 
Cottrell  brothers  have  built  one  of  the  na- 
tions leading  black-owned  businesses. 


Caution + daring 
= 82%  returns 


The  Up-And-Comers 


By  Toni  Mack 


^7 

Corporation 


im  (left )  and  Comer  Cottrell  of  Pro-Line  Corp, 
'Taking  care  of  business"  comes  first. 


I'm  not  a  dreamer,"  says  Comer 
Cottrell  in  his  careful,  soft-spoken 
way.  "I  have  to  deal  with  facts, 
not  speculation."  His  brother  Jim,  ex- 
ecutive vice  president  of  Dallas-based 
Pro-Line  Corp.,  is  the  impetuous  one, 
a  marketing  whiz  who  rushes  into 
niches  where  others  fear  to  tread,  and 
breeds  racehorses  in  his  spare  time. 
Together  they  make  an  apt  mix  of 
caution  and  daring  in  a  thriving  mar- 
ket of  hair  products  aimed  at  blacks. 
Sales  have  jumped  from  $86,000  to 
$22.6  million  in  just  11  years.  Last 
year,  Pro-Line's  $550,000  in  profits 
returned  no  less  than  141%  on  equity, 
bringing  the  average  over  the  past  five 
years  to  82%.  While  Jim  strains  for 
faster  growth,  Comer  insists  upon 
paying  vendors  on  time  to  ensure 
credit  integrity,  never  missing  a  dis- 
count, never  putting  his  capital  at  un- 
due risk. 

Growing  up  in  Mobile,  Ala.,  Comer 
used  to  accompany  his  father,  a  life 
insurance  salesman,  on  calls  to  pros- 
pects. "I'd  see  him  give  them  a  piece 
of  paper  and  a  promise  to  pay  them 
something  when  they  died,  and  then 
he'd  walk  away  with  their  cash,"  re- 
calls Comer.  "It  fascinated  me."  Soon 
he  was  peddling  anything  he  could  get 
with  a  3-cent  stamp — seeds,  cosmet- 
ics, Christmas  cards.  "While  other 
boys  were  out  chasing  baseballs,"  he 
says,  "I'd  be  chasing  customers." 

By  1970  he  had  chased  customers  in 
businesses  ranging  from  a  chain  of 
taverns  to  an  engineering-publica- 
tions company — trades  for  which  he 
was  unsuited  by  temperament  and 
training — and  finally  as  a  merchan- 
dise manager  for  Sears,  Roebuck  in 
Los  Angeles.  There,  a  friend  who 
worked  for  a  black  cosmetics  com- 
pany began  visiting  Comer's  office  ev- 
ery day,  trying  to  persuade  him  to  get 
into  the  business.  As  his  friend  had  no 
capital,  only  a  concept,  Comer  wasn't 
convinced  until  he  saw  a  Wall  Street 
Journal  article  about  a  similar  com- 
pany. "I  looked  at  the  management," 
he  says,  "and  I  knew  darn  well  I  could 
do  a  better  job.  They  were  satisfying  a 
social  need,  but  they  weren't  really  in 
business." 

So  Comer  Cottrell  took  the  plunge. 
He  left  Sears,  borrowed  a  typewriter 
from  his  daughter  and  took  $600  from 
savings.  Then  he  set  about  getting  a 
market  lined  up.  He  recalled  that  as  an 
Air  Force  PX  manager  on  Okinawa 
during  the  Korean  War  he  couldn't  find 
grooming  aids  to  stock  for  black  ser- 
vicemen. By  1970  such  aids  were  on 
the  market,  but  PX  managers  ignored 
them.  Cottrell  called  on  a  black  U.S. 
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congressman  from  California,  Gus 
Hawkins,  asking  him  to  open  doors  at 
the  Department  of  Defense.  Soon  the 
pressure  was  on  for  military  bases  to 
stock  black-oriented  products. 

How  does  a  company  with  just 
$600  in  capital  come  up  with  a  prod- 
uct? "I  know  this  about  marketing," 
Comer  replies  emphatically:  "Every- 
body is  looking  for  a  market  for  their 
products.  So  I  went  to  some  local 
chemical  companies,  and  they  were 
willing  to  develop  products  for  us, 
knowing  that  they  could  lock  us  in  by 
using  their  proprietary  chemicals." 
He  shakes  his  head,  as  though  mysti- 
fied that  anyone  could  miss  such  a 
fundamental  point.  "I've  seen  a  lot  of 
small  businessmen  try  to  get  govern- 
ment loans  to  hire  expensive  chem- 
ists and  build  expensive  labs,  when 
other  companies  already  have  mil- 
lions invested  in  these  things.  They 
don't  try  to  use  existing  resources.  Of 
course,  it  meant  we  couldn't  really 
shop  around,  and  as  we  grew,  we  nev- 
er got  a  volume  discount.  But  that 
didn't  concern  me  much.  After  all, 
they  put  us  in  business!" 

But  what  about  working  capital? 
Comer  Cottrell  got  that  from  his  sup- 
pliers also.  He  found  a  manufacturer 
who  would  make  a  90-day  supply  on 
one  run,  with  90  days'  credit.  That 
meant  he  could  pick  up  a  week's  sup- 
ply at  a  time,  sell  it  for  cash  and  still 
have  90  days  to  pay  for  it.  It  gave  him 
immediate  cash  flow. 

Still,  Comer  couldn't  afford  advertis- 
ing. So  he  had  to  rely  on  point-of-sale 
persuasion.  Since  black  leather  jackets 
were  popular  among  blacks  at  the  time, 
he  wrapped  each  can  of  his  first  prod- 
uct, an  oil-based  spray  for  the  natural 
Afro  style,  in  black  leather  stamped 
with  gold  foil.  At  about  this  time  broth- 
er Jim  joined  up.  Jim's  contribution  was 
immediate:  He  had  noticed  that  the 
bestselling  spray  had  a  strawberry  fra- 
grance, so  he  suggested  a  similar  one  for 
theirs.  "In  cosmetics,  you  have  to  ap- 
peal to  the  senses,"  explains  Jim  Cot- 
trell. "When  people  saw  that  can,  they 
had  to  touch  it.  Their  next  reaction  was 
to  spray  it,  and  then  smell  it.  Then 
they'd  want  to  try  it." 

Pro-Line  Oil  Sheen  shortly  out- 
stripped its  competitor,  Magnificent 
Brothers,  wherever  Oil  Sheen  was 
sold,  and  the  Cottrells  followed  up 
with  a  detangling  spray  and  a  spray  to 
hold  hair  in  place.  Their  first  year's 
sales  were  $86,000,  72%  of  it  from 
$125-a-shipment  sales  to  the  military. 
To  sell  the  rest  to  hair  stylists  Jim 
took  to  the  road  m  a  van  with  a  mat- 
tress in  back.  By  1973  the  military 
market  represented  only  60%  of  their 
$365,000  in  sales,  and  Pro-Line  was 
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strong  enough  to  pay  the  Cottrells  a 
$25,000  bonus  for  equity  in  a 
$140,000,  11,000-square-foot  manu- 
facturing plant  outside  Los  Angeles. 

"We  used  our  first  three  products  to 
set  up  our  distribution  network,"  says 
Comer.  "After  that,  each  new  product 
gave  us  more  sales  in  the  existing 
network,  plus  added  distribution."  He 
estimates  that  Pro-Line  is  carried  by 
90%  of  potential  U.S.  distribution  for 
the  $750  million  black  toiletries  mar- 
ket. The  military  is  now  only  5%  of 
sales,  with  80%  coming  from  chains 
like  Walgreens  and  Woolworth's. 

In  the  meantime,  Jim  learned  how 
to  tailor  new  products  for  his  market. 
It  was  easier  than  he  thought,  he 
claims.  "You  don't  have  to  be  as 
smart  in  the  cosmetics  industry  as 


Packaging  the  Curly  Kit 


Pro-Line's  biggest  coup  yet. 

you  do  in  others.  There's  such  a  tre- 
mendous markup — at  least  50% — 
that  you  can  afford  to  make  mistakes 
and  overcome  them.  The  main  point 
is  not  to  try  to  shove  your  mistakes 
down  your  distributors'  throats." 

Jim  learned  from  his  mistakes.  In 
1972,  for  example,  he  tried  a  balsam 
conditioner  and  a  line  of  shampoos. 
The  products  didn't  lose  money  but 
never  did  very  well.  Jim  soon  found 
out  why:  too  much  competition  from 
major  cosmetics  companies  with  far 
larger  advertising  budgets. 

The  general  cosmetics  market  will 
never  be  available  to  Pro-Line,  in  Jim's 
opinion.  "In  America  today  a  black 
man  could  introduce  a  cure  for  the  com- 
mon cold,  and  if  the  general  market 
realized  the  origin  of  it,  they'd  still  be 
telling  their  kids  to  take  some  aspirin 
and  go  to  bed, "  he  says.  Making  a  virtue 


of  necessity,  he  tries  to  strengthen  his 
support  among  blacks  by  putting  at  the 
bottom  of  most  ads,  "A  Black  Manufac- 
turer That  Understands  the  Hair  Care 
Needs  of  Black  Consumers." 

Even  so,  Pro-Line  faces  stiff  compe- 
tition, and  Jim  Cottrell  keeps  search- 
ing for  neglected  niches.  In  1977,  for  I 
example,  Revlon  and  Johnson  Prod-  I 
ucts,  another  black  cosmetics  firm,  I 
were  waging  an  expensive  war  over  I 
the  relaxer  market.  But  Jim  spotted  an  I 
unnoticed  segment  of  the  market:  No  I 
one  had  a  relaxer  for  children.  Pro-  I 
Line  rushed  out  a  product  that  had  the  I 
same  formula  as  a  mild  adult  relaxer,  I 
but  Jim  called  it  the  Kiddie  Kit  and  I 
adorned  the  package  with  bright  col-  I 
ors,  balloons  and  children  playing.  I 
The  item  added  $1  million,  or  16%  of  I 
sales,  in  its  first  year. 

Its  success  gave  Jim  the  confidence 
to  pull  his  biggest  coup.  In  March 
1980,  with  no  test  marketing  at  all,  he 
introduced  the  Curly  Kit,  the  first  do- 
it-yourself  curling  process  for  blacks 
and  the  biggest  single  product  ever  to 
hit  the  black  cosmetics  market.  In 
eight  months  it  produced  $10.6  mil- 
lion— almost  half — of  1980  sales. 

Why  had  competitors  missed  the 
market?  Jim  heard  at  trade  shows  that 
no  one,  Revlon  included,  believed  such 
a  home  permanent  could  be  made.  Al- 
though there  was  a  permanent  for 
blacks  in  use  at  salons — at  a  $60-to- 
$125  cost  to  the  customer — no  one 
thought  the  long,  involved  process 
could  be  scaled  down  for  home  use. 

Jim  was  undaunted.  "I  don't  have 
enough  respect  for  hair  stylists  to 
think  they're  the  only  ones  who  can 
do  this  kind  of  thing,"  he  says. 

So  Jim  hired  two  chemists  away 
from  the  company  that  made  the  sa- 
lon process,  and  together  they  isolated 
the  problem  point  for  do-it-your- 
selfers: the  straightening  step. 
"Blacks'  hair  is  kinky,  not  curly,"  he 
explains,  "and  it  has  to  be  straight- 
ened before  it  can  be  curled."  The 
problem  was,  people  left  the  straight- 
ener  on  too  long,  which  destroyed  the 
hair,  or  not  long  enough,  which  made 
the  curling  solution  less  effective.  So 
Jim  suggested  leaving  out  the  straight- 
ener  altogether.  Eureka!  His  chemists 
found  that  by  increasing  the  concen- 
tration of  the  curling  chemical,  they 
could  make  kinky  hair  go  straight  and 
then  curly  in  one  step.  "We  took  the 
mystery  out  of  it,  and  that's  the  main 
point  for  the  consumer,"  says  Jim. 

Expecting  competition  and  know- 
ing they  couldn't  afford  to  flood  the  [ 
market,  the  Cottrells  priced  their  kits  « 
at  $7.50,  when  they  could  have  sold  - 
them  initially  for  $1 5.  "Nobody  would 
dare  try  to  undersell  us  at  that  price," 
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The  American  Stock  Exchange 
salutes  our  listed  companies 

named  to  the  Forbes 
Up  and  Comers  Class  of  1980 


says  Comer.  Adds  Jim  with  a  satisfied 
smile:  "One  of  our  biggest  competi- 
tors has  come  out  with  a  kit  at  $1 1.95. 
It's  not  doing  too  well." 

While  Jim  was  looking  for  new 
products,  Comer  was  searching  for 
new  markets.  He  first  considered  go- 
ing overseas  in  1976,  when  Los  Ange- 
les Mayor  Tom  Bradley  invited  him  to 
meet  Kenya's  ambassador  to  the  U.S. 
Comer's  wife,  Isabell,  hit  it  off  fam- 
ously with  the  ambassador's  wife  and 
pretty  soon  Pro-Line  was  invited  to 
set  up  a  joint  venture  in  Kenya  with 
the  Kenyan  government. 

Here  again  Comer  Cottrell,  who 
runs  the  14th-largest  black -owned 
business  in  the  country,  is  happy  to 
trade  on  his  blackness.  Why  not,  if  it 
means  getting  to  meet  dignitaries  and 
U.S.  Presidents  like  limmy  Carter  and 
Ronald  Reagan?  "My  meeting  the 
President  is  no  different  from  the 
chairman  of  ITT's  meeting  him,"  he 
explains.  "In  the  black  community, 
I'm  on  the  same  level." 

To  assess  the  Kenyan  market, 
Comer  paid  $5,000  to  a  consultant 
with  a  Ph.D.  in  international  market- 
ing. "Great  potential,"  said  the  con- 
sultant. But  Comer  just  couldn't  bring 
himself  to  put  up  the  $200,000  re- 
quired without  seeing  the  market  for 
himself.  He  was  dismayed  at  what  he 
saw:  a  population  almost  wholly  unac- 
customed to  hair  care  products.  To 
develop  the  market,  he  would  have 
had  to  mount  an  expensive  education- 
al campaign — something  Pro-Line, 
with  sales  of  $4  million,  wasn't 
equipped  to  do  in  1976. 

But  the  idea  was  planted,  and  in 
1979,  on  a  trip  to  Africa  with  Mayor 
Bradley,  Comer  Cottrell  took  another 
look.  This  time  he  liked  what  he  saw. 
Nigeria,  he  found,  was  wealthy  and 
populous,  so  he  lent  $100,000  to  his 
chief  chemist,  a  native  Nigerian,  to 
buy  a  license  to  make  Pro-Line  prod- 
ucts in  Lagos.  Then  he  made  a  trip  to 
the  Caribbean,  found  a  receptive  mar- 
ket and  sold  a  license  to  a  businessman 
in  Trinidad.  New  he's  negotiating  to 
sell  a  license  to  the  daughter  of  Kenya's 
president.  Kenya?  "They're  more  so- 
phisticated now,"  he  explains,  "and  by 
selling  a  license,  instead  of  building  a 
plant  myself,  I  put  nothing  at  risk — but 
I  get  5%  of  any  sales  they  make." 

The  market  that  took  him  by  sur- 
prise was  the  Oriental  one.  "I  never 
dreamed  of  that,"  says  Comer.  "Some 
Taiwanese  businessmen  came  to  us 
and  said  they  could  sell  Pro-Line 
there."  He  was  quick  to  see  the  poten- 
tial. Since  Orientals'  hair,  like  blacks', 
has  many  layers  (which  make  it 
coarse),  it  responds  to  oil-based  prod- 
ucts. But  he  was  characteristically 
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Acme  United  Corporation 
Adams-Russell  Co.,  Inc. 
Aero-Flow  Dynamics,  Inc. 
Alpha  Industries,  Inc. 
Altamil  Corporation 
AVEMCO  Corporation 
Bowne  &  Co.,  Inc. 
Breeze  Corporations,  Inc. 
Brooks  &  Perkins,  Inc. 
The  CRS  Group,  Inc. 
Chemplast,  Inc. 

Chieftain  Development  Co.,  Ltd. 
Conner  Homes  Corporation 
Crown  Industries,  Inc. 
A.  T.  Cross  Company 
Day  Mines,  Inc. 

Electronics  Corporation  of  America 

Evans-Aristocrat  Industries,  Inc. 

Exeter  Oil  Co.,  Ltd. 

Flow  General,  Inc. 

Friedman  Industries,  Inc. 

Galaxy  Carpet  Mills,  Inc. 

Gelman  Sciences,  Inc. 

Great  American  Industries,  Inc. 

Gross  Telecasting,  Inc. 

Health-Mor,  Inc. 

Heinicke  Instruments  Company 

House  of  Ronnie,  Inc. 

Hunt  Manufacturing  Company 

IMC  Magnetics  Corporation 

International  Controls  Corporation 

Jensen  Industries 

Kallestad  Laboratories,  Inc. 

Key  Pharmaceuticals,  Inc. 

King  Radio  Corporation 

Kirby  Exploration  Company 

Knogo  Corporation 

The  Lehigh  Press,  Inc. 

Logicon,  Inc. 

MSI  Data  Corporation 

Materials  Research  Corporation 

Met-Pro  Corporation 

National  Gas  &  Oil  Corporation 

National  Securities  &  Research 

Corporation 

New  Idria,  Inc. 


New  Mexico  &  Arizona  Land  Co. 

Newcor,  Inc. 

Nuclear  Data,  Inc. 

Numac  Oil  &  Gas  Ltd. 

Oakwood  Homes  Corporation 

Ohio-Sealy  Mattress  Mfg.  Co. 

O'Sullivan  Corporation 

Patagonia  Corporation 

Penn  Engineering  and  Mfg.  Corp. 

Penril  Corporation 

Ply-Gem  Industries,  Inc. 

REDM  Industries  Inc. 

R.H.  Medical  Services,  Inc. 

Raven  Industries 

Regal-Beloit  Corporation 

Rockaway  Corporation 

Rossmoor  Corporation 

SGL  Industries,  Inc. 

Sage  Energy  Company 

Scope  Industries 

Scurry-Rainbow  Oil  Ltd. 

Seton  Company 

Shaer  Shoe  Corporation 

The  Sierracin  Corporation 

Summit  Energy,  Inc. 

Sunair  Electronics.  Inc. 

Systems  Engineering  &  Mfg.  Corp. 

Tab  Products  Co. 

Tandy  Brands,  Inc. 

T-Bar  Inc. 

Teleflex,  Inc. 

TeleSciences,  Inc. 

Tenney  Engineering,  Inc. 

Three  D  Departments,  Inc. 

Tidwell  Industries,  Inc. 

TIE/Communications,  Inc. 

TransTechnology  Corporation 

Universal  Cigar  Corporation 

United  Asbestos  Inc. 

Vent  Industries,  Inc. 

Vernitron  Corporation 

Vertipile,  Inc. 

Vishay  Intertechnology,  Inc. 
Voplex  Corporation 
Vulcan  Corporation 
Walbar,  Inc. 
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The  people's  marketplace 
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Robert  Gilot 

Chicago,  60611,  (312)  751-3716 
645  N.  Michigan  Avenue 


Ian  Stewart 

New  York,  10020,  (212)  997-2946 
1221  Avenue  of  the  Americas 


Audrey  Frey 

New  York,  10020,  (2121  997-2806 
1221  Avenue  of  the  Americas 


Talk  to  the 


 INTERNATIONAL  

MANAGEMENT 


team 


Shirley  Klotz 

Denver,  80203,  (303)  825-6731 
655  Broadway,  Suite  325 


Jack  Pariseau 

Houston,  77040,  (713)462-0757 
7600  W.  Tidwell  Road,  Suite  500 


they  have  the  leading  business  magazines 
in  Europe,  Scandinavia,  Africa,  Middle  East, 
Pacific  including  Japan  and  China! 


lit* 


Want  to  reach  executives  overseas? 

Talk  to  the  INTERNATIONAL  MANAGEMENT  team  first! 


wary.  "They  frightened  me,"  he  ad- 
mits. "I  thought  they  were  out  to  rip  us 
off  and  counterfeit  our  products."  He 
was  right  to  be  frightened:  The 
Taiwanese  had  already  test-marketed 
Pro-Line  and  applied  for  Pro-Line 
trademarks  and  copyrights.  Comer 
made  them  assign  the  trademarks  and 
copyrights  to  him  in  exchange  for  a 
license,  and  now  he  has  gotten  trade- 
marks in  every  potential  market. 

Overseas  sales  aren't  yet  a  big  con- 
tributor— only  3.5%  of  sales  last 
year — but  Comer  is  preparing,  in  his 
methodical  way,  for  the  day  when 
they  will  be. 

Last  December  Comer  moved  Pro- 
Line's  operations  from  Los  Angeles  to 
Dallas.  Texas  is  where  his  biggest 
market  is,  followed  closely  by  the 
Washington-Baltimore  area.  Most  of 
Pro-Line's  raw  materials,  though, 
come  from  the  East  Coast,  which 
meant  that  shipping  them  out  West 


"There's  such  a  markup  in 
the  cosmetics  industry  that 
you  can  afford  to  make  mis- 
takes and  overcome  them." 


for  packaging,  then  back  to  the  mar- 
kets of  the  South,  represented  wasted 
cost.  Flush  with  cash  from  the  Curly 
Kit,  Comer  set  up  a  new  $4  million, 
]  27,000-square-foot  building  in  Dallas 
that  also  gives  him  the  ability  to  pack- 
age Pro-Line's  products  in-house  rath- 
er than  paying  others  to  do  it.  All  told, 
the  move  may  save  him  $1.7  million. 

Comer  has  grown  civic-minded 
these  days,  spending  his  spare  time 
talking  to  black  junior  high  and  high 
school  students,  encouraging  them  to 
go  into  business.  His  key  advice:  Read 
the  business  press.  Blacks'  biggest 
stumbling  block  in  business,  he  be- 
lieves, is  lack  of  familiarity  with  its 
terms  and  concepts.  "I'm  trying  to 
teach  my  three-year-old  son  now,"  he 
says.  "He's  got  a  stock  portfolio,  and  I 
tell  him  all  about  his  assets.  Some- 
times he'll  tell  guests,  I've  got  good 
assets,'  and  they'll  think  he's  saying, 
well.  .  .  .  Black  adults  are  so  unused  to 
the  language  of  business." 

And  for  Pro-Line's  future?  He's  con- 
sidering taking  the  company  public, 
perhaps  next  year,  to  fund  further 
growth.  Debt  is  still  anathema  to  him, 
and  his  pride  at  having  a  black-owned 
company  prevents  him  from  selling 
out,  though  some,  like  Bristol-Myers, 
have  tried  to  buy.  "Give  us  the  length 
of  time  Procter  &  Gamble  and  Lever 
Brothers  have  been  in  business  and 
we'll  be  there  too,"  says  Comer  Cot- 
trell.  "We've  got  patience."  ■ 
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We  are  pleased 
to  announce  the  formation 
of 

Ivan  F.  Boesky 
Corporation 


Seemala  Corporation 

Members  of  the  New  York  and  American  Stock  Exchange 


Theojon  Corporation 

Members  of  the  Chicago  Board  of  Options  Exchange 


MaraBill  Corporation 
Merchant  Bankers 


One  State  Street  Plaza,  New  York,  New  York  10004 

(212)  742-0330 
Trading  (212)  742-0341-6  •  Operations  (212)  742-0347-52 


WE'RE  FIGHTING  FOR  YOUR  LIFE 

Eat  Less 
Saturated  Fat 

American  Heart  Association  t 


©1981  Amencon  Salellite  Compony 


Who  offers  the  advantage 
of  the  world's  first  all-digital 
general  purpose  satellite 
communications  network? 


American  Satellite. The  pioneer  in 
business  satellite  communications. 


American  Satellite's  all-digital  com- 
munications system  is  the  first  op- 
erational system  of  its  kind  in  the 
world.  It  now  extends  into  the  na- 
tion's commercial  centers  that  we 
serve,  offering  more  flexibility  and 
reliability  than  other  communica- 
tions links. 

With  the  flexible  American  Sat- 
ellitesystem,  you  can  add  high- 
speed data,  facsimile,  and  video 
conferencing  to  private-line  voice 
conversations.  And  the  American  Satellite  network 
is  totally  compatible  with  all-digital  systems  pres- 
ently in  use  and  being  considered  by  data  com- 
munications planners. 

The  all-digital  system  provides  greater  reliability 
and  is  less  subject  to  outside  interference  that 


American  Satellite  Company  is  a  partnership 

between  subsidiaries  of  Rairchild  Industries  and  Continental  Telephone. 


.^SATELL^ 


could  cause  errors  in  conventiona 
systems. 

Efficiency  is  another  benefit  of 
the  American  Satellite  system  be- 
cause it  uses  Time  Division  Multi- 
ple Access  (TDMA)  technology, 
allowing  more  traffic  through  the 
same  satellite. 

Flexibility,  reliability,  and  effi- 
ciency are  some  of  the  advan- 
tages of  our  all-digital  system.  For 
more  information,  write  to:  Ameri- 
can Satellite  Company,  1801 C9  Research  Blvd., 
Rockville,  Maryland  20850.  Or  call  (301)  251-830C 

AMERICAN 
SATELLITE 
COMPANY 

Between  heaven  and  earth 
there's  little  we  can't  do 


With  bracket  creep  and  inflation  making  raises  vanish,  corpora- 
tions are  now  heaping  on  the  fringe  benefits,  down  into  even 
middle-management  ranks.  Some  are  negotiable. 


More  sweets  to 
the  suite 


By  William  G.  Flanagan 


A recent  hearing  in  Washington  on  the 
subject  of  "perks"  and  fringe  benefits 
k  was  so  quiet  as  to  be  remarkable.  No 
fulminating  against  three-martini  lunches.  No 
railing  against  fat  cats  in  chauffeur-driven  li-  I 
mos.  Instead,  the  House  Ways  &  Means  Sub-  | 
committee  on  Select  Revenue  Measures  qui- 
etly explored  whether  discount  travel  for  air- 
lines employees  should  be  taxed.  And  whether 
relatives  of  faculty  members  attending  school 
should  pay  taxes  on  the  value  of  their  free 
education. 

Far  more  touchy  corporate  perks — such  as 
interest-free  loans  and  financial  counseling — 
weren't  even  brought  up. 

The  moods  of  Congress  and  the  IRS  regarding 
company-paid  fringes  have  clearly 
mellowed.  When  new  tax  reg- 
ulations are  issued  in  July, 
few  significant  changes  in 
the    area    of  corporate 
perks  are  expected.  (And 
any  new  rules  will  take  ef- 
fect in  January  1982,  leav- 
ing lots  of  time  for  revision.) 
Recipients  of  corporate  inter- 
nal largesse  may  have  to  pay  some 
taxes  on  the  value  of  what's  re- 
ceived— personal  use  of  a  company 
car,  for  example.  But  that  will  hard- 
ly sound  the  death  knell  for  corporate  benefits. 

Indeed,  the  perks  that  executives  value  most  are  clearly 
on  the  upswing.  On  the  other  hand,  the  perks  that  most 
irritate  the  public,  IRS  and  Congress  are  already  fading. 
Such  things  as  reimbursements  for  entertaining  at  home, 
club  memberships,  theater  and  stadium  tickets  and  use  of 
the  company  lodge  are  generally  on  the  decline. 

According  to  a  recent  survey  by  the  American  Manage- 
ment Associations'  William  Lyhne,  fewer  than  8%  of  U.S. 
corporations  have  home  entertainment  allowances.  Fewer 
than  25%  now  pick  up  the  cost  of  theater  or  sports  tickets. 
Only  1.9%  will  allow  their  executives  free  use  of  resort 
facilities.  Even  when  offered,  those  perks  may  be  high  on 
status  value,  available  only  to  a  precious  few,  but  are  small 
potatoes  in  terms  of  cold  cash. 


Personal  financial  planners  may  offer  the  most  valuable  perk  of  all 


When  they  think  about  perks  these  days,  even  top 
executives  have  more  urgent  things  on  their  minds — 
decidedly  practical  things  like  use  of  a  company  car  and 
company-paid  financial  planning  and  legal  help.  The  rea- 
son, of  course,  is  inflation — and  the  bracket  creep  that 
comes  with  it.  While  executives  at  the  very  top  of  the  heap 
may  have  little  to  complain  about  (see  p  114),  the  grum- 
bling heard  elsewhere  in  the  executive  suite  is  deafening. 
Consider  these  findings  in  a  recent  survey  by  Ernst  & 
Whinney  of  200  U.S.  executives  earning  between  $40,000 
and  $200,000  annually: 

•  Fifty-five  percent  of  them  believe  that  their  standard 
of  living  will  not  improve  in  the  next  two  years. 

•  Only  4%  of  the  same  executives  thought  they  could 
outstrip  inflation  by  working  harder.  Most  responded  that 
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Salaries  for  middle  managers  fell  behind 
inflation  in  both  1979  and  1980,  and  are  expected  to  do  so 
again  in  1981.  Increases  this  year  will  average  only  10%  to  11%, 
meaning  most  will  lose  ground  after  accounting  for  taxes. 


investing  was  the  only  way  to  make  real  progress. 

•  Only  22%  of  executives  interviewed  had  confidence 
enough  in  their  investments  to  think  they  would  wind  up 
outstripping  inflation. 

As  any  siren  knows,  anyone  who  is  unhappy  is  an  easy 
mark.  What  has  corporate  top  executives  worried  is  that 
their  own  best  people  are  often  being  lured  away  not  only 
by  tatter  salaries  but  by  bonuses,  perks  and  retirement  and 
profit-sharing  schemes  that  offer  at  least  temporary  relief 
from    treadmill    pain — the 


ache  that  comes  from  work- 
ing harder  to  take  home  less. 
And  less  it  is  they  have  been 
taking  home.  While  someone 
with  a  gross  salary  of  $27,000 
a  year  might  find  it  hard  to 
sympathize  with  someone 
earning  $55,000 — more  than 
twice  as  much — in  some 
cities  that  figure  shrinks  to 
peanuts  after  taxes.  One  di- 
vorced New  York  advertising 
executive,  for  example,  is 
paid  twice  monthly  the  sum 
of  $2,291.67.  His  gross  pay  is 
$55,000  a  year.  But  after  fed- 
eral tax  ($735.54),  state  tax 
($192.29),  city  tax  ($77.49), 
social  security  ($152.38)  and 
$2.90  for  charity,  his  net 
shrinks  to  $1,131.07.  That's 
just  49.4%  of  his  salary,  or 
about  $27,000. 

According  to  Paul  J.  Muller 
of  Runzheimer  &  Co.,  Inc., 
middle  management  salary 
increases  fell  behind  infla- 
tion in  both  1979  and  1980. 
And  it's  expected  that  they 
will  do  so  again  this  year. 
The  majority  of  U.S.  compa- 
nies have  scheduled  a  10%- 
to-11%  merit  increase  for 
their  managerial  employees  in  1981,  which  may  just  about 
equal  the  inflation  rate  but  fall  far  below  it  after  taxes. 

Muller  points  out  that  while  many  blue-collar  workers — 
about  10%  of  the  total  work  force — are  protected  against 
inflation  through  cost-of-living  adjustment  clauses,  "man- 
agerial employees  generally  lack  such  protection."  Indeed, 
after  taxes,  the  amount  of  money  that  managers  in  the 
$25, 000-to-$  100,000  income  range  have  to  earn  just  to 
stay  even  with  a  12%  inflation  rate  is  well  beyond  what 
most  managers  will  receive  this  year  (see  table  above). 

One  way  that  many  companies  are  trying  to  keep  their 
up-and-comers  and  valued  senior  executives  happy  is  with 
a  bigger  breadbasket  of  perquisites  and  other  fringe  bene- 
fits. The  largest  firms  that  specialize  in  drawing  up  execu- 
tive compensation  packages — Cresap,  McCormick  and  Pa- 
get; Towers  Perrin,  Forster  &.  Crosby;  Booz,  Allen  & 
Hamilton  Inc.;  Hay  Associates;  Hewitt  Associates;  and 
Sibson  &  Co.,  as  well  as  the  major  accounting  firms — are 


The  raise  you  need 
to  stay  even 


Here  are  the  raises  you  need  over  your  gross  salary  so 
that  your  net,  after  taxes,  rises  12%  to  keep  pace 
with  12%  inflation.  Figures  assume  a  family  of  four, 
one  breadwinner,  and  15%  in  itemized  deductions. 


Gross  salary 

Increase  needed 

New  gross  salary 

$  25,000 

$  3,401 

$  28,401 

30,000 

4,187 

34,187 

35,000 

5,029 

40,029 

40,000 

5,976 

45,976 

45,000 

6,768 

51,768 

50,000 

7,611 

57,611 

55,000 

8,660 

63,660 

60,000 

9,260 

69,260 

65,000 

9,915 

74,915 

70,000 

10,593 

80,593 

75,000 

11,217 

86,217 

80,000 

11,818 

91,818 

85,000 

12,417 

97,417 

90,000 

13,028 

103,028 

95,000 

13,617 

108,617 

100,000 

14,217 

114,217 

busier  than  ever  advising  their  clients. 

Some  fringes — stock  options,  performance  plans,  hefty 
insurance  coverage  and  deferred  compensation,  for  exam- 
ple— are  offered  to  only  a  handful  of  top  executives,  usually 
with  the  approval  of  the  board  of  directors.  But  other 
fringes  are  within  reach  of  a  much  greater  proportion  of 
people  who  go  to  the  office  every  day. 

You  might  be  in  a  position  to  negotiate  for  some  addi- 
tional perks  where  you  are  now,  and  certainly  should  bring 

such  requests  to  the  bargain- 
ing table  with  a  new  employ- 
er. Here  is  a  list  of  some  of 
the  more  common  perks, 
their  relative  availability  and 
where  the  trends  point. 

Executive  cars.  Transpor- 
tation has  become  far  more 
expensive  for  all  of  us,  hence 
the  value  of  a  company  car  as 
a  perk  has  soared.  And  more 
companies  than  ever  are 
making  them  available.  In 
1974,  for  example,  a  Runz- 
heimer &  Co.  survey  of  some 
1,126  U.S.  businesses 
showed  that  67%  furnished 
executive  cars.  This  year  the 
figure  has  risen  to  77% .  And 
up  to  60  executives  per  com- 
pany are  given  the  cars — at 
considerable  expense  to  the 
company.  It's  estimated  that 
an  intermediate  car,  driven 
15,000  miles  per  year,  costs 
the  company  $4,500  annual 
ly.  And  while  about  50%  of 
the  companies  surveyed  had 
some  way  of  charging  for  per- 
sonal use  of  the  cars,  the  val- 
ue to  the  user  is  still  substan- 
tial, a  lot  more  than  a  couple 
of  box  seats  to  watch  Fer- 
nando Valenzuela  of  the  Los 


Source  Ernst  &  Whinney 


Angeles  Dodgers  pitch.  In  about  half  the  cases  where  the 
employee  is  "charged"  for  his  personal  use  of  the  car,  it  is 
simply  added  to  his  W-2  form  at  year-end. 

Free  legal  counseling  is  another  perk  gaining  favor  in  the 
executive  suite,  perhaps  in  response  to  the  prepaid  legal 
counseling  services  won  in  some  labor  negotiations  for 
blue-collar  employees.  In  1979,  according  to  the  American 
Management  Associations,  only  12.6%  of  the  companies 
it  surveyed  provided  it.  -Now  16%  of  companies  do.  The 
average  value  of  the  counseling  is  $1,617,  which  includes 
such  things  as  will  preparation  and  estate  and  tax  plan- 
ning. A  few  companies  offer  broad-based  coverage  for 
everything  short  of  a  court  appearance. 

Jump-ship  bonuses.  In  such  bustling,  rich  industries  as 
oil  drilling,  getting  cash  on  the  barrelhead  as  an  incentive 
to  change  jobs  is  almost  commonplace  these  days.  But  it's 
happening  more  often  elsewhere,  too,  according  to  Barry 
Nathanson,  president  of  Richards  Consultants,  Ltd.,  an 
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About  77%  of  major  companies  now  provide 
company  cars  for  up  to  60  executives  per  company.  The  cost 
is  high— about  $4,500  per  year— but  it  is  often  the  clincher 
in  attracting  the  right  kind  of  talent. 


executive  search  firm.  "Cash  payments  of  up  to  15%  of 
base  compensation  are  now  being  given  to  people  in  the 
$40,000-to-$50,000  salary  range,"  he  reports.  "And  that 
bonus  has  nothing  to  do  with  other  compensation.  It's 
basically  a  goodwill  gesture." 

Relocation  expenses.  Don't  confuse  this  with  a  jump- 
ship  bonus.  A  current  or  new  employer  will  often  gild  the 


fyou  jump  ship,  you  might  be  able  to  pry  loose  a  fat  cash  bonus 

ily  to  get  you  to  relocate.  It's  one  of  the  stickiest  problems 
:orporations  face  today  because  of  high  mortgage  rates  and 
:wo-income  families.  Help  with  selling  your  old  house  and 
suying  a  new  one — and  some  sort  of  relief  on  the  mort- 
gage— is  the  least  you  can  expect. 

Nowadays,  companies  will  often  subsidize  your  mort- 
gage payments  by  paying  you  a  differential  based  on  your 
jld  and  current  interest  rates.  Three  to  five  years  of  such 
issistance  is  common. 

If  you  are  being  moved,  don't  hesitate  to  ask  for  what 
night  seem  outrageous.  One  executive,  for  example, 
:alked  his  company  into  buying  the  house  he  wanted  to 
jccupy,  then  selling  it  to  him  for  80%  of  what  it  paid. 
When  the  house  is  ultimately  sold,  he  will  get  80%  of  the 
ippreciation,  and  the  company  the  remaining  20% . 

At  the  very  minimum  your  employer  should  agree  to  buy 
four  current  home  or  offer  you  a  bridge  loan  when  you're 


between  houses.  In  a  recent  survey,  Russell  Reynolds  Asso- 
ciates found  that  over  half  the  companies  it  contacted  are 
now  willing  to  pay  home-sale  expenses,  offer  temporary 
loans  and  subsidize  mortgages — these,  on  top  of  higher 
salaries  offered  to  employees  who  relocate. 

Low-interest  loans,  or  loans  at  no  interest  at  all,  are  also 
hot  these  days.  You  might  not  be  able  to  swing  the  terms 
that  Richard  M.  Bressler  did  when  moving  from 
Atlantic  Richfield  to  the  presidency  of  Burlington 
Northern,   of  course.  Bressler's  compensation 
package  included  a  $450,000  unsecured  loan  at 
zero  interest.  But  loans  to  other  employees  at  less 
than  the  going  rate  are  hardly  rare.  According  to 
Ernst  &  Whinney's  Richard  Reichler,  many 
companies  now  offer  loans  at  low  interest  for 
the  college  expenses  of  offspring. 

Under  existing  tax  rules,  corporations  can 
set  up  foundations  whose  sole  purpose  is  to 
provide  loans  and  grants  to  employees  for 
their  dependents'  education.  And  compa- 
nies are  establishing  such  trusts  in  in- 
creasing numbers,  especially  as  govern- 
ment loans  and  grants  for  education  dry 
up.  General  Electric,  for  one,  permits  em- 
ployees and  their  children  in  college  to 
borrow  up  to  $2,500  a  year  at  only  1 1 .5% 
interest  or  less  in  addition  to  any  govern- 
ment loans  they  may  have. 
Even  small  firms  can  find  ways  of  reim- 
bursing employees  faced  with  soaring  tu- 
ition bills,  and  not  just  for  college.  One  New 
York  salesman,  for  example,  routinely  sub- 
mits bogus  expense  reports — with  his 
employer's  knowledge  and  consent — 
that  equal  his  two  sons'  high  school 
tuition  payments. 
Financial  planning.  This  is  per- 
haps the  fastest-growing  perk  of  all, 
and,  in  light  of  the  fact  that  so  many 
executives  believe  that  investing  is  the 
only  way  to  outstrip  inflation,  it  ought  to 
be.  An  investment  and  tax  strategy  is  a  big 
priority  even  for  younger  executives  at  the 
low  end  of  the  pay  scale.  According  to  the 
American  Management  Association,  financial  planning  is 
now  offered  by  33%  of  the  companies  it  recently  surveyed 
in  its  biannual  study  of  perks.  Only  two  years  ago  the 
figure  was  23.5%. 

Financial  planners  who  specialize  in  handling  corporate 
executives  are  doing  land-office  business,  at  a  cost  to  the 
company  of  $5,000  to  $7,000  per  head  for  the  initial 
session.  Beyond  the  basics  of  proper  filing  of  income-tax 
returns,  even  the  financially  sophisticated  executive 
stands  to  benefit  handsomely  from  having  professionals 
rearrange  his  financial  affairs.  One  senior  vice  president, 
for  example,  who  had  been  squirreling  cash  in  a  money 
market  fund  for  his  kids'  college  expenses,  was  urged  to 
open  so-called  Clifford  Trusts  for  them.  That  way  the  cash 
accumulates  virtually  tax-free.  He  was  also  advised  to  take 
out  low-interest  loans  from  his  company  once  the  children 
actually  started  college.  As  a  result  of  these  and  other 
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Company -paid  financial  planning  can  result 
in  sizable  cuts  in  estate  and  income  taxes,  worth 
far  more  than  periodic  raises.  And  a  good  planner  will  steer  you  clear 
of  cockamamy  tax  shelters  and  other  bum  investments. 


tactics,  the  executive  reduced  his  tax  bill  $8,000  in 
the  first  year  alone. 

According  to  John  Breyo,  senior  vice  president  with 
Ayco  Corp.,  an  Albany-based  financial  counseling  firm 
that  caters  to  the  pinstripe  set,  there  are  several  common 
failings  Ayco  finds  when  it  combs  through  a  client's  finan- 
cial bird's  nest: 

•  Total  disorganization.  The  tax  records  are  in  one 
place,  the  mortgage  and  will  (if  there  is  one)  in  another;  the 
insurance  forms  yet  someplace  else;  stock  records  scat- 
tered. "Too  many  of  our  clients  don't  even  know  where 
their  vital  records  are,"  says  Breyo. 

•  Lack  of  understanding  of  corporate  fringes.  The  value 
of  some  of  these  can  be  enormous.  Many  companies  offer 
savings  plans,  for  example,  which  allow  all  employees  to 
set  aside  a  given  portion  of  their  salary  each  year — say, 
10%.  The  company  will  match  that  amount,  and  the 
aggregate  appreciates  tax-free.  When  the  employee  cashes 
in,  the  distribution  is  given  favorable  tax  treatment.  Yet, 


outweigh  any  tax  advantage  for  going  into  the  shelter. 

•  Lack  of  continuity  in  planning.  Estate  and  retiremen 
planning  is  a  sometime  affair  for  many  managers.  A  goo 
financial  planner  will  help  set  up  such  plans  in  light  of  th 
employee's  income,  age,  family  responsibilities,  tax  situs 
tion,  etc.  One  executive,  for  example,  had  several  hundre 
thousand  dollars'  worth  of  life  insurance  paid  for  by  th 
company.  But  the  policy  was  in  his  name,  meaning  tha 
upon  his  death  the  proceeds  from  the  policy  would  wind  u 
in  his  estate  where  it  could  be  taxed  as  highly  as  70%.  i 
financial  planner  had  him  set  up  a  trust,  and  had  the  polic 
payable  to  the  trust,  thereby  keeping  the  payment  out  c 
his  estate  and  out  of  his  wife's  estate. 

Indeed,  financial  planning  has  become  the  "fringe  o 
top"  of  other  fringe  benefits  that  helps  make  those  othe 
benefits  count  the  most.  And  the 
cost  of  such  a  service,  on  an 
individual  basis,  could  easily 
exceed  $10,000. 


Expenses  for  entertaining  at  home — a  sore  point  with  the  IRS—uill  be  harder  to  come  by 


surprisingly  often,  executives  who  should  know  better  fail 
to  use  them.  Insurance  is  another  corporate  fringe  over- 
looked, says  Breyo.  Often,  it  is  possible  to  insure  the 
spouse  and  offspring  at  what  amounts  to  bargain-basement 
rates.  Yet  many  executives  simply  don't  take  time  to 
check  into  it. 

•  Incentives.  Again,  surprisingly  often,  executives  sim- 
ply don't  understand  how  stock  options,  stock  apprecia- 
tion rights,  performance  plans  and  other  incentives  avail- 
able to  them  really  work.  One  common  mistake:  poor 
timing  on  stock  options,  which  can  mean  substantial  tax 
penalties. 

•  Tax  shelters.  Blame  the  cocktail  parties  for  this  one. 
"We  look  over  tax  shelters  with  a  far  more  critical  eye  than 
most  investors,"  says  Breyo.  One  executive,  for  example, 
was  talked  out  of  an  equipment-leasing  scheme  once  it 
was  made  clear  to  him  that  the  income  he  would  ultimate- 
ly receive  would  be  taxed  at  70% — which  would  far 


As  fringe  benefits  become  more  important  to  more  ar 
more  managers,  of  course,  the  IRS  can  be  expected  to  g« 
more  and  more  eager  to  tax  those  perks.  But  the  currei 
Administration  does  not  appear  very  sympathetic  to  it 
IRS'  wishes.  Regulations  proposed  in  the  waning  days 
Carter's  tenure,  for  example,  have  not  found  too  muc 
support. 

Indeed,  given  the  current  mood  of  Congress,  Williai 
Cash  of  Cresap,  McCormick  and  Paget  predicts  an  in 
proved  tax  climate  for  capital  gains.  Cash  even  foresees  tl 
return  of  what  used  to  be  the  lushest  perk  of  them  all — tl 
qualified  stock  option,  which  allows  key  executives  to  bt 
company  stock  at  bargain-basement  prices — provided  tl 
stock  rises. 

Such  a  perk  might  go  a  long  way  to  make  those  less  ths 
optimistic  executives  think  better  of  their  chances  1 
beating  inflation  as  well  as  tax-bracket  creep  through  equ 
ty  investing.  ■ 
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FOR  A  MORE  DETAILED 
ANALYSIS  OF  YOUR  INTERNAL 

ACCOUNTING  CONTROLS. 
LEAVE  OUT  A  LOT  OF  DETAILS. 


Think  back  to  your  last  analysis  of  internal  controls.  A  lot  of  time,  money  and  effort  undoubtedly 
went  into  tracking  documents  through  your  system. 

Sales  orders.  Receipts.  Vendor  invoices.  Purchase  orders.  Memo  bills.  Forwarding  forms. 
Shipping  reports.  Payroll  records.  Expense  account  vouchers. 

All  in  multiple  copies.  Exhausting,  isn't  it?  And  not  at  all  necessary.  Because  now  there's  a  unique 
new  approach  to  documenting,  analyzing,  and  evaluating  the  validity  of  your  internal  accounting 
controls.  We  call  it  SEADOC,  for  "Systems  Evaluation  Approach:  Documentation  of  Controls." 

Here's  how  it  works.  Instead  of  tracing  documents  from  their  origin  forward  through  your  system, 
SEADOC  traces  information  from  the  financial  statements  backward  to  the 
point  of  origin. 

Because  irrelevant  paperwork  doesn't  enter  into  the  process,  SEADOC 
can  save  you  time,  money  and  effort. 

A  SEADOC  analysis  nelps  you  locate  those  points  in  your 
system  where  errors  are  likely  to  occur.  Then  helps  you  devise 
controls  to  guard  against  those  errors 


For  example,  SEADOC  identifies  the  potential  for  missina  information  and  mis- 
information. And  isolates  recordkeeping  functions  that  should  be  segregated  so  employees 
who  make  mistakes  are  less  able  to  conceal  them. 

Since  SEADOC  gives  you  documentation  that's  unambiguous  and  easy  to  understand, 
you'll  find  yourself  using  a  clear,  simple  system  to  describe  your  internal  controls.  Naturally, 
SEADOC  facilitates  reports  on  internal  accounting  controls. 
For  a  thorough  briefing  on  this  unique,  cost-effective  approach,  just  write  your  local  Peat  Marwick 
office.  Do  it  today.  And  let  SEADOC  help  you  move  your  business  ahead.  By  reversing  your  approach  to 
internal  accounting  controls. 

PEAT,  MARWICK,  MITCHELL  &  CO. 


THIS  SIMPLE  PLASTIC 
TEMPLATE  IS  ALL  THE 
HARDWARE  YOU  NEED 
rO  IMPLEMENT  SEADOC 


LISTENING  CAN  IMPROVE ^  and  urykrstanl 

_      _  _  __  _        _ _  _  facts  and  points  of  view. 

YOUR  VISION 


mc 


Few,  we've  found,  see  as  far  or  as  clearly  as 
those  who  listen  well 

Good  listeners  think  more  broadly- 


They  make  better  innovators.  Becaust 
listeners  look  at  problems  with  fresh  eyes, 
combine  what  they  learn  in  more  unlikely 1 
they're  more  apt  to  hit  upon  truly  startling  i 
Ultimately,  good  listeners  attune 


selves  more  closely  to  where  the 

.is  going— and  the  products,  talents,  and 

iques  it  needs  to  get  there. 

mat's  the  selfish  reason  Sperry  s  committed 

ening. 

To  learn  more  about  (i: 


7b  lead,  you  need  a  lucid  vision  of  the  future. 

^SPER^Y 

We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers.  Sperry  New  Holland  farm  equipment, 
Sperry  Vickers  fluid  power  systems,  and  guidance  and  control  equipment 
from  Sperry  division  and  Sperry  Flight  Systems. 

ing,  write  to  Sperry,  Dept.  C4,  1290  Avenue  of  the  Americas,  NewYork,  N.Y.  10104 


The  disappearance  of  some  well-known  names  from  the  ranks  of 
the  best-paid  chief  executives  bespeaks  neither  retirement  nor  a 
sudden  attack  of  stinginess,  but  rather  a  change  in  the  ground 
rules.  Despite  this,  a  rough  kind  of  justice  is  evident. 


How  much  does 
the  boss  make? 


The  most  striking  thing  about  this  year's  list  of  the 
highest-paid  executives  running  the  nation's  largest 
corporations  is  the  number  of  familiar  names  that 
aren't  there.  Missing  from  this  year's  top  ten,  for  example, 
is  Steven  J.  Ross  of  Warner  Communications,  who  ranked 
number  two  a  year  ago.  Ross  did  all  right  in  1980,  mind 
you,  earning  a  total  of  $2,273,688.  But  handsome  as  it  was, 
that  sum  was  only  enough  to  rank  him  18th. 

Missing  too,  among  others,  from  last  year's  top  ten  are 
John  Swearingen  of  Standard  Oil  (Indiana)  and  Rawleigh 
Warner  Jr.  of  Mobil,  who  had  ranked  4th  and  5th,  respec- 
tively, and  who  this  year 
rank  1 1th  and  34th. 

All  told,  eight  of  last 
year's  top  ten  are  off  the 
list  this  year.  One  of  them, 
Howard  Keck  of  Superior 
Oil,  retired.  The  other, 
Frank  Rosenfelt  of  Metro- 
Goldwyn-Mayer,  had  his 
company  spun  off  under 
him,  resulting  in  pieces  too 
small  to  make  our  lists. 

The  absence  of  the  others 
bespeaks  no  sudden  stingi- 
ness on  the  part  of  compen- 
sation committees.  Rather, 
it  results  largely  from  the 
absence  of  big  stock  gains 
reported  last  year  (see  defi- 
nitions). Nine  of  this  year's 
top  ten  CEOs  reached  that 
level  because  of  the  exercise 
of  stock  options  or  stock 
appreciation  rights.  Warner 
of  Mobil,  having  exercised 
no  options  in  1980,  did  not 
make  it  into  the  top  ten 
this  year.  Last  year's  top 
ten  averaged  $2.8  million  in 
total  remuneration  vs.  $4.1 
million  this  year. 
When  it  comes  to  mon- 


Definitions 


The  Securities  &  Exchange  Commission's  latest  re- 
quirements for  proxy  statements  are  the  basis  for  the 
numbers  in  the  tables  that  follow. 

Salary  and  bonus 

Includes — in  addition  to  salary  and  cash  bonuses — 
directors'  fees,  commissions  and  payments  made  on 
long-term  incentive  plans. 

Benefits 

Includes  cash-equivalent  forms  of  compensation 
such  as  company-paid  life  insurance  premiums  or 
club  dues,  use  of  company  car  or  plane  and  other 
fringe  benefits;  also  stock  bonus  awards,  thrift  plan 
contributions  and  restricted  stock  awards  vested  or 
released  from  restrictions  in  1980. 

Contingent  remuneration 

Includes  the  amounts  expensed  for  deferred  compen- 
sation agreements  and  accruals  (or  credits)  under 
performance-related  long-term  incentive  plans. 

Stock  gains 

Includes  net  value  realized  in  shares  or  cash  from  the 
exercise  of  stock  options  and/or  stock  appreciation 
rights  (SARs)  granted  in  prior  years.  (In  contrast  to 
previous  years,  this  survey  does  not  reflect  the  accru- 
als for  stock  appreciation  rights  unexercised.) 


ey,  no  reporting  philosophy  can  be  problem-free.  Com- 
pensation earned  by  past  performance  but  paid  in  1980  is 
included.  And,  as  in  past  years,  our  tables  also  continue  to 
show  accruals  made  on  company  books  for  long-term 
performance  plans  and  under  employment  agreements 
that  call  for  payments  if  and  when  certain  conditions  are 
met.  Even  though  they  have  been  reported,  chief  execu- 
tives may  not  get  these  contingent  amounts  if,  say, 
company  earnings  do  not  meet  standards  or  the  boss 
quits  to  join  a  competitor. 

A  rough  kind  of  justice  continues  to  be  evident  in  these 

tables.  Ranked  are  the  chief 
executives  of  818  compa- 
nies— those  companies  that 
made  one  or  more  of  the 
Forbes  lists  of  the  500  larg- 
est companies  ranked  by 
sales,  profits,  assets  and 
stock  market  value.  The 
median  salary  and  bonus 
paid  to  the  boss  of  a  com- 
pany with  sales  between 
$500  million  and  $1  billion 
was  $300,000,  10%  higher 
than  last  year's  median;  be- 
tween $1  billion  and  $5  bil- 
lion it  was  $402,000,  6% 
higher  than  last  year;  over 
$5  billion  it  was  $589,000, 
9%  higher.  The  median  sal- 
ary and  bonus  for  all  compa- 
nies is  $351,945: 

As  for  the  preferred  route 
to  the  top  dollar,  there  was; 
a  clear  advantage  among 
these  818  chief  executive 
officers  to  those  who  came 
up  through  finance  (134) 
and  banking  (101).  Far  be- 
hind were  those  who  came 
up  through  marketing  (57) 
and,  even  further  behind, 
sales  (28). 
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THE  TOP  TEN 


1.  Thomas  B.  Pickens  Jr. 
Mesa  Petroleum 

2.  George  T.  Scharffenberger 
City  Investing 

$  415,972 
169,145 
45,165 
7,235,549 
$7,865,831 

Salary  &  bonus 
Benefits 
Contingent 
Stock  gains 
Total 

$  569,000 
11,839 
120,941 
4,464,112 
$5,165,892 

3.  Robert  A.  Charpie 
Cabot 

4.  Walter  f.  Sanders  III 
Advanced  Micro  Devices 

$  799,000 
1,222,533 
1,376,048 
1,308,625 

$4,706,206 

Salary  &  Bonus 
Benefits 
Contingent 
Stock  gains 
Total 

$  538,246 
27,907 
8,106 
3,706,560 
$4,280,819 

5.  Milton  F.  Rosenthal 
Engelhard  Minerals 

6.  Clifton  C.  Garvin  Jr. 

Exxon 

$1,825,000 

Salary  &  Bonus 

$1,043,431 

476,592 

Benefits 

60,551 

1,698,625 

Contingent 

227,564 

Stock 

gains 

2,016,437 

$4,000,217 

Total 

$3,347,983 

7.  Fred  L.  Hartley 
Union  Oil  California 


$  875,767 
370,387 
463,313 
1,419,441 

$3,128,908 


8.  Ray  C.  Adam 
NL  Industries 


Salary  &  Bonus 
Benefits 
Contingent 
Stock  gains 
Total 


$  662,225 
21,845 
247,483 
2,161,500 
$3,093,053 


9.  David  S.  Lewis 
General  Dynamics 

10.  Robert  Anderson 
Rockwell  International 

$  455,173 

Salary  &  Bonus 

$  865,000 

8,875 

Benefits 

18,562 

Contingent 

919,900 

2,556,746 

Stock 

gains 

1,163,531 

$3,020,794 

Total 

$2,966,993 

Note:  Stock  gams  may  have  been  previously  reported  as  contingent  remuneration. 
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WHO  GETS  THE  MOST  PAY 


Compensation  ($000)  Years  served 


Salary  & 

Contin- 

Stock 

With 

As 

BuslE 

Rank 

Company 

Chief  executive  (age) 

bonus' 

Benefits' 

gent1 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

backgr  1 

303 

Abbott  Laboratories 

Robert  A  Schoellhorn 

(52) 

369 

8 

150 



527 

7 

2 

Philadelphia,  Pa 

TecB 

410 

ACF  Industries 

John  F  Burditt 

(63) 

428 

4 

_ 



432 

32 

14 

Newton  Center,  Mass 

Fii 

770 

Adobe  Oil  &  Gas 

B  J  Pevehouse 

(56) 

154 

— 

8 

— 

161 

21 

21 

Ranger,  Tex 

Foi 

4 

Advanced  Micro  Devcs 

Walter  J  Sanders  III 

(45) 

538 

'  28 

8 

3,707 

4,281 

12 

12 

Chicago,  111 

Foi 

227 

Aetna  Life  &  Cas 

John  H  Filer 

(56) 

588 

21 

— 

— 

609 

22 

8 

New  Haven,  Conn 

Insui 

389 

H  F  Ahmanson 

William  H  Ahmanson 

(55) 

375 

18 

52 

_ 

445 

31 

12 

Omaha,  Neb 

Administi 

196 

Air  Prods  &  Chems 

Edward  Donley 

(59) 

488 

165 





653 

38 

7 

Highland  Park,  Mich 

Tech 

649 

Akzona 

Claude  S  Ramsey 

(56) 

250 

3 

— 

— 

253 

31 

14 

Asheville,  NC 

Administi 

202 

Alaska  Interstate 

O  Charles  Honig 

(62) 

507 

23 

113 

— 

642 

15 

7 

Dallas,  Tex 

Fd 

167 

Albertson's 

Warren  E  McCain 

(55) 

500 

16 

— 

195 

711 

29 

4 

Logan,  Kan 

Opera 

252 

Alco  Standard 

Ray  B  Mundt 

(52) 

441 

9 

7 

121 

579 

11 

1 

Appleton,  Wise 

Opera 

489 

Alexander  &  Alexander 

John  A  Bogardus  Jr 

(53) 

243 

7 

_ 

119 

370 

30 

2 

New  York,  NY 

Insui 

386 

Alexander  &  Baldwin 

Robert  J  Pfeiffer 

(61) 

359 

10 

— 

78 

447 

21 

1 

Fiji  Islands 

Opera 

596 

Alleghany 

Fred  M  Kirby 

(61) 

285 

— 

— 

— 

285 

23 

14 

Wilkes  Bane,  Pa 

Invesi 

721 

Allegheny  Power 

Charles  B  Finch 

(61) 

198 

6 

— 

— 1 

204 

27 

9 

New  York,  NY 

776 

Allied  Bancshares 

Gerald  H  Smith 

(50) 

131 

21 





152 

22 

9 

Groveton,  Tex 

Ba: 

93 

Allied  Corp 

Edward  L  Hennessey  Jr 

(53) 

693 

61 

137 



890 

2 

2 

Boston,  Mass 

Fn 

92 

Allied  Stores 

Thomas  M  Macioce 

(62) 

650 

120 

128 

897 

21 

9 

New  York,  NY 

190 

Allis-Chalmers 

David  C  Scott 

(65) 

423 

55 

182 

660 

12 

12 

Akron,  Ohio 

Tech 

90 

Alcoa 

W  H  Krome  George 

(63) 

649 

15 

15 

222 

902 

39 

6 

St  Louis,  Mo 

TeclJ 

129 

AMAX 

Pierre  Gousseland 

(59) 

765 

41 

_ 

806 

32 

4 

France 

Tech 

398 

Amdahl 

Eugene  R  White 

(50) 

390 

7 

43 



440 

6 

1 

Bangor,  Me 

Administi 

720 

Amerada  Hess 

Leon  Hess 

(67) 

200 

— 

5 

— 

205 

48 

8 

Asbury  Park,  N[ 

Fo 

481 

American  Airlines 

Albert  V  Casey 

(61) 

372 

2 

— 

— 

374 

7 

7 

Boston,  Mass 

Fii 

722 

American  B  &  T  Pa 

Samuel  A  McCullough 

(42) 

186 

— 

18 

204 

5 

3 

Pittsburgh,  Pa 

Ba 

54 

American  Brands 

2Robert  K  Heimann 

(62) 

574 

37 

374 

125 

1,109 

27 

8 

New  York,  NY 

Marl) 

41 

Amer  Broadcasting 

Leonard  H  Goldenson 

(75) 

725 

96 

408 

_  ' 

1,229 

47 

31 

Scottdale,  Pa 

547 

American  Can 

William  S  Woodside 

(59) 

314 

7 

— 

— 

321 

31 

1 

Columbus,  Ohio 

Open 

381 

American  Cyanamid 

Dr  James  G  Affleck 

(58) 

417 

5 

28 

— 

450 

34 

5 

Yonkers,  NY 

Administi 

577 

American  Elec  Power 

Willis  S  White  Jr 

(54) 

273 

15 

8 

— 

295 

32 

5 

Portsmouth,  Va 

Ted 

210 

American  Express 

James  D  Robinson  III 

(45) 

587 

26 

18 

631 

10 

4 

Atlanta,  Ga 

Fi 

665 

American  Fletcher 

Frank  E  McKinney  Jr 

(42) 

238 

1 

_ 

_ 

239 

13 

8 

Indianapolis,  Ind 

Bai 

451 

American  General 

Harold  S  Hook 

(49) 

335 

46 

16 

— 

397 

10 

2 

Kansas  City,  Mo 

Insu 

55 

American  Home  Prod 

'William  F  Laporte 

(67) 

475 

616 

— 

1,091 

43 

16 

New  York,  NY 

Administ 

325 

Amer  Hospital  Supply 

Karl  D  Bays 

(47) 

488 

22 

— 

— 

510 

22 

10 

Loyall,  Ky 

65 

American  Intl  Group 

Maurice  R  Greenberg 

(56) 

456 

2 

564 

1,022 

20 

14 

New  York,  NY 

Insu 

49 

Amer  Medical  Intl 

Royce  Diener 

(63) 

450 

5 

266 

423 

1,144 

11 

5 

Baltimore,  Md 

Fi 

378 

American  Motors 

Gerald  C  Meyers 

(52) 

385 

5 

15 

47 

451 

19 

3 

Buffalo,  NY 

Tecl 

583 

American  Natl  Ins 

Orson  C  Clay 

(50) 

287 

6 

— 

— 

293 

10 

3 

Bountiful,  Utah 

Administ 

580 

Amer  Natl  Resources 

Arthur  R  Seder  Jr 

(61) 

281 

— 

14 

— 

295 

21 

4 

Oak  Park,  111 

556 

American  PetroBna 

Richard  I  Galland 

(64) 

288 

23 

312 

23 

12 

Denver,  Colo 

803  Amer  Quasar  Petroleum 

Richard  L  Lowe 

(53) 

123 

6 

129 

12 

8 

Wichita  Falls,  Tex 

Fa 

706 

Amer  Savings  &  Loan 

Morris  N  Broad 

(46) 

144 

2 

65 

211 

24 

16 

Burlington,  Vt 

Fl! 

693 

American  Security 

W  Jarvis  Moody 

(53) 

192 

1 

23 



216 

17 

1 

Mineola,  NY 

Ba 

20 

American  Standard 

William  A  Marquard 

(61) 

705 

14 

524 

920 

2,163 

28 

9 

Pittsburgh,  Pa 

Oper. 

414 

American  Stores 

Lennie  S  Skaggs 

(57) 

421 

2 

5 

427 

36 

15 

Yakima,  Wash 

Ret 

139 

American  Tel  &  Tel 

Charles  L  Brown 

(59) 

716 

5 

59 

780 

35 

2 

Richmond,  Va 

Oper; 

519 

AmeriTrust 

M  Brock  Weir 

(59) 

326 

4 

11 

342 

8  • 

8 

Wenatchee,  Wash 

Ba 

259 

AMF 

W  Thomas  York 

(47) 

545 

21 

566 

12 

3 

Archdale,  NC 

Fi 

195 

Amfac 

Henry  A  Walker  Jr 

(59) 

595 

7 

53 

654 

33 

13 

Honolulu,  Haw 

Operi 

512 

AMP 

Joseph  D  Brenner 

(64) 

346 

346 

34 

9 

Carlisle,  Pa 

Open 

'For  FORBES  definitions  and  methodology  see  page  114.  Succeeded  by  Edward  W  Whittemore,  1/1/81. 

Succeeded  by  John  W  Culligan  5/1/81. 
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WHO  GETS  THE  MOST  PAY 


Compensation  ($000)  Years  served 


Salary  & 

Contin- 

Stock 

With 

As 

Business 

Company 

Chief  executive  (age) 

bonus1 

Benefits' 

gent1 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

background 

AmSouth  Bancorp 

John  W  Woods 

(49) 

175 

20 

— 

— 

195 

11 

9 

Evanston,  111 

Banking 

Amstar 

Robert  T  Quittmeyer 

(60) 

348 

1 

8 

2 

359 

25 

9 

Peekskill,  NY 

Legal 

Amsted  Industries 

4Goff  Smith 

(64) 

334 

10 

— 

— 

343 

34 

7 

Jackson,  Term 

Sales 

Anderson,  Clayton 

Thomas  I  Barlow 

(59) 

311 

3 

33 

34/ 

35 

14 

Houston,  1  ex 

Operations 

Anheuser-Busch  Cos 

August  A  Busch  III 

(44) 

606 

4 

610 

24 

6 

St  Louis,  Mo 

Operations 

Apple  Computer 

sMichael  M  Scott 

(38) 

135 

12 

— 

— 

148 

4 

4 

Gainesville,  Fla 

Technical 

ARA  Services 

117*11  *  p  r*  L. 

William  S  Fishman 

(65) 

479 

10 

— 

— 

488 

41 

6 

Clinton,  Ind 

Founder 

Archer  Danls  Midland 

Dwayne  O  Andreas 

(63) 

445 

— 

— 

— 

445 

10 

10 

Worthington,  Minn 

Finance 

Arizona  Bank 

Donald  B  Tostenrud 

(56) 

205 

2 

5 

TIT 

21 

3 

Estherville,  Iowa 

Banking 

Arizona  Public  Serv 

Keith  L  Turley 

(581 

178 

4 

182 

29 

7 

Mesa,  Ariz 

Administration 

Ark  Louisiana  Gas 

Edward  Sheffield  Nelson 

(40) 

274 

4 

17 

315 

610 

17 

8 

Keevil,  Ark 

Legal 

Armco 

Harry  Holiday  Jr 

(57) 

537 

2 

140 

184 

862 

32 

2 

Pittsburgh,  Pa 

Technical 

Armstrong  World  Inds 

Harry  A  Jensen 

(62) 

274 

— 

— 

— 

274 

40 

3 

Council  Bluffs,  Iowa 

Marketing 

a  c  a orn 
AsAKl-tJ 

Charles  F  Barber 

(641 

560 

5 

565 

25 

10 

Chicago,  111 

Legal 

Ashland  Oil 

Orin  E  Atkins 

(57) 

591 

25 

616 

31 

16 

Pittsburgh,  Pa 

Legal 

Associated  Dry  Goods 

William  P  Arnold 

(56) 

180 

56 

248 

— 

484 

33 

2 

Omaha,  Neb 

Retailing 

Atlantic  Bancorp 

Billy  J  Walker 

(50) 

141 

— 

— 

— 

141 

32 

5 

Baker  County,  Fla 

Banking 

Atlantic  Richfield 

Robert  O  Anderson 

(64) 

754 

36 

371 

896 

2,057 

39 

16 

Chicago,  111 

Production 

Auto  Data  Processing 

Frank  R  Lautenberg 

(57) 

325 

i  'y  c 

28 

5 

.  Paterson,  NJ 

Marketing 

Avco 

James  R  Kerr 

(63) 

510 

5 

23 

538 

26 

11 

Las  Vegas,  NM 

Administration 

Avnet 

Anthony  R  Hamilton 

(56) 

774 

12 

139 

— 

925 

24 

1 

North  Bergen,  NJ 

Operations 

Avon  Products 

David  W  Mitchell 

(53) 

547 

10 

— 

— 

557 

33 

5 

Pasadena,  Cal 

Sales 

Bache  Group 

Harry  A  Jacobs  Jr 

(60) 

514 

3 

5 

97 

619 

35 

3 

New  York,  NY 

Investment 

Baker  International 

Earnest  H  Clark  Jr 

(54) 

578 

44 

oil 

34 

16 

Birmingham,  Ala 

lecnnical 

Baldwin-United 

6Lucien  Wulsin 

(64) 

329 

17 

346 

42 

19 

Cincinnati,  Ohio 

Legal 

Bally  Manufacturing 

Robert  Mullane 

(49) 

487 

45 

7 

— 

539 

8 

1 

Cincinnati,  Ohio 

Administration 

Baltimore  Gas  &  Elec 

Bernard  C  Trueschler 

(58) 

173 

2 

5 

— 

179 

33 

1 

Baltimore,  Md 

Technical 

Banc  One 

John  G  McCoy 

(68) 

287 

— 

— 

— 

287 

44 

21 

Marietta,  Ohio 

Finance 

Banjul  in-State 

Chauncey  E  Schmidt 

(50) 

310 

14 

5 

5 

Oxford,  Iowa 

Banking 

Banco  Popular  PR 

Rafael  Carrion  Jr 

(66) 

134 

37 

171 

48 

24 

San  Juan,  PR 

Banking 

BancOhio 

'Robert  G  Stevens 

(51) 

215 

— 

— 

— 

215 

5 

5 

Marion,  111 

Banking 

Bancorp  Hawaii 

Frank  J  Manaut 

(57) 

186 

14 

— 

— 

201 

30 

1 

Alhambra,  Cal 

Banking 

Bank  of  New  York 

Elliott  Averett 

(63) 

288 

190 

77 

— 

554 

41 

6 

Chatham,  NJ 

Banking 

Bank  of  Virginia 

Frederick  Deane  Jr 

(54) 

165 

1 

1 1 

1  "7*7 
1// 

27 

7 

Boston,  Mass 

Finance 

BankAmerica 

8Alden  W  Clausen 

(58) 

700 

9 

40 

22 

770 

31 

11 

Hamilton,  111 

Finance 

Bankers  Trust  N  Y 

Alfred  Brittain  III 

(58) 

424 

— 

38 

4 

466 

34 

6 

Evanston,  III 

Banking 

Barnett  Banks  Fla 

Charles  E  Rice 

(45) 

260 

— 

— 

9 

270 

16 

1 

Chattanooga,  Term 

Banking 

Bausch  &  Lomb 

'Daniel  G  Schuman 

(64) 

390 

114 

— 

100 

604 

21 

10 

New  York,  NY 

Finance 

Baxter  Travenol  Labs 

Vernon  R  Loucks  Jr 

(46) 

372 

33 

405 

15 

1 

Evanston,  111 

Marketing 

BayBanks 

William  M  Crozier  Jr 

(48) 

180 

19 

199 

17 

6 

New  York,  NY 

Banking 

Beatrice  Foods 

James  L  Dutt 

(56) 

593 

2 

29 

— 

623 

34 

1 

Topeka,  Kan 

Administration 

Beckman  Instruments 

Arnold  O  Beckman 

(81) 

398 

2 

17 

— 

418 

46 

41 

Cullom,  111 

Founder 

Becton,  Dickinson 

Wesley  J  Howe 

(60) 

426 

8 

96 

— 

529 

32 

6 

Jersey  City,  NJ 

Administration 

Belco  Petroleum 

Arthur  B  Belfer 

(74) 

197 

7 

— 

204 

28 

28 

Poland 

Founder 

Bendix 

William  M  Agee 

(43) 

Att  7 
Do  / 

1  AQ 

i-+y 

o 

A 
«4 

Boise,  Ida 

Finance 

Beneficial  Corp 

Finn  M  W  Caspersen 

(39) 

379 

13 

22 

414 

9 

4 

New  York,  NY 

Legal 

Bethlehem  Steel 

Donald  H  Trautlein 

154) 

281 

7 

62 

20 

370 

4 

1 

Sandusky,  Ohio 

Finance 

Big  Three  Industries 

Harry  K  Smith 

(69) 

333 

1 

2 

336 

55 

25 

Pittsburgh,  Pa 

Administration 

Black  &  Decker 

Francis  P  Lucier 

(53) 

307 

23 

5 

335 

18 

6 

Boston,  Mass 

Marketmg 

Blue  Bell 

L  Kimsey  Mann 

(64) 

235 

1 

26 

262 

35 

7 

La  Grange,  Ga 

Production 

Boatmen's  Bancshs 

Donald  N  Brandin 

(59) 

210 

1 

211 

25 

8 

New  York,  NY 

Banking 

Forbes  definitions  and  methodology  see  page  114.  'Succeeded  by  Robert  H.  Wellington,  1/20/81. 

'Succeeded  by  A  C.  Markkula  Jr.,  3/19/81. 
'Succeeded  by  Morley  P  Thompson,  1/1/81. 
'Succeeded  by  Arthur  D.  Herrmann,  2/25/81. 
"Succeeded  by  Samuel  H.  Armacost,  4/21/81. 
'Succeeded  by  Daniel  E.  Gill,  4/24/81. 
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WHO  GETS  THE  MOST  PAY 




Compensation  ($000)  Years  served 


Salary  & 

Contin- 

Stock 

With 

As 

Bui 

Rank 

Company 

Chief  executive  (age) 

'  bonus1 

Benefits 

gent' 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

backg 

38 

Boeing 

Thornton  A  Wilson  (60) 

649 

186 

12 

561  • 

1,409 

38 

12 

Sikcston,  Mo 

Tec 

360 

Boise  Cascade 

JohnBFery  (51) 

373 

41 

53 



466 

24 

8 

Belhngham,  Wash 

Prodi 

169 

Borden 

Eugene  (  Sullivan  (60) 

495 

16 

191 

— 

702 

35 

1 

New  York,  NY 

356 

Borg-Warner 

(ames  F  Bere'  (58) 

416 

•  50 

9 

— 

475 

20 

9 

Chicago,  111 

Prodi 

782 

Borman's 

Paul  Borman  (48) 

142 

8 

149 

27 

16 

Detroit,  Mich 

736 

Boston  Edison 

Thomas  J  Galligan  Jr  (61) 

196 

1 





197 

27 

10 

Watertown,  Mass 

Fi 

106 

Braniff  Intl 

'"Harding  L  Lawrence  (60) 

300 

32 

527 



859 

16 

16 

Perkins,  Okla 

Adminisc 

126 

Bristol-Myers 

Richard  L  Gelb  (57) 

797 

5 

14 

— 

816 

31 

9 

New  York,  NY 

Adminisc 

741 

Broadview  Financial 

John  E  Rupert  (53) 

191 

— 

— 

— 

191 

27 

7 

Cleveland,  Ohio 

Adminisc 

524 

Brown-Forman  Dist 

W  L  Lyons  Brown  Jr  (44) 

306 

32 

— 

— 

338 

20 

5 

Louisville,  Ky 

Mar. 

421 

Brown  Group 

W  L  Hadley  Griffin  (63) 

331 





89 

421 

34 

12 

Edwardsville,  111 

127 

Brunswick 

K  Brooks  Abernathy  (62) 

442 

28 

346 



816 

19 

5 

Missoula,  Mont 

Fi 

572 

Bucyrus-Erie 

Norris  K  Ekstrom  (53) 

298 

— 

1 

— 

299 

19 

3 

Kiron,  Iowa 

F 

212 

Burlington  Inds 

William  A  Klopman  (59) 

505 

2 

120 

— 

627 

35 

4 

New  York,  NY 

Mar 

308 

Burlington  Northern 

Richard  M  Bressler  (50) 

509* 

14 

522 

1  . 

1 

Wayne,  Neb 

Fi 

246 

Burroughs 

W  Michael  Blumenthal  (55) 

580t 

8 





588 

I 

1 

Germany 

Administ 

3 

Cabot 

Robert  A  Charpie  (55) 

799 

1,223 

1,376 

1,309 

4,706 

12 

12 

Cleveland,  Ohio 

Teq 

698 

California  First  Bnk 

Yasushi  Sumiya  (53) 

180t 

30 

5 

— 

215 

l 

1 

Japan 

B; 

341 

Cameron  Iron  Works 

Myron  A  Wright  (70) 

306 

3 

— 

182 

491 

4 

4 

Blair,  Okla 

Administ 

718 

Campbell  Soup 

R  Gordon  McGovern  (54) 

202 

4 

1 

206 

25 

1 

Norristown,  Pa 

Mar 

502 

Campbell  Taggart 

C  B  Lane  (56) 

352 

2 





354 

34 

1 

El  Paso,  Tex 

F 

36 

Capital  Cities  Comm 

Thomas  S  Murphy  (56) 

368 

20 

37 

1,033 

1,458 

26 

14 

Brooklyn,  NY 

Adminisl 

575 

Capital  Holding 

Thomas  C  Simons  (52) 

282 

2 

12 

— 

296 

3 

3 

Pasadena,  Cal 

Inst 

439 

Carnation 

H  Everett  Olson  (74) 

345 

— 

62 

— 

407 

50 

13 

Chicago,  111 

F 

743 

Carolina  Pwr  &  Lt 

Sherwood  H  Smith  Jr  (46) 

181 

4 

5 

— 

190 

16 

1 

Jacksonville,  Fla 

315 

Carter  Hawley  Hale 

Philip  M  Hawley  (55) 

507 

8 

_ 

_ 

515 

23 

4 

Portland,  Ore 

Re 

648 

Castle  &  Cooke 

Donald  J  Kirchhoff  (56) 

253 







253 

25 

6 

St  Louis,  Mo 

Admimsl 

330 

Caterpillar  Tractor 

Lee  L  Morgan  (61) 

482 

3 

19 

— 

504 

35 

3 

Aledo,  111 

Mari 

136 

CBI  Industries 

Marvin  G  Mitchell  (64) 

450 

17 

325 

— 

792 

42 

11 

Waycross,  Ga 

28 

CBS 

Thomas  H  Wyman  (51) 

1,361 

4 

292 

— 

1,657 

1 

1 

St  Louis,  Mo 

Mai 

622 

CBT 

Walter  I  Connolly  Jr  (52) 

209 

3 

24 

35 

271 

20 

4 

Boston,  Mass 

B. 

130 

Celanese 

John  D  Macomber  (53) 

525 

6 

268 

5 

805 

8 

3 

Rochester,  NY 

Adminis' 

639 

Centex 

"Frank  M  Crossen  (57) 

237 

20 

— 

— 

258 

24 

15 

Dallas,  Tex 

F 

700 

Central  &  South  West 

Durwood  Chalker  (57) 

198 

— 

15 

— 

213 

31 

1 

Breckenndge,  Tex 

Tec 

602 

Central  Bancorp 

Oliver  W  Birckhead  (59) 

165 

117 

— 



282'2 

30 

9 

Brooklyn,  NY 

Adminis] 

717 

Central  Bancshares 

Harry  B  Brock  Fr  (55) 

207 







207 

10 

10 

Fort  Payne,  Ala 

F. 

768 

Central  Fidelity  Bks 

"Alvin  R  Clements  (54) 

161 



3 



164 

8 

6 

Charlottesville,  Va 

Bj 

587 

Centl  Louisiana  Engy 

Gale  L  Galloway  (51) 

282 

10 

— 



292 

7 

1 

Pearsall,  Tex 

Ope! 

680 

Central  Soya 

Douglas  G  Fleming  (51) 

220 

4 

— 

— 

225 

27 

1 

Harvey,  111 

506 

Central  Tel  &  Utils 

Robert  P  Reuss  (63) 

297 

9 

43 



349 

8 

8 

Aurora,  111 

Opel 

565 

Centran 

'"John  A  Gelbach  (63) 

285 

18 





302 

25 

10 

Ellwood  City,  Pa 

F 

412 

Cessna  Aircraft 

Russell  W  Meyer  (48) 

376 



52 



428 

7 

6 

Davenport,  Iowa 

307 

Champion  Intl 

Andrew  C  Sigler  (49) 

500 

22 

1 

523 

24 

6 

Brooklyn,  NY 

557 

Charter 

Raymond  K  Mason  (54) 

249 

44 

16 

— 

309 

29 

18 

Jacksonville,  Fla 

H 

244 

Chase  Manhattan 

Willard  C  Butcher  (54) 

562 

27 

589 

34 

1 

Bronxville,  NY 

Bl 

262 

Chemical  New  York 

Donald  C  Platten  (62) 

525 

39 

564 

40 

8 

New  York,  NY 

Bi 

321 

Chesebrough-Pond's 

Ralph  E  Ward  (60) 

416 

96 

512 

34 

13 

Scotch  Plains,  NJ 

Mai 

224 

Chromalloy  American 

Frank  PNykiel  (64) 

591 

11 

9 

610 

21. 

1 

Chicago,  111 

F 

100 

Chrysler 

Lee  A  Iacocca  (56) 

616 

252 

868 

2 

1 

Allentown,  Pa 

Ope 

401 

Chubb 

Henry  U  Harder  (56) 

378 

58 

437 

32 

1 

New  York,  NY 

Ins 

754 

Cincinnati  G  &  E 

William  H  Dickhoner  (59) 

161 

19 

181 

40 

5 

Cincinnati,  Ohio 

Tei 

*CEO  joined  company  in  1980;  salary  less  than  full  year.  '"Succeeded  by  John  J  Casey,  1/7/81 

tSalary  annualized.  i  'Office  jointly  held  with  Paul  R.  Seegers. 

'For  FORBES  definitions  and  methodology  see  page  114.  12Figures  are  for  1979. 

"Succeeded  by  Carroll  L.  Saine,  1/1/81. 

'"Succeeded  by  Wilson  M.  Brown  Jr.,  6/1/81. 
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S 


AS  LUXURY 
SEDANS  BECOME 


MORE  EXPENSIVE, 


NORTH  BECOMES 
MORE  CRITICAL 


it  actually  improves  the  car's 
efficiency. 

With  every  engine  revolu- 
tion a  computer  receives 
and  assesses  signals  from 
sensors  deep  within  the  6- 
cylinder  engine.  Then  in- 
stantly determines  the  pre- 
cise air/fuel  mixture  to  be  in- 
jected into  the  cylinder  ports. 

Yet  the  incongruous  note 
here  is  that  BMW  efficiency 
is  not  achieved  at  the  ex- 
pense of  the  sort  of  exhila- 
rating performance  one 
expects  in  a  BMW— or  the 
power  reserves  necessary 
to  maneuver  safely  even 
under  the  most  demanding 
conditions* 

LUXURY.  NOT 
SUPERFICIALITY. 
It  would  be  difficult  to 
imagine  an  appointment  or 
an  accessory  that  has  been 
omitted  in  the  BMW  733i. 

Yet,  all  facets  have  been 
biomechanically  engineered 
to  achieve  the  perfect  inte- 
gration of  man  and  machine. 

Its  seats  are  anatomi- 
cally correct  buckets  and 
covered  in  wide  rolls  of  sup- 
ple leather. 

All  of  its  vital  controls 
are  within  easy  reach  of  the 
driver.  Instruments  are 
large,  well-marked  and  to- 
tally visible. 

So  impressive  is  the  total 
result  that  one  automotive 
journalist  was  moved  to 
write  of  theBMW733i,"...to 
drive  it  is  to  know  all  the 
wonderful  things  machines 
can  do  for  man." 

To  arrange  a  thorough 
test  drive,  we  sug- 
gest you  phone 
your  nearest 
BMW  dealer  at 
your  convenience. 

THE  ULTIMATE  DRIVING  MACHINE. 

8MW.  MUNICH.  GERMANY 

e  733i  (with  standard  transmission)  delivers  [16]  EPA  estimated  mpg,  25  estimated  highway  mileage  and.  based  on  these  figures,  an  estimated  mpg  range  of  13601  miles  and  a  highway  range  of 
12  miles.  (Naturally,  our  fuel  efficiency  figures  are  for  comparison  purposes  only  Your  actual  mileage  and  range  may  vary,  depending  on  speed,  weather  and  trip  length  Your  actual  highway  mile- 
e  and  highway  range  will  most  likely  be  lower)  ©  1981  BMW  of  North  America.  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayensche  Motoren  Werke,  A  G 


Due  to  a  variety  of  eco- 
Dmic  ills,  the  day  has  fi- 
ally  arrived  when  the  price 
:  a  luxury  automobile  can 
/al  that  of  a  small  house  in 
le  country. 

A  disturbing  trend  that 
3S  forced  many  otherwise 
asual  automobile  buyers 

scrutinize  their  potential 
jrchases  as  never  before. 

At  BMW  we  are  not 
armed  by  this  newly  en- 
jhtened  consumer. 

For  when  one  examines 
le  features  that  truly  mat- 
>r  in  a  luxury  sedan— perfor- 
lance,  craftsmanship  and 
isale  value— no  other  ex- 
snsive  automobile  justifies 
;  price  quite  so  thoroughly 
5  the  BMW733i. 

Accounting,  no  doubt,  for 
ie  fact  that  last  year 
le  demand  for  the  BMW 
33 1  outpaced  even  our 


most  optimistic  predictions. 
EVOLUTION  IS 
PREFERABLE 
TO  REVOLUTION. 

With  a  certain  predicta- 
bility, automakers  reacted 
to  the  realities  of  the  1980's 
by  bringing  forth  a  plethora 
of  "revolutionary"  re-engi- 
neered  cars. 

The  733i,  however,  is 
hardly  the  result  of  a  single 
year's  rush  to  build  an  en- 
lightened automobile. 

Indeed,  decades  ago, 
when  luxury  car  manufactur- 
ers were  building  ever  larger 
cars,  reckless  in  their  con- 
sumption of  fuel,  BMW  was 
championing  such  avant- 
garde  concepts  as  six-cylin- 
der  engines,  sensible  piston 
displacements  and  impres- 
sive power-to-weight  ratios. 

The  BMW733is3.2- 
liter,  fuel-injected  power  plant, 


for  example,  is  the  product 
of  millions  of  miles  of  testing 
and  refinement— on  and  off 
the  great  racecourses  of 
the  world. 

Its  double-pivot  suspen- 
sion system  has  been 
described  by  Car  and  Driver 
magazine  as ". .  .the  single 
most  significant  break- 
through in  front  suspension 
design  in  this  decade." 

A  five-speed  standard 
transmission  (automatic  is 
available)  affords  one  the 
unique  opportunity  to  pick 
and  choose  one's  own  gears. 
ELECTRONIC  INNOVATION 

THAT  GOES  BEYOND  A 
DIGITAL  SPEEDOMETER. 

On  the  BMW  733i,  our 
electronic  computerized 
monitoring  system  (first  in- 
stalled by  BMW  in  1975) 
plays  a  far  more  important 
role  than  mere  decoration: 


UR  NEXT  BUSINESS  MEET 


Lake  Tahoe  the  way  it  was . . .  and  still  is,  4-: 
newly  appointed  rooms  and  suites  on  th  i 
North  Shore,  plus  a  Regency  Club  Leveh| 
Concierge  and  a  special  touch  of  Hyatt 

2  nearby  Robert  Trent  Jones  golf  courses 
and  26  tennis  courts  close  to  the  hotel.  C 
own  beach  for  swimming,  water  skiing  a 
water  sports.  A  heated  pool.  6  nearby  sk 
areas,  cross  country  skiing  and  snow- 
mobiling.  Indoor  and  Outdoor  Theme  Pai 

Elegant  dining  on  the  lake.  Live  entertair 
ment.  24  hour  Casino.  20,000  sq.  ft.  of 
Meeting  Space  (a  ballroom  of  8,000  sq 
accommodating  1 ,000  theatre  style  or 
for  banquet— plus  additional  meeting 
rooms.  An  experienced  meeting  plannif 
staff.  Regularly  scheduled  transportation 
from  Reno  and  Tahoe  airports.  Call 
Director  of  Sales  702-831-1111 
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fames  A  D  Geier 

(55) 

3 

172 

152 
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1  1 
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Cincinnati,  Ohio 

Technical 

Citicorp 

Walter  B  Wriston 
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Bennett  A  Brown 

(52) 

230 

18 

30 

— 

278 

26 

7 

Kingstrcc,  SC 

Banking 

Citizens  Fidelity 

I  David  Grissom 

(42) 

217 

219 

8 

4 

Portsmouth,  Ohio 

Legal 

City  Federal  S  &  L 

Gilbert  G  Roessner 

(63) 

no 

1.2.  J 

85 

50 

— 

364 

1 1 
1  z 

Irvington,  NJ 

Banking 

City  Investing  George  T  Scharffenberger 

(62) 

joy 

12 

'  121 

4,464 

5  166 

1  c 

i  O 

1  j 

Ridgcwood,  NJ 

Operations 

Clark  Equipment 

Bert  E  Phillips 

(62) 

71  7 

OZ  1 

15 

94 

— 

436 

OO 

Q 

O 

Quincy,  111 

Marketing 

Clark  Oil  &  Refining 

Robert  G  Reed  III 

(53) 

AOl 

15 

7 

— 

514 

1 

Z 

1 
Z 

Cambridge,  JVlass 

Marketing 

/    1           fl         J  r>l  ill 

Cleveland  Elec  Ilium 

Robert  M  Gtnn 

(5/) 

200 

1 2 

6 

218 

32 

2 

Detroit,  Mich 

Technical 

Coastal  Corp 

Oscar  S  Wyatt  Jr 

(56) 

a  on 

1 

— 

— 

491 

1  ^ 

ZO 

Zj 

Beaumont,  Tex 

Founder 

Coca-Cola 

,6J  Paul  Austin 

(66) 

lf*.l 
/  OZ 

74 

— 

— 

837 

7 1 
O  1 

1  d 
1  4 

La  Grange,  Ga 

Legal 

Colgate-Palmolive 

Keith  Crane 

(60) 

548 

15 

278 

— 

841 

44 

2 

New  Zealand 

Administration 

Colonial  Penn  Group 

John  J  Mat  Williams 

1  CI  \ 

[blj 

24 

231 

— 

620 

12 

1 1 

Syracuse,  NY 

Administration 

Colt  Industries 

George  A  Strichman 

(64) 

653 

185 

375 

1,213 

18 

18 

Schenectady,  NY 

Administration 

Columbia  Gas  System 

W  Frederick  Laird 

(61) 

1  7D 

Z 1 U 

16 

— 

— 

~'~  1 

zv 

1 

London,  Ohio 

Legdi 

Combined  Internatl 

Clement  Stone 

(53) 

^A7 

37 

— 

— 

584 

OU 

u 
0 

Evanston,  111 

Insurance 

Combustion  Engnrng 

Arthur  J  Santry  fr 

(62) 

ti  1  2 

— 

120 

— 

033 

/jj 

25 

1  ti 
1  o 

Brookline,  Mass 

Legal 

Commerce  Bancshrs 

fames  M  Kemper  Jr 

/  col 

1  }  ] 

8 

— 

140 

34 

14 

Kansas  City,  Mo 

Banking 

Commercial  Metals 

Stanley  A  Rabin 

IA  1  \ 

(43) 

325 

o4 

14 

373 

1 1 

2 

New  York,  NY 

Administration 

Commonwlth  Edison 

fames  f  O'Connor 

(44) 

0O7 

ZU  1 

6 

— 

— 

213 

1  7 

1 

I 

Chicago,  111 

Administration 

Commonwealth  Oil 

C  Howard  Hardesty  Jr 

(59) 

— 

— 

— 

500 

2 

2 

Fairmont,  W  Va 

Legal 

Computervision 

Martin  Allen 

pU) 

Zo  1 

2 

14 

— 

297 

1 2 

1 2 

Des  Moines,  Iowa 

Founder 

Connecticut  General 

Robert  D  Kilpatrick 

f  C  71 

(57) 

472 

185 

656 

27 

A 

Fairbanks,  La 

Insurance 

Conoco 

Ralph  E  Bailey 

614 

T  A 

/IOC 

483 

1,123 

16 

2 

Lynnville,  Ind 

Technical 

Consolidated  Edison 

Charles  F  Luce 

(63) 

1 

ZOO 

186 

— 

— 

422 

1 o 

1 o 

riacieviiic,  wise 

Administration 

Consolidated  Foods 

John  H  Bryan  Jr 

(44) 

con 

9 

— 

166 

755 

z  1 

0 

We*st  Point,  Miss 

Administration 

Consol  Freightways 

Raymond  F  O'Brien 

pyj 

7.07 

3 

-104 

38 

329 

1  7 

ZO 

Atchison,  Kan 

Finance 

Consol  Natural  Gas 

George  J  Tankersley 

(oUJ 

ZOO 

1 

13 

— 

279 

14 

z 

Ruston,  La 

Administration 

Consolidated  Papers 

George  W  Mead 

/  C  "2  1 

(53) 

197 

197 

28 

15 

Milwaukee,  Wise 

Operations 

Consumers  Power 

John  D  Selby 

159) 

Z  1 O 

2 

7 

— 

284 

0 

O 

Odebolt,  Iowa 

Technical 

Continental  Bank 

Roy  T  Peraino 

(53) 

10  A 

— 

— 

— 

294 

ZO 

1  1 
1  1 

Philadelphia,  Pa 

Finance 

Continental  Corp 

John  B  Ricker  Jr 

(Oo  ] 

366 

3 

18 

55 

442 

Al 
*+z 

C 

Augusta,  Ga 

Insurance 

Continental  Group 

S  Bruce  Smart  Jr 

(58) 

A77 

*f  /  o 

53 

19 

546 

ZO 

1 
1 
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1NIW    I  OIK,  IN  I 

Markt'ting 

Continental  Illinois 

Roger  E  Anderson 

/  co\ 

590 

ZO 

OO 

684 

34 

8 

Chicago,  111 

Banking 

Continental  Tel 

Charles  Wohlstetter 

(71) 

ai  a 

39 

— 

— 

468 

in 
zu 

Q 

M^w  V^rL-  NY 

1NLW    I  UlK,  IN  I 

Finance 

Control  Data 

William  C  Norris 

(69) 

A  10 
oov 

— 

— 

— 

639 

Za 

ZO 

rvCU  LlUliU,  1NCD 

Founder 

Cooper  Industries 

Robert  Cizik 

pU) 

563 

15 

479 

— 

1  056 

1  O 

Scranton,  Pa 

Finance 

Adolph  Coors 

William  K  Coors 

(04  J 

258 

1 

258 

4 1 

20 

(  '  /~w  ri  *j  T"i  i,f^l*"» 
VjUIUCll,  ^UiU 

Technical 

Corning  Glass  Works 

Amory  Houghton  Jr 

/  C  A  \ 

(54) 

435 

n 

y 

on 

1  T  1 

121 

646 

29 

17 

Corning,  NY 

Operations 

Cox  Broadcasting 

Clifford  M  Kirtland  |r 

(57) 

177 

1 

— 

— 

274 

1  7 

7 

Rnff-iln  MY 

DUIUIU,  IN  1 

Finance 

CPC  International 

James  W  McKee  Jr 

(58) 

514 

10 

226 

102 

852 

34 

c 

r  lllbUUIgll,  1  a 

Finance 

Crane 

Thomas  M  Evans 

(70) 

7  1  7 

o  1 1 

— 

— 

— 

317 

zz 

zz 

1  litSDurgn,  1  a 

Finance 

Cray  Research 

John  A  Rollwagen 

40) 

1  in 

— 

10 

204 

334 

c 

j 

1 
1 

Minneapolis,  Minn 

Marketing 

Crocker  National 

Thomas  R  Wilcox 

;64) 

C  UA 

17 

— 

— 

602 

7 

7 

1 

Mr\a;  YrtrL'  MY 

in  e  w  i  or  k,  in  1 

Banking 

Crouse-Hinds 

Chris  J  Witting 

(66) 

425 

12 

145 

582'2 

16 

16 

Craniord,  NJ 

Administration 

Crown  Central  Petrol 

Henry  A  Rosenberg  Jr 

(51) 

7&1 

ooZ 

14 

17/. 
3/0 

Z8 

1  n 
1  u 

Pittsburgh,  Pa 

Administration 

Crown  Cork  &  Seal 

John  F  Connelly 

(76) 

180 

2 

182 

24 

24 

Philadelphia,  Pa 

Sales 

Crown  Zellerbach 

Charles  R  Dahl 

(59) 

370 

18 

20 

407 

31 

11 

Brooklyn,  NY 

Production 

Crum  &  Forster 

B  P  Russell 

61) 

424 

9 

25 

78 

536 

39 

10 

Fort  Worth,  Tex 

Insurance 

CSX 

Prime  F  Osborn  III 

(65) 

712 

10 

721 

29 

4 

Greensboro,  Ala 

Legal 

Forbes  definitions  and  methodology  see  page  114. 

,2Fij>ures 

are  for  19 

79. 

'-Succeeded  by  Charles  J  Waidelichi  4/28/81. 

"■Succeeded  by  Roberto  C.  Goizueta,  3/1/81. 
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WHO  GETS  THE  MOST  PAY 


Compensation  ($000) 

Years 

served 

Salary  & 

Contin- 

Stock 

With 

As 

Busi 

Rank 

Company 

Chief  executive  (age) 

bonus' 

Benefits' 

gent1 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

backgn 

695 

Cullen/Frost  Bankers 

Thomas  C  Frost 

(53) 

204 

12 

_ 

 ■  ■ 

.  215 

31 

15 

San  Antonio,  Tex 

Bar 

175 

Cummins  Engine 

Henry  B  Schacht 

(46) 

478 

38 

166 



682 

16 

11 

Erie,  Pa 

Admmistrl 

348 

Dana 

Gerald  B  Mitchell 

[53] 

473 

8 

— 

— 

481 

37 

1 

Goderich,  Can 

Opera! 

109 

Datt  &  Kraft 

John  M  Richman 

(53) 

678 

.  18 

159 

— 

854 

26 

2 

New  York,  NY 

773 

Data  General 

Edson  D  deCastro 

(42) 

156 

— 

— 

156 

13 

13 

Plainfield,  N) 

Foi 

17 

Datapoint 

Harold  E  O'Kelley 

(56) 

333 

9 

97 

1,882 

2,321 

8 

8 

Jacksonville,  Fla 

Tech( 

765 

Dayton  Power  &  Light 

Robert  E  Frazer 

(52) 

163 

6 





169 

6 

3 

Detroit,  Mich 

Fir 

164 

Dayton-Hudson 

William  A  Andres 

(54) 

538 

18 

— 

156 

713 

22 

4 

Fayette,  Iowa 

Reti 

449 

Dean  Witter  Reynolds 

Andrew  J  Melton  Jr 

(61) 

338 

9 

51 

— 

399 

8 

1 

Bay  Shore,  NY 

Invest: 

406 

Deere 

William  A  Hewitt 

(66) 

410 

24 

434 

32 

26 

San  Francisco,  Cal 

Mark 

702 

DEKALB  AgResearch 

Thomas  H  Roberts  Jr 

(57) 

181 

9 

22 



212 

32 

19 

DeKalb,  111 

Mark 

619 

Delhi  Intl  Oil 

Norman  C  Miller 

(61) 

190 



84 



274 

26 

7 

Lyons,  Kan 

Produi 

296 

Delta  Air  Lines 

David  C  Garrett  Jr 

(58) 

478 

2 

52 

— 

533 

34 

3 

Norns,  SC 

Opera 

764 

Deluxe  Check  Printers 

Eugene  R  Olson 

(55) 

144 

4 

21 

— 

169 

37 

3 

St  Paul,  Minn 

Mark 

815 

Deposit  Guaranty 

Warren  A  Hood 

(64) 

70 

2 

1 1 

84 

,  3 

1 

Copiah  County,  Miss 

Administt 

615 

Detroit  Edison 

William  G  Meese 

(64) 

276 







276 

40 

9 

Rugby,  ND 

Tech 

632 

DETROITBANK 

Rodkey  Craighead 

(64) 

255 

7 





262 

35 

3 

Pittsburgh,  Pa 

Ba 

549 

Diamond  Intl 

William  J  Koslo 

(51) 

305 

16 

— 

— 

321 

26 

4 

Mt  Carmel,  Pa 

121 

Diamond  Shamrock 

William  H  Bricker 

(49) 

640 

15 

10 

166 

831 

12 

4 

Detroit,  Mich 

Mark 

290 

Digital  Equipment 

Kenneth  H  Olsen 

(55) 

344 

195 



— 

539 

23 

23 

Bridgeport,  Conn 

Fo 

216 

Dillingham 

Herbert  C  Cornuelle 

(61) 

424 

39 

160 



622 

11 

4 

Cincinnati,  Ohio 

Opera 

657 

Dillon  Companies 

Ray  E  Dillon,  Jr 

(57) 

235 



12 



247 

34 

18 

Hutchinson,  Kan 

Administi 

391 

Walt  Disney 

E  Cardon  Walker 

(65) 

258 

72 

16 

97 

443 

43 

4 

Rexburg,  Ida 

Marl) 

689 

Dominion  Bankshares 

Byron  A  Hicks 

(64) 

199 

14 

— 

3 

217 

35 

3 

Moneta,  Va 

Fi 

277 

Donaldson,  Lufkin 

Richard  H  Jenrette 

(52) 

515 

~~ 

37 

— 

551 

21 

7 

Raleigh,  NC 

Fo 

73 

R  R  Donnelley  &  Sons 

Charles  W  Lake  Jr 

(63) 

402 

52 

199 

339 

992 

35 

17 

La  Porte,  Ind 

—  1 — " — 

Prodi 

790 

Dorchester  Gas 

George  S  Rooker 

(62) 

141 

2 





142 

25 

21 

Memphis,  Term 

Inves' 

264 

Dover 

"Thomas  C  Sutton 

(60) 

415 

30 

116 

561 

30 

17 

Longmont,  Colo 

192 

Dow  Chemical 

Paul  F  OrefHce 

(53) 

442 

192 

— 

24 

658 

28 

3 

Italy 

Fi 

205 

Dow  Jones 

Warren  H  Phillips 

(55) 

416 

129 

93 

638 

34 

6 

New  York,  NY 

Jourr 

540 

Dravo 

Robert  Dickey  III 

(63) 

318 



11 

, 

329 

33 

16 

Pittsburgh,  Pa 

27 

Dresser  Industries 

John  V  James 

(62) 

353 

5 

915 

445 

1,717 

23 

11 

Plains  Township,  Pa 

Fi 

646 

Duke  Power 

Carl  Horn  Jr 

(59) 

236 

3 

17 

— 

256 

27 

10 

Rutherfordton,  NC 

30 

Dun  &  Bradstreet 

Harrington  Drake 

(61) 

600 

— 

14 

1,030 

1,645 

33 

6 

Kansas  City,  Mo 

Mar 

99 

E I du  Pont 

,8Irving  S  Shapiro 

(64) 

697 

175 

— 

— 

873 

30 

7 

Minneapolis,  Minn 

748 

Duquesne  Light 

John  M  Arthur 

(58) 

177 

8 

184 

36 

12 

Pittsburgh,  Pa 

Oper 

372 

Eastern  Air  Lines 

Frank  Borman 

(53) 

335 

98 

21 

_ 

454 

11 

5 

Gary,  Ind 

Tec 

516 

Eastern  Gas  &  Fuel 

William  J  Pruyn 

(58) 

340 

3 

— 

— 

343 

29 

3 

Boston,  Mass 

F 

163 

Eastman  Kodak 

Walter  A  Fallon 

(63) 

682 

6 

25 

— 

714 

39 

9 

Schenectady,  NY 

Prod' 

170 

Eaton 

E  Mandell  de  Windt 

(60) 

563 

25 

6 

108 

702 

39 

11 

Grt  Barrington,  Mass 

Opei 

367 

Jack  Eckerd 

Stewart  Turley 

(46) 

339 

14 

106 

460 

14 

6 

Mt  Sterling,  Ky 

Admimsi 

21 

EG&G 

Bernard  J  O'Keefe 

(61) 

445 

21 

1,646 

2,111 

33 

16 

Providence,  RI 

Tec 

462 

El  Paso 

Travis  H  Petty 

(60) 

360 

26 

3 

389 

35 

2 

Clarksville,  Tex 

Adminisi 

105 

Emerson  Electric 

Charles  F  Knight 

(45) 

754 

28 

80 

— 

861 

8 

7 

Lake  Forest,  111 

Admimsi 

302 

Emhart 

T  Mitchell  Ford 

(60) 

485 

6 

37 

528 

22 

11 

Albany,  NY 

15 

Energy  Reserves  Gp 

Richard  W  Volk 

(45) 

184 

7 

24 

2,123 

2,337 

8 

8 

Denver,  Colo 

Tec 

5 

Engelhard  Minerals 

Milton  F  Rosenthal 

(67) 

1,825 

477 

1,699 

4,000 

16 

16 

New  York,  NY 

Admims 

235 

ENSERCH 

William  C  McCord 

(53) 

400 

17 

41 

141 

599 

32 . 

10 

San  Antonio,  Tex 

Tec 

234 

Entex 

Jackson  C  Hinds 

(59) 

208 

8 

6 

378 

599 

12 

9 

Brownsville,  Tex 

747 

Equimark 

William  E  Bierer 

(51) 

178 

7 

185 

12 

2 

Uniontown,  Pa 

B 

805 

Equitable  Bancorp 

Owen  Daly  II 

(56) 

124 

2 

126 

16 

6 

Denver,  Colo 

B 

■For  FORBES  definitions  and  methodology  see  page  114.  ''Succeeded  by  Gary  L.  Roubos,  1/1/81. 

^Succeeded  by  Edward  G  Jefferson,  5/1/81. 
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WHO  GETS  THE  MOST  PAY 


Compensation  ($000) 


Contin-  Stock 


Years  served 
With  As~ 


Business 


Company 

Chief  executive  (age) 

bonus1 

Benefits' 

gent1 

gains1 

Total 

CO. 

Place  of  birth 

background 

Equitable  of  Iowa 

Kenneth  R  Austin 

(61) 

135 

1 

— 

— 

136 

33 

11 

Keosauqua,  Iowa 

Administration 

Esmark 

Donald  P  Kelly 

(59) 

1,647 

314 

9 

— 

1,970 

27 

3 

Chicago,  111 

Finance 

Ethyl 

Floyd  D  Gottwald  |r 

(58) 

383 

22 

— 

404 

38 

11 

Richmond,  Va 

Administration 

Evans  Products 

Monford  A  Orloff 

(67) 

JO 

O  X 
Zo 

1  c 

Omaha,  Neb 

Legal 

Edward  j  Giblin 

(63) 

A  3  £ 

1  nn 
IUU 

LL 

J  DO 

0  7 

Z  / 

O 

y 

[New  York,  IN  Y 

Finance 

Exxon 

Clifton  C  Garvin  Jr 

(59) 

1,043 

61 

228 

2,016 

3,348 

34 

5 

Portsmouth,  Va 

Technical 

Faiichild  Industries 

Edward  G  Uhl 

(63) 

510 

44 

— 

1,021 

1,575 

20 

20 

Elizabeth,  NJ 

Administration 

Farmers  Group 

Richard  G  Lindsley 

(59) 

281 

— 

— 

— 

281 

30 

2 

Minneapolis,  Minn 

Insurance 

Fed-Mart 

Jan  W  Heydorn 

(47) 

1 
1 

1 
1 

Germany 

Administration 

Federal  Express 

Frederick  W  Smith 

(36) 

284 

9 

L 

zvo 

IU 

1  n 
1U 

Marks,  Miss 

rounder 

Fedl  Natl  Mortgage 

"A  Oakley  Hunter 

(65) 

196 

18 

45 

— 

259 

11 

11 

Los  Angeles,  Cal 

Legal 

Federated  Dept  Stores 

20Ralph  Lazarus 

(67) 

469 

45 

157 

— 

671 

46 

13 

Columbus,  Ohio 

Administration 

Felmont  Oil 

Hadley  Case 

(72) 

93 

3 

— 

96 

30 

29 

New  York,  NY 

Technical 

r>i  i  1  *■  1  cnr 
r  1  U  v  1  V.  U  I 

Raymond  J  Dempsey 

(46) 

0  AO 

1  u 
1  0 

347 

9 

Z 

Vnnl/prc  MV 

i  onKers,  in  1 

Banking 

Fidelity  Financial 

Adolph  C  Meyer  Jr 

(56) 

ZUo 

1  c 

JLtAi 

1  Q 

IZ 

UaKiana,  i_al 

Sales 

Fidelity  Union  Bncp 

Peter  Cartmell 

(60) 

202 

I 

13 

— 

216 

35 

1 

Scotland 

Banking 

Fin  Cp  Santa  Barbara 

David  L  Tilton 

(54) 

156 

2 

— 

— 

158 

29 

15 

Santa  Barbara,  Cal 

Finance 

Fin  Corp  of  America 

Charles  W  Knapp 

(47) 

315 

19 

— 

334 

8 

6 

Honolulu,  Haw 

Finance 

Financial  Federation 

Edward  L  Johnson 

(71) 

1  Oo 

i 

101 

0  1 

z  1 

0 1 
z  1 

Chicago,  111 

Finance 

P i n 'i n ^ i 'j I  l^tin&mi 
riC.IIILldi  vrCIlCldl 

J  William  Middendorf  II 

(56) 

1  Zj 

J 

129 

A 

A 
■» 

Baltimore,  Md 

Finance 

Firestone 

John  J  Nevin 

(54) 

374 

— 

2 

— 

377 

1 

1 

Jersey  City,  NJ 

Marketing 

First  Alabama  Bshs 

Frank  A  Plummer 

(69) 

206 

27 

— 

— 

234 

16 

10 

Richland,  NY 

Finance 

First  American 

Kenneth  L  Roberts 

(48) 

208 

2 

29 

— 

240 

5 

4 

Dungannon,  Va 

Banking 

nisi  /vuitriiidii  odiiK 

James  H  Duncan 

(56) 

208 

j  1 

1 1 
1 1 

Madison,  Wise 

Banking 

Pi  ret  &  /W  prrnantc 
i  iiai  cv  .  *  1 1 1   1 1  j  1 1 1  ^ 

C  Coleman  McGehee 

(56) 

214 

12 

225 

7 

Franklin,  Va 

Banking 

First  Atlanta 

Thomas  R  Williams 

(52) 

300 

19 

29 

78 

426 

8 

5 

Atlanta,  Ga 

Banking 

First  Bank  System 

Donald  R  Grangaard 

(62) 

371 

— 

— 

— 

371 

42 

12 

Rothsay,  Minn 

Administration 

First  Boston 

George  L  Shinn 

(58) 

525 

— 

338 

— 

863 

6 

6 

Newark,  Ohio 

Administration 

First  Charter  Finl 

S  Mark  Taper 

(79) 

00  Q 
ZZo 

—  .1  j 

OA 
ZO 

OA 
ZO 

England 

Founder 

f"i^c#r  f   hi r*i crr\ 
ill  M  \—Ilit.dgU 

Barry  F  Sullivan 

(50) 

00 

558 

1 
1 

1 
X 

DIOIIA,  IN  I 

Banking 

First  City  Bancorp 

James  A  Elkins  Jr 

(62) 

398 

14 

87 

— 

500 

39 

18 

Galveston,  Tex 

Banking 

First  Empire  State 

Claude  F  Shuchter 

(58) 

151 

— 

— 

— 

151 

22 

4 

Chicago,  111 

Banking 

First  Florida  Banks 

Chester  H  Ferguson 

(72) 

321 

— 

3 

9 

9 

Americus,  Ga 

Legal 

First  Hawaiian 

John  D  Bellinger 

(58) 

0  1f\ 

ZoU 

0  1 

1  no 
1UZ 

^5 

1Q 
07 

1  1 

Honolulu,  Haw 

Banking 

Firct  I -it  1  Relic 
ni>t  lull!  i>siis 

Elvis  L  Mason 

(47) 

00 

JO 

664 

7 

J 
1 

Vivian,  La 

Banking 

First  Interstate22 

Joseph  J  Pinola 

(56) 

422 

6 

65 

104 

597 

5 

3 

Pittston,  Pa 

Banking 

First  Kentucky  Natl 

A  Stevens  Miles 

(51) 

219 

8 

— 

— 

227 

27 

6 

Louisville,  Ky 

Banking 

First  Maryland  Bncp 

J  Owen  Cole 

(52) 

210 

2 

— 

— 

212 

24 

7  - 

Rutherfordton,  NC 

Administration 

First  Mississippi 

J  Kelley  Williams 

(47) 

Zoo 

OO 

1  A 

1  4 

Q 

Bentonia,  Miss 

Technical 

F»fcf  Mat!  Rnnt'nrn 
ill  M     \<JI  J  DdllCUip 

Theodore  D  Brown 

(59) 

1  oZ 

I 

206 

1  1 
1  1 

A 
*t 

Denver,  Colo 

Banking 

First  Natl  Boston 

Richard  D  Mill 

(61) 

331 

32 

75 

— 

438 

35 

9 

Salern,  Mass 

Banking 

First  Natl  Charter 

Gordon  E  Wells 

;53) 

205 

5 

— 

— 

210 

29 

4 

Hamburg,  Iowa 

Banking 

First  National  Cine 

William  N  Liggett 

;64) 

210 

— 

— 

— 

210 

33 

10 

Ripley,  Ohio 

Finance 

First  Natl  State  Bcp 

Robert  R  Ferguson  Jr 

(57) 

218 

218 

31 

8 

Savannah,  Ga 

Banking 

First  Natl  Supermkts 

Richard  J  Bogomolny 

46) 

197 

2 

199 

8 

6 

Cleveland,  Ohio 

Administration 

First  Oklahoma  Bncp 

"Charles  A  Vose 

(80) 

113 

7 

120 

60 

22 

Clinton,  Iowa 

Finance 

First  Pennsylvania 

George  A  Butler 

53) 

208 

9 

216 

31 

1 

Westmont,  NJ 

Banking 

First  Security 

George  S  Eccles 

81) 

256 

25 

282 

59 

35 

Baker,  Ore 

Founder 

First  Tennessee  Natl 

Ronald  A  Terry 

50) 

251 

15 

266 

24 

7 

Memphis,  Term 

Banking 

First  Union  Bancorp 

Clarence  C  Barksdale 

49) 

340 

8 

4 

352 

22 

3 

St  Louis,  Mo 

Banking 

First  Union 

C  Clifford  Cameron 

61) 

274 

22 

75 

371 

17 

14 

Meridian,  Miss 

Banking 

ry  annualized. 

FORBES  definitions  and  methodology  see  page  114. 
ot  available. 


19Succeeded  by  David  O.  Maxwell,  5/21/81. 
Succeeded  by  Howard  Goldfeder,  2/1/81. 
2 'Director's  fees  only;  excludes  fees  paid  to  law  firm 

of  which  Mr.  Ferguson  is  a  partner 
"Formerly  Western  Bancorp. 
"Succeeded  by  Charles  A.  Vose  Jr.,  1/20/81 
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WHO  GETS  THE  MOST  PAY 


Compensation  ($000) 


Years  served 


Rank 


Company 


Salary  &  Contin-    Stock  With 

Chief  executive  (age)  bonus'    Benefits'    gent1     gains'     Total  co. 


As 
CEO 


Place  of  birth 


586 

First  United  Bancorp 

Paul  W  Mason 

(60) 

281 

1  1 
1  I 

Z.  /  £. 

1  O 

1  V 

1  1 
1  I 

Wichita,  Kan 

na 

715 

First  Wisconsin 

Ha!  C  Kuehl 

(58) 

199 

9 

208 

33 

3 

Davenport,  Iowa 

Ba 

554 

Fisher  Foods 

24Dominick  DiMatteo  Jr 

(63) 

310 

4 

314 

56 

6 

Chicago,  111 

Ret 

683 

Flagship  Banks 

Philip  F  Searle 

(56) 

180 

22 

20 

222 

6 

6 

Kansas  City,  Mo 

Bai 

486 

Fleming  Companies 

Richard  D  Harrison 

(58) 

317 

14 

40 

371 

27 

15 

Salt  Lake  City,  Utah 

463 

Flickinger 

"Robert  F  Norris 

(59) 

333 

OO 

JO" 

8 

0 

Mullinville,  Kan 

Admmist 

816 

Florida  Natl  Banks 

"Richard  E  Ehlis 

(64) 

73 

2 

75 

40 

1 

Lancaster,  Ohio 

Ba 

753 

Florida  Power 

Andrew  H  Hines  Jr 

(58) 

169 

12 

181 

29 

8 

Lake  City,  Fla 

Tec! 

368 

Florida  Power  &  Lt 

Marshall  McDonald 

(63) 

260 

14 

185 

459 

9 

9 

Memphis,  Term 

Fu 

72 

Fluor 

)  Robert  Fluor 

(59) 

771 

16 

210 

997 

35 

13 

Santa  Ana,  Cal 

Fu 

355 

FMC 

Robert  H  Malott 

(54) 

464 

t  Z 

A7  A 

zo 

o 

Boston,  Mass 

Operi 

497 

Food  Fair 

Grant  C  Gentry 

(57) 

360 

360 

2 

2 

Chicago,  111 

426 

Ford  Motor 

Philip  Caldwell 

(61) 

400 

7 

10 

417 

28 

1 

Bourneville,  Ohio 

Administ 

311 

Foremost-McKesson 

Thomas  E  Drohan 

(53) 

408 

2 

18 

93 

520 

19 

3 

Newton,  Mass 

Opei) 

496 

Fort  Howard  Paper 

Paul  I  Schierl 

(46) 

267 

39 

16 

39 

360 

17 

6 

Neenah,  Wise 

ibl 

Foster  Wheeler 

Frank  A  Lee 

1  C  "71 

(57) 

268 

(12 

yo 

104 

O  1 
Z  1 

1U 

Greenville,  Pa 

Tec 

638 

Foxboro 

Earle  W  Pitt 

(58) 

247 

11 

258 

33 

8 

New  York,  NY 

112 

Freeport  Minerals 

Paul  W  Douglas 

(54) 

540 

17 

288 

846 

28 

5 

Springfield,  Mass 

Manl 

402 

Fruehauf 

Robert  D  Rowan 

(59) 

426 

26 

-16 

436 

25 

7 

Holland,  Mich 

F  1 

122 

Fuqua  Industries 

John  B  Fuqua 

(63) 

805 

18 

823 

15 

15 

Prince  Edw  Cnty,  Va 

Fil 

4U 

Gannett 

Allen  M  Neunartn 

(57) 

521 

40 

83 

670 

1 8 

8 

tureka,  SU 

lourl 

407 

GATX 

fames  J  Glasser 

(47) 

387 

2 

44 

433 

19 

2 

Chicago,  111 

582 

Gearhart  Industries 

Marvin  Gearhart 

(54) 

252 

12 

29 

294 

26 

6 

Erie,  Kan 

1 

14 

GEICO 

John  I  Byrne 

(48) 

783 

81 

113 

1,397 

2,374 

5 

5 

Paterson,  N[ 

Insil 

267 

Gelco 

N  Bud  Grossman 

(60) 

291 

11 

105 

152 

560 

24 

24 

Minneapolis,  Minn 

r  1 

ACM 
0V4 

General  American  Oil 

William  P  Barnes 

(61) 

1 88 

28 

■7  1  A 
,_ 10 

28 

•i 

Marlin,  Tex 

9 

General  Dynamics 

David  S  Lewis 

(63) 

455 

9 

2,557 

3,021 

10 

10 

N  Augusta,  SC 

Adminisl 

44 

General  Electric 

"Reginald  H  Jones 

(63) 

1,000 

52 

151 

1,203 

41 

8 

England 

Opel 

150 

General  Foods 

James  L  Ferguson 

(55) 

485 

9 

250 

743 

18 

7 

Evanston,  111 

Mai 

319 

General  Instrument 

Frank  G  Hickey 

(53) 

506 

8 

513 

16 

6 

Stevens  Pt,  Wise 

Mai 

181 

(general  ivlills 

"E  Robert  Kinney 

|04  J 

J4U 

Oo 

OA 

674 

1 A 

D 

Bumham,  Me 

Adrnini^B 

418 

General  Motors 

"Thomas  A  Murphy 

(65) 

400 

22 

422 

43 

6 

Homell,  NY 

il 

675 

General  Public  Utils 

William  G  Kuhns 

(59) 

230 

1 

231 

25 

14 

Milwaukee,  Wise 

il 

229 

General  Re 

Harold  J  Hudson  Jr 

(57| 

418 

5 

184 

606 

25 

10 

Kansas  City,  Mo 

265 

General  Signal 

Nathan  R  Owen 

(62) 

545 

16 

561 

20 

19 

Burnt  Hills,  NY 

Tel 

201 

General  Tel  &  Elec 

Theodore  F  Brophy 

(58) 

627 

17 

644 

23 

5 

New  York,  NY 

533 

Genl  Tire  &  Rubber 

Michael  G  O'Neil 

(59) 

321 

8 

4 

333 

35 

21 

Akron,  Ohio 

AdminrB 

640 

Genuine  Parts 

Wilton  D  Looney 

(62) 

246 

12 

258 

42 

19 

Vanna,  Ga 

Opel 

452 

Georgia-Pacific 

Robert  E  Flowerree 

(60) 

344 

18 

35 

397 

29 

4 

New  Orleans,  La 

Opel 

95 

Geosource 

John  D  Piatt 

(50) 

360 

1 

519 

880 

2 

2 

Kingston,  Pa 

Tel 

318 
546 
730 
384 
558 


Getty  Oil 
Giant  Food 
Gibraltar  Financial 
Gillette 
Girard 


Sidney  R  Petersen 
Israel  Cohen 
Herbert  J  Young 
Colman  M  Mockler  Jr 
William  B  Eagleson  Jr 


50) 
68| 
49) 
51) 

55) 


476 
309 
201 
402 

285 


37 
6 


44 
24 


513 
321 
201 
449 
309 


26 
45 
28 
23 
29 


3 
12 

6 
6 


Oakland,  Cal 
Israel 

Los  Angeles,  Cal 
St  Louis,  Mo 
Philadelphia,  Pa 


II 

Adminill 


26 
485 
704 
455 
117 
279 


GK  Technologies 
Global  Marine 
Golden  West  Finl 
B  F  Goodrich 
Goodyear 
Gould 


Robert  P  Jensen 
C  Russell  Luigs 
'"Herbert  M  Sandler 
John  D  Ong 
Charles  J  Pilliod  Jr 
William  T  Ylvisaker 


55)  1,636 
48)  348 


49) 
47) 
62) 

57) 


212 

372 
759 
478 


115 

25 

7 
42 


100  — 


16 

77 
31 


1,851  8  8  Chicago,  111 

373  4  4  Evansville,  Ind 

212  17  17  New  York,  NY 

395  20  1  Ulrichsville,  Ohio 

835  40  7  Cuyahoga  Falls,  Ohio 

551  13  13  St  Paul,  Minn 


Adminil 


'For  FORBES  definitions  and  methodology  see  page  114. 


"Shares  "Off  ice  of  the  President"  with  R  G  Everett  &  C.  Fazio. 
"Succeeded  by  Jerry  D.  Metcalf,  2/11/81. 
"Succeeded  by  George  C.  Whitner  Jr.,  2/21/81. 
"Succeeded  by  John  F.  Welch  Jr.,  4/1/81. 
'"Succeeded  by  H  Brewster  Atwater  Jr.,  4/1/81. 
"Succeeded  by  Robert  B.  Smith,  1/1/81. 
'"Office  jointly  held  with  Marion  O  Sandler 
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MORTGAGE-BACKED  SECURITIES: 
COMPLEX,VOLATILE,  BURGEONING 
AND  HIGHLY  PROFITABLE. 


Creative  thinking  leads  to  the  mobilization 
of  capital  to  serve  First  Bostons  customers. 
By  Laurence  Fink 

During  the  past  ten  years,  mortgage- 
backed  securities  have  been  the  most 
explosive  marketplace  in  the  industry.  In 
1970,  the  typical  buyers  were  thrift  insti- 
tutions. Due  to  increased  product 
knowledge,  large  supply,  liquidity  and 
value  relative  to  other  fixed-income 
securities,  new  investors  entered  the 
market.  Today,  there  is  no  typical  buyer. 
Bank  trust  departments,  life  insurance 
companies,  investment  advisors  and 
state  funds,  as  well  as  thrift  institutions, 
are  attracted  to  mortgage-backed 
securities. 

"What  makes  dealing  in  pass-throughs 
so  different  is  that  you  are  trading  hoth 
in  a  forward  and  futures  market." 

The  mortgage-backed  securities 
market  consists  primarily  of  three  types 
of  pass-through  securities— so-named 
because  the  monthly  principal  and  inter- 
est payments  are  passed  along  to  the 
holders  of  the  security.  These  are  Gov- 
ernment National  Mortgage  Association 
pass-throughs  (GNMA),  Federal  Home 
Loan  Mortgage  Corporation  Participa- 
tion Certificates  (FHLMC-PC)  and 
privately-issued,  conventionally-backed 
pass-throughs. 

What  makes  dealing  in  pass- 
throughs  so  different  is  that  one  is  trad- 
ing both  in  a  forward  and  futures  market. 
The  development  of  a  forward  market  is 
due  to  the  nature  of  the  housing  indus- 
try. A  mortgage  banker  must  commit  an 
interest  rate  six  months  or  more  in 
advance  to  finance  a  housing  develop- 
ment's construction  and  selling  period. 
Thus,  instead  of  trading  for  next-day 
delivery,  like  government  securities,  or 
five-business-days  delivery,  like  corpo- 
rate securities,  mortgage-backed  securi- 
ties can  trade  for  delivery  as  far  out  as 
six  months  or  more. 

Trading  forward  delivery  and  the 
interplay  between  forward  markets  and 
the  futures  market  allow  the  trading 
desk  to  readily  arbitrage  its  positions. 
Having  the  ability  to  arbitrage  coupon 
to  coupon,  delivery  month  to  delivery 
month  and  forward  to  futures  has 
allowed  us  to  bid  for  or  offer  large  blocks 
of  securities.  A  good  example  of  First 
Boston's  ability  to  arbitrage  the  GNMA 
positions  and  respond  to  our  customers' 
inquiries  was  when  we  were  asked  with 
three  other  dealers  to  bid  competitively 
on  130  million  of  GNMA  discount  securi- 
ties. First  Boston  purchased  100  million. 
Due  to  market  volatility  and  uncertainty 
it  was  determined  that  we  reduce  our 

Larry  Fink  is  Vice  President  and  Manager  of 
the  Mortgage-hacked  Trading  Desk  at  our 
New  York  headquarters:  20  Exchange  Place, 
New  York,  N.  Y.  10005.  Phone:  (212)  825-5790. 


market  exposure  through  sales  in  other 
GNMA  discounts  and  through  sales  in 
the  futures  market.  We  were  able  to  suc- 
cessfully arbitrage  our  entire  position, 
and  reduce  our  market  exposure. 

"The  ability  to  arbitrage  different 
things  in  different  ways  is  virtually 
unlimited." 

Another  dimension  in  trading  mort- 
gage-backed securities  is  the  speed  of 
prepayment  of  principal  for  individual 
GNMA  pools  or  FHLMC-PC  groups. 
Although  the  standard  in  quoting  mort- 
gage-backed securities  is  the  assumption 
of  a  12-year  average  life,  our  research 
has  determined  that  each  GNMA  pool 
or  FHLMC-PC  group  has  its  own  prepay- 
ment experience.  We  have  seen  specific 
GNMA  pools  prepay  from  a  rate  of  an 
8-year  average  life  to  rates  greater  than 
the  12-year  average  life  assumption.  To 
properly  evaluate  GNMAs  or  FHLMC- 
PCs,  each  pool  or  group  must  be  analyzed 
on  an  individual  basis.  At  First  Boston, 
we  have  computer  programs  (which  can 
assist  our  customers  in  their  portfolio 
holding  of  mortgage-backed  securities) 
to  determine  prepayment  experience, 
rates  of  return  and  consistency  of  pre- 
payment. 

Ultimately,  transacting  trades  prof- 
itably and  professionally  in  this  complex 
area  necessitates  a  combination  of  man- 
agerial, research,  operations  and  sales 
support  such  as  First  Boston's.  With  our 
trading  expertise  and  with  the  ability  to 
take  advantage  of  the  arbitraging  char- 
acteristics of  mortgage-backed  securities, 
customers  can  get  liquidity  and  execu- 
tion at  any  time  or  in  any  market. 

The  mortgage  market  is  undergoing 
massive  changes,  including  the  develop- 
ment of  wrap-around  mortgages, 
variable-rate  mortgages  and  shared- 
appreciation  mortgages.  These  will  find 
their  way  into  the  mortgage-backed 
securities  market.  Furthermore,  the 
CBOE  has  been  approved  to  include 
GNMA  options  this  fall,  which  will  add 
another  new  dimension  to  the  market. 

To  meet  these  new  challenges  and 
to  continue  to  be  a  leader  in  mortgage- 
backed  securities.  First  Boston  will  con- 
tinue to  commit  our  capabilities  and 
resources  to  enhance  our  customers' 
knowledge,  expertise  and  profits. 

©First  Boston 

Investment  Bankers 


WHO  GETS  THE  MOST  PAY 


Compensation  ($000)  Years  served 


Salary  & 

Contin- 

Stock 

With 

As 

Bus 

Rank 

Company 

Chief  executive  lage) 

bonus1 

Benefits' 

gent  1 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

hackgl 

S3 

W  K  lirace 

|  Peter  Grace 

|Oo; 

O  f  O 

7  i 
/  1 

1  114 

44 

K 

ivi an na ssct ,  NY 

rl 

552 

W  W  Grainger 

David  W  Grainger 

(53) 

7  77 

7 

17 

Of 

316 

^  j 

7 

Chicago,  111 

Administl 

171 

Great  Atl  &  Pac  Tea 

James  Wood 

(51) 

700 

700 

1 

1 

England 

Ret! 

520 

Gt  Northern  Nekoosa 

Robert  Hellendale 

(63) 

317 



7 

16 

341 

27 

2 

New  York,  NY 

382 

Gt  Western  Financial 

lames  F  Montgomery 

(46) 

280 

3 

8 

158 

450 

5 

2 

Topeka,  Kan 

Fi 

ion 

Greyhound 

1  2  j>r"i  1 H  1-1  Trail  t  m  ^  n 

(68) 

A  Xl\ 

C 

1  1  X 

548 

35 

j  ^ 

1  etoskey,  Mien 

478 

Grumman 

John  C  Bierwirth 

(57) 

ol  J 

C 
D 

11 
zz 

xx 

375 

a 

o 

Lawrence,  NY 

rl 

155 

Cult  &  Western  Inds 

Charles  G  Bluhdorn 

(54) 

716 

7 

10 

733 

25 

25 

Austria 

Ft 

47 

Gulf  Oil 

Jerry  McAfee 

(64) 

742 

14 

40 

364 

1,160 

36 

5 

Port  Arthur,  Tex 

Oper] 

630 

Gulf  States  Utils 

W  Donham  Crawford 

(58) 

242 

10 

12 

— 

264 

3 

3 

Little  Rock,  Ark 

Administl 

F  f  .nnt  Fittt 
E.  V  i  1  il  II I  FlllS 

(651 

DDU 

AC 

43 

1  Azl 
1  04 

DUD 

1  064 

I  X 

I  o 

1  o 

/viontevalN),  Ala 

7ft 

Halliburton 

John  P  Harbin 

(63) 

onA 
zuo 

1  74 

1  003 

XI 

oz 

Q 

Waxahachie,  Tex 

Fi 
■I 

538 

Hammermill  Paper 

Albert  F  Duval 

(60) 

311 

ii 

8 

330 

21 

10 

Holyoke,  Mass 

Mar 

559 

Harris  Bankcorp 

Charles  M  Bliss 

(59) 

285 

23 

— 

308 

37 

3 

Evanston,  111 

B.ii 

35 

Harris  Corp 

Joseph  A  Boyd 

(60) 

521 

- 

521 

439 

1,481 

19 

3 

Oscar,  Ky 

Tecl 

AXA 
4.34 

Harsco 

I*i»frri'%:  1  Riiriliti' 

jcnicy  i  rjuiugi 

(591 

lOX 

ZVo 

4 

i  nA 

o 

409 

1  7 

Z  / 

4 

England 

El 
rl 

OUo 

rianioru  i«an 

Robert  L  Newell 

(58) 

1  XD 
ZoU 

Q 

y 

ill 

4  1 

280 

35 

D 

Hartford,  Conn 

R<J 
□3 

134 

H  J  Heinz 

Anthony  J  F  O'Reilly 

(45) 

576 

10 

208 

794 

12 

l 

Ireland 

562 

Walter  E  Heller  Intl 

Franklin  A  Cole 

(55) 

300 

5 

— 

305 

18 

10 

Park  Falls,  Wise 

760 

Helmerich  &  Payne 

Walter  H  Helmerich  III 

(58) 

161 

8 

6 

— 

175 

32 

20 

Tulsa,  Okla 

Administl 

232 

Hercules 

rticxdimcl  r  vildlin 

(61 ) 

jZj 

23 

38 

1 4 

601 

39 

Ital  v 

Hershey  Foods 

William  E  C  Dearden 

(58) 

>3UU 

397 

23 

i  nuaueipnia,  i  a 

189 

Heublein 

Hicks  B  Waldron 

(57) 

581 

3 

78 

662 

8 

1 

Amsterdam,  NY 

Tec) 

366 

Hewlett-Packard 

John  A  Young 

(49) 

402 

1 

60 

— 

462 

22 

3 

Nampa,  Ida 

Tec) 

420 

Hilton  Hotels 

Barron  Hilton 

(53) 

410 

11 

— 

— 

421 

26 

15 

Dallas,  Tex 

Admimst| 

236 

Holiday  Inns 

i\u  y  c  » *  1 1 ictdd iui i c  i 

1601 

i)Oi 

Q 
O 

007 

598 

7 

7 
Z 

• 

Springiielo,  Mo 

Au  m  mist! 

Ul>  1 

Homestake  Mining 

Hairy  M  Conger 

(50) 

1  X 1 
Zo  1 

0 

241 

b 

7 
L 

C"i>  1**ln  \A7ncll 

otatiic,  wasn 

Tnr 

l  cc. 

50 

Honeywell 

Edson  W  Spencer 

(55) 

595 

548 

1,143 

26 

6 

Chicago,  111 

457 

George  A  Hormel 

Ira  J  Holton 

(61) 

393 

l 

— 

394 

34 

9 

Cedar  Rapids,  Iowa 

445 

Hospital  Corp  of  Am 

Donald  S  MacNaughton 

(63) 

400 

2 

— 

— 

402 

2 

2 

Schenectady,  NY 

Insii 

709 

. 

Hospital  1  rust 

\-l  t  •  ti  r  i    *s  VV  (uiilhriiliii'  Ir 
11  till  y    •    TT  UMUUIIUct!  |  I 

(521 

i  no 
zuv 

1 
1 

210 

ZO 

O 

Boston,  Mass 

rl 

140 

Household  Finance 

Gilbert  R  Ellis 

(65) 

71 A 
1  Z4 

A  7 
4  / 

771 

JA 
40 

Q 
O 

Powersville,  Mo 

Opcrj 

635 

Houston  Industries 

Don  D  Jordan 

(49) 

238 

20 

2 

260 

24 

4 

Corpus  Christi,  Tex 

446 

Houston  Natural  Gas 

Robert  R  Herring 

(60| 

'391 

11 

— 

402 

23 

13 

Childress,  Tex 

Teci 

114 

Houston  Oil  &  Min 

F  Fox  Benton  Jr 

(42) 

297 

— 

34 

510 

841 

14 

2 

Houston,  Tex 

Fi 

12 

nugncs  l  uui 

1  -]  IT!  ( 1 1.    D    I  t '  L  ( '  1 1 

IdlllCS  i\  1  '.MM 

KOI 

A  1  Q 

HQ 

/I  Z 

Z,U.7o 

XA 
o4 

I 

Apache,  Okla 

Administ} 

284 

l-f  it  m  -i  n  'i 

n  mild  c  ia 

David  A  Jones 

(49) 

DUD 

xr\ 

i  n 

1  U 

545 

1  9 

1  0 

Louisville,  Ky 

584 

Huntington  Bshs 

"Arthur  D  Herrmann 

(54) 

271 

21 

293 

30 

5 

Louisville,  Ky 

138 

E  F  Hutton  Group 

Robert  M  Fomon 

(56) 

760 

3 

23 

786 

30 

10 

Chicago,  111 

lnvea 

120 

IC  Industries 

William  B  Johnson 

(62) 

626 

21 

186 

— 

832 

15 

15 

Salisbury,  Md 

731 

lil  ihn  Firct  V  itl  RL 
luaiiu  nrsi  lxdii  r»K 

Thomas  C  Frye 

(62) 

ZUU 

ZUU 

4.i 

1 1 

Ontario,  Ore 

Da 

494 

l(lt"li    Rlilf1    I  11  (Ik. 

John  A  Love 

(64) 

11  ^ 
LLD 

o 

i  i  l 

lO  1 

362 

7 

O 

flrnn  f  m,  Til 

kjioson  v„ity,  in 

746 

Illinois  Power 

Wendell  J  Kelley 

(55) 

1  fO 

A 

4 

7 

1 

i  a/. 

3  1 
D  I 

J  4 

Champaign,  111 

Tor 
i  cL 

650 

Imperial  Corp  of  Am 

E  Michael  Lallinger 

(65) 

253 

253 

24 

l 

St.  Louis,  Mo 

Ba 

96 

INA 

Ralph  S  Saul 

(59) 

541 

50 

180 

109 

879 

6 

6 

Brooklyn,  NY 

621 

Indiana  National 

"Thomas  W  Binford 

(57) 

210 

2 

60 

271 

5 

5 

Indianapolis,  Ind 

Administ 

795 

Indianapolis  Pwr  &  Lt 

Zane  G  Todd 

(57) 

133 

3 

137 

30 

5 

Hanson,  Ky 

Open 

537 

Industrial  National 

John  J  Cummings  Jr 

(58) 

294 

6 

32 

331 

34  ' 

10 

Providence,  RI 

Fi 

691 

Indust  Valley  Bank 

Joseph  A  Gallagher 

(53) 

211 

2 

3 

216 

22 

1 

Philadelphia,  Pa 

Bi 

796 

Inexco  Oil 

Erving  Wolf 

(55) 

137 

137 

13 

13 

Kimball,  Neb 

H 

78 

Ingersoll-Rand 

"William  L  Wearly 

(65) 

796 

43 

35 

84 

957 

18 

13 

Warren,  Ind 

'For  FORBES  definitions  and  methodology  see  page  1 14.  -1  "Succeeded  by  Michael  I).  Rose,  5/1/81. 

"Succeeded  by  Frank  Wobst,  2/26/81. 
"Succeeded  by  Thomas  M.  Miller.  4/29/81 
'■•Succeeded  by  Thomas  A  Holmes,  1/1/81. 
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JMMUNICATIONS 
/STEM 
EADY  FOR 


flE  INFORMATION 
ENTURY? 


Your  business  is  now  entering  the 
Information  Century  where  voice 
telephone  systems  will  carry  facsimile,  . 
electronic  mail,  real-time  financial 
transactions  and  data  communications. 
General  Dynamics  Communications 
Company  will  help  you  get  ready. 

As  the  nation's  leading  architect 
of  business  telephone  networks  we've 
designed  and  installed  responsive, 
forward-looking  systems  for  some  of 
the  largest  users.  We  will  conduct  a 
comprehensive  survey  and  examine 
every  option.  The  equipment  we 
recommend  will  be  perfectly  matched  to 
the  growing  needs  of  your  business. 

In  high  traffic  environments,  for 
example,  our  System  Century  Infotran  . 
digital  branch  exchange  can  handle  peak 
calling  loads  while  maintaining  special 
services  and  advanced  features  for 
every  user  in  the  network. 

Get  your  company  ready  for  the 
Information  Century.  Talk  to  General 
Dynamics  Communications  Company. 

Call  toll  free:  800-821-7700  Ext.  337 

(In  Missouri  call  800-892-7655  Ext.  337) 

Or  write  our  headquarters: 

12101  Woodcrest  Executive  Drive 

St.  Louis,  Missouri  63141 

general.  nvM/viwiir-e; 


Communications  Company 

We'll  make  your 
business  telephones 
pay  dividends. 


CATtdNS 


HP  -ym 


We've 
seem  short* 


The  first  trans-Pacific  run  by  any  Asian  airline 
was  by  Philippine  Airlines  way  back  in  1946,  when 
it  took  days  to  hop  the  8,000  miles  between  San 
Francisco  and  Manila. 

Today  we  fly  daily  between  San  Francisco  and 
the  Philippines  in  just  a  matter  of  hours.  And  we  also 
offer  new  direct  service  from  Los  Angeles  3  nights  a 
week.  From  Manila  we  can  connect  you  with  all  the 
close-by  Orient  and  most  of  the  business  centers 
of  the  rest  of  the  world. 

We've  had  35  years  to  refine  the  art  of  making 
a  long  business  trip  not  seem  like  a  long  business  trip. 

Instead  of  just  reclining  chairs,  we  can  offer 
you  "Cloud  Nine"  service  with  a  choice  of  14  full- 
length  beds.  Our  "Skybeds." 

We  can  offer  you  a  new,  modern  wide-body 
fleet.  New  generation  747's  trans-Pacific  and  to 
Europe,  and  DC-10's  throughout  Asia. 

We've  perfected  in-flight  enjoyment  with  the 
latest  theatre/music  system  and  the  lightest, 
most-awarded  French  cuisine  in  the  air  (winner  of 
Chaine  des  Rotisseurs'  gold  medalion). 

Philippine  Airlines. 

When  you  book  us  on  business  to  the  Orient, 
you  get  business  flight  know-how  that  stretches 
back  35  years. 

And  a  tradition  of  natural  Philippine  warmth 
that  stretches  back  1,000  years  further! 


Asia's  first  airline 


rient  business  trips 
ly  other  Asian  airline. 


Amsterdam  Athens  Bahrain  Bangkok  Canton  Frankfurt  Hong  Kong  Honolulu  Jakarta  Karachi  Kota  Kinabalu  Kuala  Lumpur 
London    Los  Angeles    Manila    Melbourne    Peking    Port  Moresby    Rome    San  Francisco    Singapore    Sydney    Taipei  Tokyo 


WHO  GETS  THE  MOST  PAY 


I 

Bu 

e  of  birth  back] 

icago,  111  Prcx 


Compensation  ($000) 

Years  served 

Salary  & 

Contin- 
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With 

As 

Bi 

Rank 

Company 

Chief  executive  (age) 

bonus' 

Benefits' 

gent' 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

back 

396 

Inland  Steel 

Frederick  G  Jaicks 

(62) 

430 

1 1 

441 

o 
y 

Chicago,  111 

Proc 

534 

Intel 

Gordon  E  A^oore 

(52) 

296 

37 

333 

1  L 

o 

San  Francisco,  Cal 

F 

346 

Interco 

William  L  Edwards  Jr 

(62) 

400 

484 

1  1 
1  1 

c 

D 

Pittsburgh,  Pa 

1 

442 

Interlake 

Reynold  C  MacDonald 

(62) 

360 

24 

21 

405 

14 

12 

Billings,  Mont 

Ope 

45 

IBM 

"Frank  T  Cary 

(60) 

871 

303 

— 

1,174 

33 

8 

Gooding,  Ida 

Ma 

523 

Intl  Flavors  &  Frag 

Henry  G  Walter  Jr 

(70) 

331 

8 

339 

1  ft 

lo 

l  ft 

1  o 

New  York,  NY 

37 

Intl  Harvester 

Archie  R  McCardell 

(541 

865 

A  QA 

4(54 

1,414 

O 

o 

Hazel  Park,  Mich 

I 

83 

Intl  Minerals  &  Chem 

Richard  A  Lenon 

(60) 

592 

6b 

7  1  ft 
olo 

945 

IU 

Lansing,  Mich 

i 

336 

Intl  Multifoods 

William  G  Phillips 

(61) 

428 

27 

41 

497 

12 

12 

Cleveland,  Ohio 

152 

International  Paper 

Edwin  A  Gee 

(61) 

590 

82 

70 

742 

3 

1 

Washington,  DC 

tJ 

46 

Intl  Tel  &  Tel 

Rand  V  Araskog 

(50) 

886 

1  OO 

i  zy 

1  SA 

1,170 

1  C 
1  D 

1 
1 

Fergus  Falls,  Minn 

Adminis 

297 

InterNorth 

Sam  F  Segnar 

(53) 

375 

i  ft 
1  o 

y*f 

AS 

532 

on 
zu 

1 
1 

Hope,  Ark 

Te 

529 

Iowa  Beef  Processors 

Robert  L  Peterson 

(48) 

325 

A 

Q 

o 

336 

1  n 

IV 

1 
1 

Hartington,  Neb 

Opd 

291 

Irving  Bank 

Gordon  T  Wallis 

(61) 

538 

538 

40 

10 

Salt  Lake  City,  Utah 

1 

228 

IU  International 

John  Gilray  Christy 

(48) 

563 

38 

— 

7 

608 

9 

1 

Silver  Creek,  NY 

1 

588 

Jefferson-Pilot 

W  Roger  Soles 

(6U) 

290 

L 

292 

~XA 
04- 

lo 

Whiteville,  NC 

Inve 

135 

Jewel  Companies  Weston  R  Christopherson 

(56) 

354 

CO 

0  30 

Zoo 

1  /IT 
14Z 

793 

3H 

oU 

1 
1 

Walum,  ND 

R 

380 

Jim  Walter 

James  W  Walter 

(58) 

419 

o  1 

450 

is 

Oo 

Lewes,  Del 

fj 

353 

Johns-Manville 

John  A  McKinney 

(57) 

437 

15 

25 

476 

29 

4 

Huntsville,  Tex 

119 

Johnson  &  Johnson 

James  E  Burke 

(56) 

579 

135 

120 

— 

833 

28 

4 

Rutland,  Vt 

Maj 

288 

Joy  Manufacturing 

James  W  Wilcock 

(63) 

402 

•3 
O 

yz 

AA 

540 

1  C 
1  J 

1  7 

Dayton,  Ohio 

Mj 

377 

K  mart 

Bernard  M  Fauber 

(58) 

450 

O 
Z 

452 

I 

Botetourt  Cnty,  Va 

R 

251 

Kaiser  Alum  &  Chem 

Cornell  C  Maier 

(56) 

580 

580 

Q 
O 

Herreid,  SD 

Opd 

456 

Kaiser  Steel 

Roland  A  Kjelland 

(56) 

385 

9 

394 

31 

1 

Valley  City,  ND 

1 

98 

Kaneb  Services 

James  R  Whatley 

(55) 

371 

503 



875 

26 

14 

Pittsburg,  Tex 

Admini! 

810 

Kansas  City  Pwr  &  Lt 

Arthur  J  Doyle 

po) 

117 

1 

X 

118 

a 
o 

i 
i 

Boston,  Mass 

358 

Kellogg 

William  E  LaMothe 

(541 

450 

Q 

o 

1  i 

469 

■an 
oU 

z 

Brooklyn,  NY 

Ma 

739 

Kemper 

Joseph  E  Luecke 

(54) 

187 

c 

D 

192 

oo 
zy 

Z 

Philadelphia,  Pa 

In 

31 

Kennecott 

Thomas  D  Barrow 

(56) 

615 

574 

437 

1,626 

2 

2 

San  Antonio,  Tex 

Te 

468 

Kerr-McGee 

Dean  A  McGee 

(77) 

375 

9 



384 

44 

27 

Humboldt,  Kan 

PrrJ 

594 

Key  Banks 

Victor  J  Riley  Jr 

(49) 

268 

1  O 

286 

1  7 

7 

Buffalo,  NY 

125 

Kidde 

Fred  R  Sullivan 

(66) 

739 

82 

821 

1 7 

1 7 

Fort  Wayne,  Ind 

161 

Kimberly-Clark 

Darwin  E  Smith 

(55) 

559 

158 

717 

O  1 

Zo 

y 

Garrett,  Ind 

460 

Knight-Ridder  News 

Alvah  H  Chapman  Jr 

(60) 

388 

4 

391 

21 

5 

Columbus,  Ga 

Admini; 

631 

Koppers 

Fletcher  L  Byrom 

(62) 

250 

7 

6 



263 

33 

13 

Cleveland,  Ohio 

Pro 

241 

Kroger 

Lyle  Everingham 

(55) 

589 

3 

593 

i 

6 

Flint,  Mich 

R 

286 

Lear  Siegler 

Robert  T  Campion 

(60) 

507 

lo 

LA 

544 

O  1 

Zo 

i  n 
1(J 

Minneapolis,  Minn 

403 

Levi  Strauss 

Peter  E  Haas 

(62) 

397 

oy 

436 

1  c 
oo 

c 

San  Francisco,  Cal 

Op< 

654 

Libbey-O  wens-Ford 

Don  T  McKone 

(59| 

250 

251 

32 

2 

Jackson,  Mich 

Adminii 

293 

Liberty  National 

John  W  McLean 

(59) 

173 

7 

40 

318 

538 

13 

13 

Okmulgee,  Okla 

I 

666 

Liberty  Natl  Ins  Hid 

Frank  P  Samford  Jr 

(60) 

201 

1 7 

6 1 

238 

66 

14 

Montgomery,  Ala 

198 

Eli  Lilly 

Richard  D  Wood 

(54) 

499 

105 

45 

648 

31 

8 

Brazil,  Ind 

Ml 

573 

Lincoln  First  Banks 

Alexander  D  Hargrave 

267 

31 

299 

18 

7 

Canandaigua,  NY 

535 

Lincoln  National 

Ian  M  Rolland 

(48) 

304 

L 

LI 

333 

Id 

4 

Ft  Wayne,  Ind 

Ir| 

258 

Litton  Industries 

Charles  B  Thornton 

(67) 

534 

33 

567 

27 

27 

Knox  County,  Tex 

301 

Lockheed 

Roy  A  Anderson 

(60) 

358 

18 

13 

139 

528 

24 

3 

Ripon,  Cal 

392 

Loews 

Laurence  A  Tisch 

(58) 

431 

12 

443 

21 

20 

Brooklyn,  NY 

431 

Lone  Star  Industries 

James  E  Stewart 

(59) 

388 

25 

413 

28 

3 

Minneapolis,  Minn 

Admini 

755 

Long  Island  Lighting 

Charles  R  Pierce 

(59) 

180 

1 

181 

31 

3 

Bar  Harbor,  Me 

256 

Louisiana  Land 

John  G  Phillips 

(58) 

460 

57 

54 

570 

29 

9 

Camden,  Ark 

394 

Louisiana-Pacific 

Harry  A  Merlo 

(56) 

353 

53 

37 

442 

31 

7 

Stirling  City,  Cal 

M; 

'For  FORBES  definitions  and  methodology  see  page  114. 

"Succeeded  by  John  R.  Opel,  1/1/81. 
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WHO  GETS  THE  MOST  PAY 


Compensation  ($000)  Years  served 


Salary  & 

Contin- 

Stock 

With 

As 

Business 

Company 

Chief  executive  (age) 

bonus1 

Benefits1 

gent1 

gains1 

Total 

CO. 

Place  of  birth 

background 

LTV 

W  Paul  Thayer 

(61) 

785 

60 

13 

— 

858 

32 

10 

Henryetta,  Okla 

Sales 

Lubrizol 

Lester  E  Coleman 

(50) 

374 

— 

229 

120 

723 

26 

3 

Akron,  Ohio 

Technical 

Lucky  Stores 

s  Donley  Kitcney 

(47) 

428 

— 

— 

— 

429 

29 

1 

Derry  Township,  Pa 

Operations 

M/A-Com 

Dr  Lawrence  Gould 

(50) 

301 

219 

160 

681 

27 

6 

Boston,  Mass 

Technical 

k  n  iviacy 

Edward  S  Finkelstein 

(56) 

1  /CO 

6ba 

ZD 

4o 

i  i  i 
111 

i 
1 

INew  Kocnelle,  INY 

Retailing 

Mallinckrodt 

36Harold  E  Thayer 

(69) 

406 

18 

193 

— 

617 

41 

15 

Rochester,  NY 

Administration 

Malone  &  Hyde 

Joseph  R  Hyde  III 

(38) 

288 

— 

— 

— 

288 

16 

12 

Memphis,  Tenn 

Administration 

Mfrs  Hanover 

John  r  iVitijiIlK uddy 

(50) 

492 

10 

87 

— 

590 

22 

2 

Harrison,  NY 

Legal 

Manufacturers  Natl 

Dean  E  Richardson 

(53| 

280 

— 

280 

27 

8 

West  Branch,  Mich 

Banking 

irlAJr  K*\J 

Willis  H  Thompson  Jr 

(47) 

6 

4 

X 

Minneapolis,  Minn 

Operations 

Marathon  Oil 

Harold  D  Hoopman 

(601 

568 

24 

— 

— 

592 

34 

5 

Lucas,  Kan 

Production 

Marine 

George  R  Slater 

(57) 

148 

3 

— 

— 

151 

5 

3 

Indianapolis,  Ind 

Banking 

Marine  Midland  Bks 

Edward  W  Uutty 

(55) 

421 

12 

— 

— 

432 

28 

7 

Utica,  NY 

Banking 

Marriott 

J  Willard  Marriott  Jr 

(49) 

430 

14 

59 

— 

503 

25 

8 

Washington,  DC 

Administration 

Marsh  &  AlcLennan 

John  M  Regan  Jr 

(60) 

AOO 

4oo 

1Q 
07 

ft  _ 

Q 
O 

Minneapolis,  Minn 

Insurance 

Marshall  &  Usley 

John  A  Puelicher 

(60) 

162 

6 

107 

— 

275 

35 

23 

Milwaukee,  Wise 

Banking 

Marshall  Field 

Angelo  R  Arena 

(53) 

439 

10 

— 

— 

449 

3 

3 

Lynn,  Mass 

Retailing 

Martin  Marietta 

)  Donald  Kautn 

(63) 

592 

109 

178 

— 

879 

40 

8 

Pitman,  NJ 

Technical 

Maryland  National 

Robert  D  H  Harvey 

(60) 

231 

1 

1 

234 

35 

17 

Baltimore,  Md 

Finance 

Masco 

Richard  A  Manoogian 

(44) 

A  OA 

1  O 

Zo 

1 1 

Long  Branch,  NJ 

Administration 

May  Dept  Stores 

David  C  Farrell 

(48) 

438 

64 

86 

— 

588 

25 

2 

Chicago,  111 

Retailing 

Oscar  Mayer 

Jerry  M  Hiegel 

(54) 

324 

8 

40 

— 

373 

34 

1 

Davenport,  Iowa 

Marketing 

MCA 

Lew  R  Wasserman 

(68) 

330 

44 

— 

— 

374 

44 

34 

Cleveland,  Ohio 

Sales 

McDermott 

James  E  Cunningham 

(58) 

666 

108 

13 

— 

787 

23 

2 

Cresco,  Iowa 

Technical 

McDonald's 

Fred  L  Turner 

(48) 

o  fo 

a 
o 

oU 

7 

Des  Moines,  Iowa 

Operations 

McDonnell  Douglas 

Sanford  N  McDonnell 

(58) 

357 

49 

14 

— 

420 

32 

9 

Little  Rock,  Ark 

Technical 

McGraw-Edison 

Edward  J  Williams 

(58) 

481 

110 

185 

80 

856 

9 

8 

St  Louis,  Mo 

Finance 

McGraw-Hill 

Maroid  w  ivi c v j  raw  j  r 

|oo) 

347 

34 

132 

1 — 

512 

34 

6 

New  York,  NY 

Operations 

CI  Communications 

William  G  McGowan 

(54) 

142 

4 

3 

149 

12 

12 

Ashley,  Pa 

Technical 

Ban  (Pnncnl  ( li  1  V  ( '  i  s. 

David  Kelley 

(45) 

1  1  0 
1  ly 

1  A 

135 

16 

i 

San  Antonio,  Tex 

Technical 

Mead 

57James  W  McSwiney 

(65) 

475 

7 



— 

482 

47 

1 

McEwen,  Tenn 

Administration 

Medtronic 

Dale  R  Olseth 

(51) 

242 

17 

31 

14 

303 

5 

5 

St  James,  Minn 

Administration 

Mellon  National 

38James  H  Higgins 

(65) 

551 

11 

13 

— 

575 

30 

6 

Kansas  City,  Mo 

Banking 

Melville 

Francis  C  Rooney  Jr 

(59) 

459 

2 

79 

172 

712 

28 

17 

N  Brookfield,  Mass 

Retailing 

Mercantile  Bancorp 

Donald  E  Lasater 

(55) 

3  no 

D 
O 

zu 

LL 

i  n 
1  u 

St  Louis,  Mo 

Legal 

Mercantile  Stores 

Leon  F  Winbigler 

(55) 

399 

21 

— 

— 

419 

32 

6 

Brookfield,  Mo 

Retailing 

Mercantile  Texas 

Gene  H  Bishop 

(51) 

329 

— 

26 

240 

594 

6 

6 

Forest,  Miss 

Banking 

Merchants  National 

t\<t,    TVT  1 '              1  ill 

tJtto  N  rrenzel  ill 

[50) 

202 

1 

— 

— 

203 

26 

8 

Indianapolis,  Ind 

Banking 

Merck 

John  J  Horan 

(60) 

569 

1 

103 

673 

29 

5 

New  York,  NY 

Legal 

Merrill  Lynch 

39Donald  T  Regan 

(62) 

66 

l  n 

1U 

Cambridge,  Mass 

Investment 

Mesa  Petroleum 

Thomas  B  Pickens  Jr 

(53) 

416 

169 

45 

7,236 

7,866 

24 

24 

Holdenville,  Okla 

Founder 

MGIC  Investment 

Max  H  Karl 

(71) 

348 

9 

80 

— 

438 

24 

24 

Milwaukee,  Wise 

Founder 

Michigan  National 

Stanford  C  Stoddard 

(50) 

242 

25 

10 

— 

277 

27 

9 

Salt  Lake  City,  Utah 

Finance 

Middle  South  Utils 

Floyd  W  Lewis 

279 

16 

— 

— 

295 

31 

9 

Lincoln  County,  Miss 

Legal 

Midlantic  Banks 

Robert  Van  Buren 

(56) 

315 

15 

133 

463 

10 

4 

Plainfield,  NJ 

Banking 

Minn  Mining  &  Mfg 

Lewis  W  Lehr 

(60) 

522 

522 

34 

2 

Elgin,  Neb 

Technical 

Missouri  Pacific 

Downing  B  Jenks 

(65) 

632 

5 

637 

20  • 

9 

Portland,  Ore 

Operations 

itchell  Energy  &  Dev 

George  P  Mitchell 

,62) 

483 

1 

71 

554 

35 

22 

Galveston,  Tex 

Founder 

Mobil 

Rawleigh  Warner  Jr 

60) 

1,455 

26 

1,481 

27 

11 

Chicago,  111 

Finance 

Monsanto 

John  W  Hanley 

;59) 

433 

15 

-5 

444 

8 

8 

Parkersburg,  W  Va 

Marketing 

J  P  Morgan 

Lewis  T  Preston 

|54) 

595 

595 

30 

1 

New  York,  NY 

Banking 

3RBES  definitions  and  methodology  see  page  114.  36Succeeded  by  Raymond  F  Bentele,  2/10/81 

37Succeeded  by  C.  Greene  Garner,  1/1/81. 
38Succeeded  by  J.  David- Barnes,  3/1/81. 
Succeeded  by  Roger  E.  Birk,  1/22/81. 
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WHO  GETS  THE  MOST  PAY 


Compensation  ($000)  Years  served 


Salary  & 

Contin- 

Stock 

With 

As 

Bi 

Rank 

Company 

Chief  executive  (age) 

bonus1 

Benefits 

gent1 

gains1 

Total 

CO. 

CEO 

Place  of  birth 

back] 

448 

Morrison-Knudsen 

William  H  McMurren 

(53) 

334 

— 

65 

— 

399 

26 

9 

Ontario,  Ore 

Opt 

799 

Motorola 

Robert  W  Galvin 

[58] 

125 

10 

— 

—  - 

135 

37 

21 

MarshJield,  Wise 

Adminis 

472 

Murphy  Oil 

Charles  H  Murphy  )r 

(61 ) 

284 

— 

95 

— 

380 

31 

31 

El  Dorado,  Ark 

1 

281 

Nabisco 

Robert  M  Schaeberle 

(58) 

429 

— 

118 

— 

547 

34 

7 

Newark,  NJ 

] 

298 

Nalco  Chemical 

Orell  T  Collins 

(58) 

353  - 

24 

153 

— - 

530 

25 

2 

Letcher  County,  Ky 

157 

National  Can 

Frank  W  Considine 

(59) 

428 

35 

28 

232 

724 

19 

8 

Chicago,  111 

707 

Natl  Central  Financl 

Wilson  D  McElhinny 

(51) 

172 

— 

30 

9 

210 

17 

6 

Detroit,  Mich 

E 

467 

National  City 

'"Claude  M  Blair 

(68) 

220 

— 

151 

15 

386 

14 

9 

Columbia,  Term 

75 

National  Distillers 

Drummond  C  Bell 

(65) 

457 

— 

87 

444 

988 

24 

10 

Baltimore,  Md 

423 

National  Gypsum 

Robert  E  Scifres 

(63) 

390 

9 

1 

19 

419 

39 

3 

Lafayette,  Ind 

Ope 

16 

Natl  Medical  Entrprs 

Richard  K  Earner 

(53) 

443 

273 

— 

1,620 

2,337 

12 

12 

Long  Beach,  Cal 

E 

652 

Natl  Semiconductor 

Charles  E  Sporck 

(53) 

210 

6 

36 

— 

252 

14 

14 

Saranac  Lake,  NY 

PrcJ 

482 

National  Steel 

Howard  M  Love 

(51) 

350 

15 

8 

— 

373 

25 

1 

Pittsburgh,  Pa 

Op- 

733 

National  Tea 

Valdyn  W  Schulz 

(52| 

199 

— 

— 

— 

199 

7 

5 

Edge  ley,  ND 

Adminii 

758 

Nationwide 

Dean  W  Jeffers 

(64) 

176 

— 

1 

177 

41 

9 

Woodsfield,  Ohio 

Ma 

328 

Natomas 

Dorm  an  L  Commons 

(63) 

478 

30 

— 

— 

508 

8 

7 

Denair,  Cal 

440 

NBD  Bancorp 

Robert  M  Surdam 

(63) 

401 

5 

— 

407 

34 

13 

Albany,  NY 

507 

NCNB 

Thomas  I  Storrs 

(62) 

331 

15 

2 

348 

20 

7 

Nashville,  Tenn 

E 

148 

NCR 

ll  r  *  1 1  ■                o      t  J  

William  S  Anderson 

(62) 

535 

2 

168 

41 

746 

35 

7 

China 

Ma 

744 

New  England  Electric 

f~*            ill  XT.!  „L  „  1 ,-. 

Guy  W  Nichols 

(55) 

183 

3 

2 

188 

33 

9 

Colchester,  Vt 

Admini: 

725 

New  England  Merch 

Roderick  M  MacDougall 

(55) 

200 

3 

— 

— 

203 

7 

2 

New  York,  NY 

! 

793 

N  Y  State  Elec  &  Gas 

Charles  F  Kennedy 

(66) 

140 

— 

— 

— 

140 

7 

4 

Elmira,  NY 

Te 

375 

Newmont  Mining 

Plato  Malozemoff 

(71) 

450 

— 

3 

— 

452 

35 

27 

Russia 

Adminii 

749 

Niagara  Mohawk  Pwr 

John  G  Haehl  Jr 

(58) 

177 

— 

5 

— 

183 

19 

8 

Brooklyn,  NY 

270 

NICOR 

Clarence  J  Gauthier 

(59) 

392 

105 

60 

— 

557 

35 

10 

Houghton,  Mich 

Te 

8 

NL  Industries 

Ray  C  Adam 

(61) 

662 

22 

247 

2,162 

3,093 

9 

6 

Aquilla,  Tex 

Admini 

453 

NLT 

Russell  L  Wagner 

(65) 

377 

18 

— 

— 

395 

41 

3 

Marengo,  Iowa 

In 

427 

Noble  Affiliates 

Roy  Butler 

(55) 

270 

14 

132 

415 

25 

1 

Rising  Star,  Tex 

Opt 

312 

Norfolk  &  Western  Ry 

John  P  Fishwick 

(64) 

486 

21 

12 

— 

519 

35 

11 

Roanoke,  Va 

344 

North  Amer  Philips 

Pieter  C  Vink 

(61 ) 

475 

10 

— 

— 

485 

16 

12 

The  Netherlands 

m 

713 

Northeast  Utilities 

Lelan  F  Sillin  Jr 

(63) 

209 

— 

— 

— 

209 

13 

11 

Tampa,  Fla 

627 

No  Calif  Savings 

Firmin  A  Gryp 

(53) 

215 

— 

— 

51 

266 

29 

11 

Monterey,  Cal 

Adminii 

777 

No  Indiana  Pub  Svc 

Edmund  A  Schroer 

(53) 

152 

— 

— 

— 

152 

4 

4 

Hammond,  Ind 

723 

No  States  Power 

I  X                   1     1     11         m  jf        /  -           ,  I 

Donald  W  McCarthy 

(59) 

201 

3 

— 

— 

204 

33 

4 

Minneapolis,  Minn 

Op. 

214 

Northern  Trust 

4,E  Norman  Staub 

(65) 

326 

47 

250 

— 

624 

27 

2 

Newark,  N( 

81 

Northrop 

Thomas  V  Jones 

(60) 

932 

18 

3 

— 

953 

27 

21 

Pomona,  Cal 

Admmi 

570 

Northwest  Airlines 

M  Joseph  Lapensky 

(62) 

300 

— 

— 

300 

36 

2 

Minneapolis,  Minn 

569 

Northwest  Bancorp 

Chester  C  Lind 

(62) 

284 

17 

— 

301 

45 

1 

Firesteel,  SD 

263 

Northwest  Energy 

John  G  McMilhan 

(54) 

504 

22 

37 

— 

564 

8 

7 

Orange  City,  Tex 

Adminii 

352 

Northwest  Industries 

Ben  W  Heineman 

[67) 

439 

38 

— 

— 

476 

25 

25 

Wausau,  Wise 

763 

Northwestern  Fin! 

Ben  T  Craig 

(48) 

167 

4 

— 

— 

171 

3 

3 

Gastonia,  NC 

357 

Norton 

Donald  R  Melville 

(54) 

308 

14 

— 

151 

473 

14 

1 

England 

M; 

33 

Norton  Simon 

David  J  Mahoney 

(58) 

933 

265 

300 

— 

1,498 

14 

11 

New  York,  NY 

M; 

132 

Occidental  Petroleum 

Armand  Hammer 

(83) 

690 

22 

87 

— 

799 

23 

23 

New  York,  NY 

57 

Ogden 

Ralph  E  Ablon 

(65) 

840 

12 

227 

— 

1,080 

26 

19 

Tupelo,  Miss 

Admini  1 

664 

Ohio  Casualty 

John  G  Sloneker 

(59) 

205 

14 

21 

240 

33 

2 

Hamilton,  Ohio 

Inl 

786 

Ohio  Edison 

Justin  T  Rogers  Jr 

51) 

148 

148 

22 

1 

Sandusky,  Ohio 

789 

Oklahoma  Gas  &  Elec 

James  G  Harlow  Jr 

[47) 

135 

10 

144 

20 

5 

Oklahoma  City,  Okla 

589 

Old  Kent  Financial 

Richard  M  Gillett 

[57) 

207 

6 

39 

39 

290 

23 

17 

Grand  Rapids,  Mich 

Admini 

641 

Old  Stone 

Theodore  W  Barnes 

50) 

189 

31 

37 

256 

33 

5 

Providence,  RI 

197 

Olin 

John  M  Henske 

58) 

537 

•  15 

84 

14 

650 

12 

3 

Omaha,  Neb 

Op 

•For  FORBES  definitions  and  methodology  see  page  114.  ""Succeeded  by  Julien  L  McCall,  1/1/81 

"■Succeeded  by  Philip  W.K.  Sweet  Jr.,  3/17/81. 
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FORBES,  [UNI 


HOW  AIG  LOOKS  FROM  OUTER  SPACE. 


he  American  International  Group  of 
nies  has  more  pins  in  more  parts 
world  with  more  people  offering  more 
af  insurance  than  practically  any 
commercial  insurance  organization, 
a  if  your  company  has  a  lot  of 
les  around  the  world,  you  don't  have 

0  a  lot  of  insurance  companies 

1  the  world  to  cover  each  one  of  them, 
can  do  it  all.  And  have  been  doing 


it  successfully  for  over  sixty  years. 

Dealing  with  one  large  organization 
instead  of  many  means  a  lot  less  paperwork, 
phone  calls  and  hassles. 

We  also  offer  coverage  that  other 
companies  don't,  like  worldwide  directors 
and  officers  insurance.  And  offer  it  in 
countries  other  companies  only  dream  of. 
Like  the  People's  Republic  of  China,  Saudi 
Arabia  and  Eastern  Bloc  nations. 


There  are  a  lot  of  other  ways  we  can 
help  you.  Some  of  them  could  wind  up 
saving  you  money  as  well  as  time. 

And  that's  something  that  can  make 
us  look  good. 

From  wherever  you  happen  to  be 
looking  at  us. 

THE  AIG  COMPANIES. 

Let  us  take  the  risks. 


For  more  information,  contact  American  International  Group,  Dept  A.  70  Pine  Street,  New  York.  N.Y.  10270. 


WHO  GETS  THE  MOST  PAY 


Compensation  ($000) 

Years  served 

Salary  & 

Contin- 

Stock 

With 

As 

Rank 

Company 

Chief  executive  (age) 

bonus1 

Benefits' 

gent1 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

bac 

568 

Overseas  Shipholding 

Morton  P  Hyman 

|45| 

301 

301 

1 1 

9 

New  York,  NY 

536 

Owens-Corning  Fbrgls 

William  W  Boeschenstein 

Pt>J 

319 

12 

30 

8 

ill 

Chicago,  111 

V 

94 

Owens-Illinois 

Edwin  D  Dodd 

(62) 

613 

1  07 

170 

890 

34 

8 

Point  Pleasant,  W  Va 

Pr 

376 

PACCAR 

Charles  M  Pigott 

(52) 

442 

10 

4bZ 

25 

13 

Seattle,  Wash 

Admin 

612 

Pacific  Gas  &  Elec 

Frederick  W  Mielke  Jr 

(60) 

270 

8 



L/JS 

30 

2 

M         r  V,  _1.  MV 

New  York,  NY 

561 

Pacific  Lighting 

Paul  A  Miller 

(56) 

298 

10 

308 

32 

12 

San  Francisco,  Cal 

601 

Pacific  Lumber 

Rohert  B  Hoover 

103) 

224 

~~ 

59 

i)oo 

28i 

41 

5 

Fresno,  Cal 

740 

Pacific  Pwr  &  Lt 

Don  C  Frisbee 

(57) 

191 

1 

192 

27 

15 

San  Francisco,  Cal 

470 

Paine  Webber 

Donald  B  Marron 

(46) 

381 

381 

22 

1 

Coshen,  NY 

In< 

560 

Pall 

Abraham  Kransoff 

(61) 

235 

13 

60 



308 

30 

12 

Newark,  NJ 

435  Pan  Am  World  Airways 

William  T  Seawell 

(63) 

298 

20 

90 

409 

9 

9 

Pine  Bluff,  Ark 

Q| 

365 

P'tnli'infili*  F 'i vf t t ii 

I  (1 1 1 1 U  1 IU  1  L  LdMLIU 

Wil  li  irH  I  D'QliipMc 

Kill 

337 

8 

1 7 

101 

40"} 

21 

1 1 

Ozark,  Ark 

rr 

785 

Parker  Drilling 

Robert  L  Parker 

(57) 

148 

14812 

34 

27 

Tulsa,  Okla 

H 

491 

Parker-riannif  in 

Patrick  S  Parker 

(51) 

343 

26 

iOV 

28 

9 

Cleveland,  Ohio 

Admin 

143 

Parsons 

William  E  Leonhard 

(66) 

469 

14 

286 



"7/  Q 

765 

14 

5 

Middletown,  Pa 

T. 

370 

Peabody  Intl 

lohn  E  McConnaughy  Jr 

(52) 

247 

28 

57 

125 

456 

12 

12 

Pittsburgh,  Pa 

29 

Penn  Central 

Uirniril  r^w'L'/^r 
IVlUldlU  L/1LKC1 

1671 

1,448 

200 

1,648 

2 

2 

New  York,  NY 

In' 

322 

Perm  Corp  Financial 

•"Stanley  Beyer 

(49) 

405 

2 

105 

511 

8 

New  York,  NY 

I 

314 

J  C  Penney 

Donald  V  Seibert 

(57) 

500 

16 

CI  ii 

33 

6 

Hamilton,  Ohio 

780 

Pa  Power  &  Light 

Robert  K  Campbell 

[51] 

150 





1  Zfi 
1  3U 

4 

2 

Chicago,  111 

11 

564 

Pennwalt 

Edwin  E  Tuttle 

(54) 

302 

1 

303 

30 

3 

Syracuse,  NY 

74 

Pennzoil 

T  1-1 1 1 o K  T  ipHtlrp 
|  liUgll  LILUIRt 

1501 

491 

93 

405 

989 

25 

18 

I  ulsa,  Okla 

555 

Peoples  Energy 

Orval  C  Davis 

(61) 

287 

27 

515 

34 

3 

Roseclare,  III 

1 

71 

PepsiCo 

Donald  M  Kendall 

(60) 

660 

5 

334 

999 

34 

18 

Sequim,  Wash 

IV 

257 

Perkin-Elmer 

Robert  H  Sorensen 

(60) 

170 

197 

201 

568 

21 

3 

Racine,  Wise 

1 

124 

Petro-Lewis 

Jerome  A  Lewis 

154) 

284 

2 

18 

518 

822 

13 

13 

Wichita,  Kan 

147 

Petrolane 

Rllflftlntl   I    \t  ii  n  7|ir 
"•UUU1UII  J  (T1U1IZLI 

(63) 

403 

18 

327 

748 

34 

24 

Minneapolis,  Minn 

433 

Ppfrnl  itp 

Ellis  L  Brown 

(65) 

354 

1 

55 

1 1 1 1 
41U 

15 

15 

Duncan,  Okla 

1 

223 

Pfizer 

Edmund  T  Pratt  Jr 

(54) 

583 

19 

12 

614 

16 

8 

Savannah,  Ga 

335 

Phelps  Dodge 

George  B  Munroe 

(59) 

371 

19 

75 

33 

497 

23 

11 

Joliet,  111 

727 

Phila  Electric 

James  L  Everett 

(54) 

203 

— 

203 

31 

3 

Charlotte,  NC 

1 

616 

Philadelphia  Natl 

1-   7Wr»mc  r\ urn r\f*t*  T r 
V  J  ITlUiriS  l.MllldlK  I  jl 

276 

~ 

— 

Z/O 

29 

12 

rhiladelphia,  ra 

363 

Phila  Suburban 

James  M  Ballengee 

(58) 

403 

59 

2 

464 

19 

12 

Charleston,  W  Va 

144 

Philip  Morris 

George  Weissman 

(61) 

750 

12 

761 

29 

2 

New  York,  NY 

n 

133 

Phillips  Petroleum 

William  C  Douce 

(61) 

350 

23 

425 

798 

39 

1 

Kingman,  Kan 

O 

249 

Pillsbury 

William  H  Spoor 

(58) 

484 

23 

75 

582 

31 

8 

Pueblo,  Colo 

O 

668 

Pioneer 

Dell  »»dlsUIl 

(oo| 

238 

4 

-6 

236 

28 

8 

Ranger,  Tex 

752 

Pioneer  Hi-Bred  Intl 

"Dr  William  L  Brown 

(67) 

182 

182 

36 

5 

A       1                      1  ,        tit  IF. 

Arbovale,  W  Va 

338 

Pitney  Bowes 

Fred  T  Allen 

(64) 

385 

107 

~ 

492 

42 

7 

Providence,  RI 

o 

473 

Pittsburgh  National 

Merle  E  Gilliand 

(59) 

355 

24 

379 

28 

11 

Pitcaim,  Pa 

39 

Pittston 

Nicholas  T  Camicia 

(65) 

485 

37 

76 

741 

1,339 

12 

11 

Welch,  W  Va 

O 

590 

Pogo  Producing 

William  C  Liedtke  Jr 

(56) 

248 

40 

289 

1 1 

3 

Tulsa,  Okla 

O 

567 

Polaroid 

W i  1 1  i .1  m  T  M  r i i  n p  I  r 

•*  111  >u  III     )     iM'.V    Uli".  (■ 

(66) 

299 

— 

3 

302 

41 

1 

Glens  Falls,  NY 

800 

Portland  Genl  Elec 

Robert  H  Short 

(56) 

127 

2 

4 

133 

26 

1 

Klamath  Falls,  Ore 

115 

Potlatch 

Richard  B  Madden 

(52) 

448 

8 

8 

375 

838 

10 

10 

Orange,  NJ 

671 

Potomac  Elec  Power 

W  Reid  Thompson 

(56) 

231 

3 

234 

10 

10 

Durham,  NC 

305 

PPG  Industries 

L  Stanton  Williams 

|61) 

447 

65 

12 

524 

35 

2 

Honolulu,  Haw 

388 

Prime  Computer 

Kenneth  G  Fisher 

(50) 

418 

27 

445 

5 

5 

Omaha,  Neb 

M 

154 

Procter  &  Gamble 

4JEdward  G  Harness 

(62) 

584 

37 

119 

740 

41 

7 

Manetta,  Ohio 

791 

Provident  Life  &  Acc 

H  Carey  Hanlin 

(56) 

142 

142 

32 

2 

Chattanooga,  Term 

521 

Provident  National 

Roger  S  Hillas 

(54) 

251 

89 

340 

30 

7 

Wyncote,  Pa 

'For  FORBES  definitions  and  methodology  see  page  114.  12Figures  are  for  1979. 

42Oftice  jointly  held  with  Burton  Borman. 
•"Succeeded  by  Thomas  N.  Urban,  1/27/81 
"Succeeded  by  John  G.  Smale,  1/5/81 


134 


FORBES,  JU1 


Distributed  computing 
demands  distributed  service. 


At  Digital,  we' re  changing  the 
neaning  of  customer  services. 

It's  one  thing  to  sell  a  distributed  computing 
ystem.  It's  quite  another  to  support  it. 

You  see,  distributed  systems  are  decentra- 
zed  systems.  Computers  are  placed  where  the 
ctual  work  is  done.  Systems  of  this  kind  require 
heir  own  unique  backup.  Services  must  be  as 
exible,  as  localized,  and  as  geographically 
lispersed  as  the  systems  they  support.  It's  not 
n  easy  job. 

At  Digital,  we  practically  invented  distributed 
Tocessing.  So  it's  no  surprise  that  we're  one  of 
he  few  companies  properly  equipped  to  service 
I  With  over  400  service  offices  in  38  countries, 
;e  have  more  than  14,000  service  people  in  the 
ield,  people  who  are  thoroughly  familiar  with 
te  complex  workings  of  distributed  systems. 

But  it  takes  more  than  people  to  effect  major 
hanges  in  the  way  computers  are  serviced. 


It  takes  innovations.  Like  Remote  Diagnosis. 
Like  24-hour  telephone  software  support.  And  like 
computer-aided  instruction.  At  Digital,  we're 
constantly  searching  for  new  ways  to  make  service 
faster,  easier,  and  less  expensive. 

So  if  you're  thinking  of  implementing  a  dis- 
tributed computing  system,  talk  to  us.  We'll 
make  sure  that  your  service  is  as  well  distributed 
as  your  system. 

Digital  Equipment  Corporation, 
129  Parker  St.,  Maynard,  MA  01754.  In  Europe: 
12  av.  des  Morgines,  1213  Petit-Lancy/Geneva. 
In  Canada:  Digital  Equipment  of  Canada,  Ltd. 

©  1981,  Digital  Equipment  Corporation 


BBIDDSD 

We  change  the  way 
the  world  thinks. 


Dflrifohlo  hlimilO  When  you  want  to  slow  things 
I  Ul  IdUltS  UUIIIpui  down,  Goodyear  has  the  answer. 
Just  lay  down  a  bright  yellow  rubber  safety  bump. 
It  stays  put  without  anchoring  to  give  you  added 
protection  for  shopping  malls,  schoolyards, 
parks,  and  highway  repair  sites.  And  you 
can  take  it  up  in  seconds,  whenever    x  / 
you  need  to.  /  f  ^ 


They're  over  11  feet  tall  and  5%  feet  wide. 
They  weigh  12,500  pounds  each.  They're  the  world's 
most  massive  tires.  Developed  by  Goodyear  to  help 
carry  the  load  of  America  s  growing  need  for 
coal.  Another  reason  why  Goodyear  is  a 
leader  in  earthmover  tires.  From  mining 
coal  to  moving  earth,  Goodyear  s  not^* 
your  ordinary  tire  company. 


The  energy  of 
149  gallons  of  oil 


A  pellet  of 
enriched  uranium 

this  small  can  supply  as  |nq  4  QQCnnnn 
much  energy  as  149  gallons  III  0  8GOu|JUUII. 

of  oil— and  Goodyear  is  a  leader  in  the  technology 
that  produces  it.  Goodyear  Atomic  Corporation  has 
been  operating  a  gaseous  diffusion  enrichment  plant  for 
the  government  since  1952.  But  gaseous  diffusion 
requires  huge  quantities  of  electric  power.  Recently, 
high-speed  gas  centrifuges  have  been  developed, 
which  use  95%  less  power.  Goodyear  Aerospace 
has  been  conducting  research  into  these 
centrifuges  since  1972  and  is  now 
building  them  for  the  Department 
of  Energy.  The  initial  contract  is  for 
$88  million.  Ultimately,  more  than 
$1  billion  worth  will  be  needed. 


Goodyears 
not  your  ordinary 


In  the  last  four  firn  pnmilfimf 

*  years,  we've  installed  new  radial  tire  III  v  (lUlIlgJOli f ■ 

)acity  that  stands  at  the  leading  edge  of  production  technology.  Result: 
radial  tires  of  excellent  quality  at  highly  competitive  costs.  We've  also 

)ped  new  ways  to  generate  ideas.  Result:  a  flood  of  innovations  ranging 

rom  automatic  quality  control  for  tire  presses  to  entirely  new  products 
like  portable  safety  bumps.That's  why  we're  a  world  leader  in  so  many 
fields— from  conveyor  belts  to  aircraft  tires,  from  packaging  films  to 

anium  enrichment.  And  why  we're 

ot  your  ordinary  tire  company.  fir  O  O DJ^mEA  JV 

Out  front.  World  wide. 


WHO  GETS  THE  MOST  PAY 


Compensation  ($000)  Years  served 


Salary  & 

Contin- 

Stock 

With 

As 

■ 

Rank 

Company 

Chief  executive  (age) 

bonus' 

Benefits' 

gent1 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

back 

781 

Public  Service  Colo 

Richard  F  Walker 

(57) 

150 

_ 

_. 

150 

31 

2 

Alliance,  Neb 

Te 

769 

Public  Service  Ind 

Hugh  A  Barker 

(55) 

160 

2 





162 

22 

4 

Stillwater,  Minn 

1 

812 

Public  Service  N  H 

William  C  Tallman 

(61) 

110 

— 

— 

— 

110 

35 

16 

Newton,  Mass 

Te 

681 

Public  Service  N  M 

Jerry  D  Geist 

(47) 

203  • 

1 

20 

— 

224 

21 

5 

Raton,  NM 

Te 

653 

Pub  Svc  Elec  &  Gas 

Robert  I  Smith 

(62) 

234 

17 

— 

— 

251 

40 

5 

Arlington,  N) 

Te 

342 

Quaker  Oats 

Robert  D  Stuart  Ir 

(65) 

440 

7 

44 



491 

34 

14 

Hubbard  Woods,  111 

Ma 

397 

Rainier  Bancorp 

G  Robert  Truex  Jr 

(57) 

250 

2 

54 

135 

441 

7 

7 

Red  Bank,  NJ 

1 

168 

Ralston  Purina 

45R  Hal  Dean 

(65) 

550 

36 

123 

— 

709 

42 

13 

Mitchell,  SD 

Opa 

670 

Raychem 

Paul  M  Cook 

(57) 

234 

— 

— 

— 

234 

24 

24 

Ridgewood,  NJ 

272 

Raytheon 

Thomas  L  Phillips 

(57) 

552 

3 





555 

33 

12 

Turkey 

Tei 

77 

RCA 

"Edgar  H  Griffiths 

(60) 

585 

18 

220 

134 

957 

32 

4 

Philadelphia,  Pa 

193 

Reading  &  Bates 

John  W  Bates  Jr 

(61) 

296 

204 

157 

656 

35 

14 

Spirit  Lake,  Iowa 

Adminii 

63 

Reliance  Group 

Saul  P  Steinberg 

(41) 

1,007 

34 

5 

— 

1,047 

20 

20 

New  York,  NY 

1 

326 

Republic  New  York 

Walter  H  Weiner 

(50) 

496 

1 

12 

— 

509 

1 

1 

New  York,  NY 

404 

Republic  of  Texas 

James  D  Berry 

(60) 

359 

6 

72 

— 

436 

31 

■  - 

Sapulpa,  Okla 

j 

313 

Republic  Steel 

William  I  De  Lanccy 

(65) 

479 

38 

518 

29 

7 

Chicago,  111 

Admini 

304 

Revco  D  S 

Sidney  Dworkin 

(60) 

219 

97 

209 



525 

25 

14 

Detroit,  Mich 

1 

56 

Revlon 

Michel  C  Bergerac 

(49) 

1,083 

2 

5 

— 

1,090 

6 

6 

France 

Admini 

160 

Rexnord 

Robert  V  Krikorian 

(61) 

350 

— 

368 

— 

718 

30 

1 

New  Haven,  Conn 

Op« 

88 

R  i  Reynolds  Inds 

J  Paul  Sticht 

(63) 

705 

3 

124 

80 

913 

8 

3 

Clairton,  Pa 

123 

Reynolds  Metals 

David  P  Reynolds 

(66) 

455 

1 

367 

_ 

823 

44 

5 

Bristol,  Tenn 

mJ 

458 

Richardson-Vicks 

John  S  Scott 

(55) 

340 

21 

31 

_ 

392 

30 

5 

West  Orange,  N) 

Ma 

662 

Riggs  Natl  Bank 

Vincent  C  Burke  Jr 

(58) 

240 

— 

— 

— 

240 

26 

5 

Louisville,  Ky 

1 

503 

Roadway  Express 

William  F  Spitznagel 

(54) 

323 

1 

29 

— 

354 

31 

3 

Fairfield,  Ala 

oJ 

10 

Rockwell  Intl 

Robert  Anderson 

(60) 

865 

19 

920 

1,164 

2,967 

13 

7 

Columbus,  Neb 

Tc 

172 

Rohm  &  Haas 

Vincent  L  Gregory  Jr 

(58) 

549 

8 

137 

_ 

694 

31 

10 

Oil  City,  Pa 

505 

Rollins 

O  Wayne  Rollins 

(69) 

350 

_ 

350 

33 

33 

Ringgold,  Ga 

634 

ROLM 

M  Kenneth  Oshman 

(40) 

260 

— 

— 

— 

260 

12 

12 

Kansas  City,  Mo 

19 

Rowan  Companies 

C  Robert  Palmer 

(46) 

200 

— 

1 

2,064 

2,265 

28 

9 

Gorman,  Tex 

200 

Ryder  System 

Leslie  O  Barnes 

(64) 

305 

16 

91 

232 

644 

5 

5 

Canisteo,  NY 

Adminii 

60 

Sabine 

Ashley  H  Priddy 

(59) 

250 

38 

769 

1,057 

32 

12 

Wichita  Falls,  Tex 

Te 

518 

Safeco 

Roland  M  Trafton 

161) 

266 

_ 

26 

50 

342 

28 

2 

Los  Angeles,  Cal 

525 

Safeway  Stores 

Peter  A  Magowan 

(39) 

325 

— 

13 

— 

338 

13 

1 

New  York,  NY 

Admini 

51 

St  loe  Minerals 

John  C  Duncan 

(60) 

413 

37 

117 

557 

1,123 

10 

9 

New  York,  NY 

oP. 

499 

St  Paul  Companies 

Carl  B  Drake  Jr 

(61) 

332 

1 

25 

— 

358 

39 

8 

St  Paul,  Minn 

In 

255 

St  Regis  Paper 

William  R  Haselton 

(56) 

348 

171 

52 

571 

28 

2 

Glens  Falls,  NY 

Op 

756 

San  Diego  Gas  &  Elec 

Robert  E  Morris 

(59) 

175 

_ 

5 

_ 

180 

15 

5 

Parsons,  Kan 

M. 

643 

Sanders  Associates 

Jack  L  Bowers 

(60) 

227 

4 

25 

— 

256 

4 

2 

Colorado  Springs,  Colo 

Admini 

208 

Santa  Fe  Industries 

John  S  Reed 

(64) 

570 

3 

59 

— 

632 

41 

8 

Chicago,  111 

Op. 

149 

Santa  Fe  Intl 

Edfred  L  Shannon  Jr 

(55) 

315 

31 

26 

374 

746 

27 

18 

Durant,  Okla 

Ti 

185 

Schering-Plough 

Richard  J  Bennett 

(64) 

588 

33 

46 

667 

34 

2 

Brooklyn,  NY 

179 

Schlumberger 

Jean  Riboud 

(61) 

500 

175 

675 

30 

16 

France 

153 

SCM 

Paul  H  Elicker 

|58| 

589 

3 

150 

742 

24 

9 

New  York,  NY 

438 

Scott  Paper 

Charles  D  Dickey  Jr 

(63) 

398 

2 

8 

_ 

407 

34 

10 

New  York,  NY 

Opi 

476 

Seafirst 

William  M  Jenkins 

(62) 

323 

26 

28 

376 

35 

18 

Sultan,  Wash 

102 

G  D  Searle 

Donald  H  Rumsfeld 

(48) 

441 

425 

866 

4 

4 

Chicago,  111 

Inv 

233 

Sears  Roebuck 

Edward  R  Telling 

162) 

601 

601 

35 

3 

Danville,  111 

656 

Seatrain  Lines 

Howard  M  Pack 

(63) 

200 

41 

7 

247 

30 

30 

New  York,  NY 

282 

Security  Pacific 

Richard  J  Flamson  III 

(52) 

537 

10 

546 

26 

2 

Los  Angeles,  Cal 

682 

SEDCO 

B  Gill  Clements 

(39) 

207 

12 

3 

223 

12 

2 

Dallas,  Tex 

674 

Shawmut 

John  P  LaWare 

(53) 

192 

40 

231 

2 

1 

Columbus,  Wise 

•For  FORBES  definitions  and  methodology  see  page  114.  «sTo  be  succeeded  by  William  P.  Stiritz,  7/1/81. 

46Succeeded  by  Thornton  F  Bradshaw,  7/1/81. 
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IN  THE  WORLD:  MINDING  EVERYBODY'S  BUSINESS. 
A  free  and  open  flow  of  accurate  information  is  at  the 
heart  of  world  trade.  The  international  executive 
requires  and  demands  the  international  view— the 
local  sources,  the  business  base,  the  insights  and 
ideas  that  come  together  as  the  critical  difference  ii 
perspective. 


Newsweek  Inc.— 198 


llustration:  John  Clift 


Unique  to  Newsweek  International:  a  staff  of  international  busi- 
ness editors,  out  of  whose  critical  perspective  comes  the  cogent 
weekly  summary,  "The  International  Marketplace";  the  expert  and 
exclusive  Newsweek  economic  forecasts.  One  more  reason  why, 
each  week,  more  than  2,000,000  readers  in  193  countries  turn  to 
Newsweek  International  as  the  magazine  to  fill  their  needs.  As  do 
more  than  600  advertisers.  Shouldn't  you  be  among  them  ? 

SALES  OFFICES  New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  •  London  •  Amsterdam 
•  Frankfurt/ Mam •  Geneva  •  Paris •  Rome-  Hong  Kong •  Manila  •  Sydney-  Tokyo 
CONTACT:  Harold  L  Leddy.Jr.  444  Madison  Avenue.  New  York  NY  10022 
Tel  212/350-2565  Telex  RCA  23401 1/ ITT 420395/ WUI 620364 


A  MAGAZINE, 
NOT  AN  EDITION 


WHO  GETS  THE  MOST  PAY 


Compensation  ($000)  Yeats  served 

.  Salary  &  Contin-    Stock  With     As  Bu 

Rank  Company  Chief  executive  (age)  bonus1    Benefits'    gent1     gains'     Total        co.    CEO  Place  of  birth  back) 


474  Shearson  Loeb  Rhoades  Sanford  I  Weill  (48)  352  26  —  •       378  21  7  New  York,  NY  F 

25  Shell  Oil  John  F  Bookout  (58)  740  63  143  960       1,905  30  5  Shreveport,  La  Tei 

162  Sherwin-Williams  John  G  Breen  (46)  534  13  11  160         717  2  2  Cleveland,  Ohio  Ope 

813  Sigmor  Tom  E  Turner  (67)  100  ■       t-  100  29  29  Ft  Worth,  Tex  F 

145  Signal  Companies  Forrest  N  Shumway  (54)  460  57  242  760  24  13  Skowhegan,  Me 


374  Singer  Joseph  B  Flavin  (52)  453  453  5  5  St  Louis,  Mo  1 

369  Smith  International  Jerry  W  Neely  (44)  440  5  13  458  15  4  Torrance,  Cal  Ope 

354  SinithKline  Robert  F  Dee  (56)  438  20  18  476  32  9  Cincinnati,  Ohio  Admini!] 

459  Society  J  Maurice  Struchen  (60)  306  16  35  35         392  11  5  Cleveland,  Ohio  B 

788  So  Carolina  E  &  G  Virgil  C  Summer  (60)  140  2  4  147  43  1  Spartanburg,  SC  Ops 


579  South  Carolina  Natl  "'John  H  Lumpkin  (65)  150  25  120                     295  16  12  Fairbanks,  Alas  j 

613  Southeast  Banking  Charles  J  Zwick  (54)  253  6  18         278  12  1  Piantsville,  Conn  I 

775  Southern  Bancorp  Ala  Wallace  D  Malone  Jr  (44)  152  152  22  1  Dothan,  Ala  E 

660  So  Calif  Edison  William  R  Gould  (62)  225  12  7                     244  33  1  Provo,  Utah  To 

571  Southern  Company  Alvin  W  Vogtle  Jr  (62)  288  11  300  40  1 1  Birmingham,  Ala 


644  So  Natural  Resources  Henry  C  Goodrich  (61)  253  3  256  1  1  Fayetteville,  Term  Te 

711  So  New  England  Tel  Alfred  W  Van  Sinderen  (57)  194  5  10  210  33  13  Brooklyn,  NY  Ops 

156  Southern  Pacific  Benjamin  F  Biaggini  (65)  625  12  91  727  44  13  New  Orleans,  La  Te 

550  Southern  Railway  Harold  H  Hall  (55)  270  1  50  320  38  1  Andrews,  NC  Ope 

337  Southland  John  P  Thompson  (55)  429  31  34  494  32  20  Dallas,  Tex 


13  Southland  Royalty  Jon  Brumley  (42)  298  39  26  2,018  2,380  14  7  Pampa,  Tex  Admini 

585  Southwest  Bancshs  John  T  Cater  (45)  280  2  10  292  4  4  Temple,  Tex  I 

91  Sperry  J  Paul  Lyet  (64)  595  43  70  192  900  37  8  Philadelphia,  Pa 

324  Square  D  Mitchell  P  Kartalia  (68)  500  10  510  40  13  Yukon,  Pa  M. 

323  Squibb  Richard  M  Furlaud  (58)  520  —  —10  510  25  15  New  York,  NY 

278  AEStaleyMfg  Donald  E  Nordlund  (59)  425  7  119  —  551  25  8  Stromsburg,  Neb  Admini 

76  Standard  Brands  F  Ross  Johnson  (49)  555  16  391  —  963  10  5  Winnipeg,  Can 

84  Standard  Oil  Calif  ""Harold  J  Haynes  (55)  935  1  936  34  7  Fort  Worth,  Tex  Pr< 

11  Standard  Oil  Ind  John  E  Swearingen  (62)  680  31  —  2,207  2,917  42  20  Columbia,  SC  Pre 

59  Standard  Oil  Ohio     Alton  W  Whitehouse  Jr  (53)  486  23  131  423  1,062  12  3  Albany,  NY 


645  State  Street  Boston  William  S  Edgerly  (54)  251  5  256  5  5  Lewiston,  Me 

465  Stauffer  Chemical  H  Barclay  Morley  (52)  294  2  91  —  387  18  7  Sydney,  Can  Ti 

379  Sterling  Drug  Dr  W  Clarke  Wescoe  (61 )  420  7  23  —  451  11  7  Allentown,  Pa  T 

417  J  P  Stevens  Whitney  Stevens  (55)  350  14  —  59  423  33  1  Plainfield,  NJ  Admini 

598  Stop  &  Shop  Avram  J  Goldberg  (51)  282  2  —  —  284  23  2  Boston,  Mass 

62  Storage  Technology  Jesse  I  Aweida  (50)  550  2  500  —  1,052  11  11  Palestine 

806  Sumitomo  Bank  Cal  Nimei  Akamatsu  (52)  113  9  —  —  122  8  2  lapan 
732  Sun  Banks  of  Florida  Richard  F  Livingston  (61 )  200  —  —  —  200  40  7            Daytona  Beach,  Fla 

82  Sun  Company  Theodore  A  Burtis  (59)  572  22  271  83  949  14  2  Jamaica,  NY  T 

604  Sunbeam  Robert  P  Gwinn  (74)  279  2  —  —  281  45  26  Anderson,  Ind 

385  Sundstrand  Evans  W  Erikson  (54)  350  25  73  —  448  29  1  Rockford,  111  T 

517  Super  Valu  Stores  "vJack  J  Crocker  (56)  342  1  —  —  343  8  8  Portland,  Ore  1 

213  Superior  Oil  Joseph  E  Reid  (52)  601  24  —  —  625  8  1  Meridian,  Miss  T 

409  Supermarkets  General  Herbert  Brody  (66)  422  4  6  —  432  25  1  Philadelphia,  Pa 

544  Supron  Energy  Alvin  M  Wiederkehr  (58)  304  13  7  —  324  29  9  Freer,  Tex  Oj 

605  Sysco  John  F  Baugh  (65)  281  —  —  —  281  35  11  Waco,  Tex 
808  Tandem  Computers  James  G  Treybig  (40)  120  —  —  —  120  6  6  Clarendon,  Tex 

266  Tandy  '"Phil  R  North  (62)  500  60  —  —  560  15  2  Fort  Worth,  Tex  Admu 

625  Tektronix  Earl  Wantland  (49)  201  14  21  32  268  26  6  Bridge,  Ore  Admin 

807  Tele-Communications  John  C  Malone  (40)  120  —  —  121  8  8  Milford,  Conn  Admin 
191  Teledyne  Henry  E  Singleton  (64)  650  9  —  —  659  20  20  Haslet,  Tex 


'For  FORBES  definitions  and  methodology  see  page  1 14  "'Succeeded  by  James  G.  Lindley.  2/1/81. 

■^Succeeded  by  George  M.  Keller.  5/5/81. 

"To  be  succeeded  by  Michael  W.  Wright,  6/26/81. 

s(To  be  succeeded  by  John  V.  Roach,  7/1/81. 
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Risk.  Having  someone  behind  you  can  be  reassuring. 

There  are  some  risks  that  you  simply  can't  face  alone.  That's  why 
Corroon  &  Black  stands  behind  you  at  each  stage  of  your  risk  management 
program.  Evaluating  your  cash  flow.  Analyzing  past  losses.  Forecasting  future 
ones.  And  offering  you  the  best  risk  financing  alternatives. 

But  you'd  expect  this  innovative,  professional  approach  from  one  of  the 
world's  top  business  insurance  brokers.  So,  contact  us.  We'll  show  you  the 
difference  a  helping  hand  can  make. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York.  N.Y.  10005  •  212-363-4100 


ONE  OF  THE  LARGEST  BANKS 
IN  THE  WORLD  IS  TAKING  A  NEW 
PATH  TO  INTERCEPT  THE  FUTURE. 


mm  g 

t-                                     mmrnA*  ft  - 

WHEN  IT  COMES  TO  BACKING 
YOUR  FINANCIAL  PLAN 
OUR  RELATIONSHIP  MANAGERS 
SPEAKWITH  AUTHORITY. 


They  get  that  authority  because  we  trust 
their  professional  judgment. 

The  relationship  manager  knows  a  lot 
about  your  business.  These  days,  relation- 
ship managers  serve  far  fewer  customers 
than  they  once  did.  So  they  have  more  time 
to  assemble  all  the  facts  on  your  company, 
assess  your  overall  financial  picture,  and 
produce  ideas  that  satisfy  your  needs. 

If  your  business  has  international  as- 
pects, the  relationship  manager  and 
relationship  team  members,  deployed 
throughout  our  global  network,  monitor 
worldwide  financial  conditions  and  recom- 
mend appropriate  services  to  meet  your 
company's  objectives. 

The  relationship  manager  knows  every- 
thing that  Bankers  Trust  can  do  for  your 
business.  That's  not  always  true  in  big 
banks.  But,  thanks  to  the  rapport  among 
the  people  who  run  each  of  our  four  core 
businesses  (commercial  banking,  money 
and  securities  markets,  corporate  finance, 
and  fiduciary),  our  relationship  manager 
gets  current  input  on  every  specialized  fi- 
nancial area  that  might  be  important  to  you. 

That  encompasses  both  credit  and  non- 
credit  services.  In  addition  to  bank  loans, 
private  placements  and  commercial  paper, 
these  also  include  our  currency  manage- 
ment services  and  operating  products  such 


as  Cash  Connector,  Noteline  and  Priority 
Remittance  Service. 

Relationship  managers  communicate  at 
the  right  levels  of  your  organization,  and 
ours,  to  insure  that  the  level  of  services  is 
the  best  possible. 

Nothing  stands  in  the  way  of  their  objec- 
tivity. Our  relationship  managers  are  pro- 
fessionals who  are  charged  with  matching 
our  resources  with  your  needs.  They  have 
the  authority  to  mobilize  specialists  from 
other  departments  of  the  bank  and  recom- 
mend to  you  the  best  combination  of 
services  to  achieve  your  financial  plan. 

We  give  them  that  authority  because  we 
trust  their  professional  judgment. 

You  can  trust  it,  too. 

WM  Bankers  Trust 
LJ  Company 

Worldwide 

280  Park  Avenue,  New  York,  N.Y.  10017 

Chicago,  Houston,  Los  Angeles,  Miami,  San  Francisco. 

Argentina,  Australia,  Bahamas,  Bahrain,  Belgium,  Brazil, 
Canada,  Chile,  Colombia,  Denmark,  France,  Greece.  Hong 
Kong,  India,  Indonesia,  Italy.  Japan,  Korea,  Mexico, 
The  Netherlands.  Nigeria.  Panama,  The  Philippines.  Portugal, 
Singapore,  Spain,  Switzerland,  Taiwan,  Thailand,  Tunisia, 
United  Kingdom,  Venezuela.  West  Germany.  Yugoslavia. 
Member  FDIC  ©  Bankers  Trust  Company 


WHO  GETS  THE  MOST  PAY 

Compensation  ($000)  Years  served 


Salary  &  Contin-    Stock  With     As  B 


Rank 

Company 

Chief  executive  (age) 

bonus' 

Benefits' 

gent' 

gains' 

Total 

CO. 

CEO 

Place  of  birth 

backs! 

332 

Teleprompter 

Jack  K  Cooke 

(69) 

500 

1 5 

9 

Hamilton,  Can 

Adminis 

69 

Tenneco 

James  L  Ketelsen 

(50) 

556 

1 1 

441 

1,009 

14 

2 

Davenport,  Iowa 

i 

728 

Tunn  Villi»v  Ran  mm 
i  ciiii  v  jiii  y  " «i 1 1 1- ' "  \> 

William  F  Earthman 

1551 

168 

27 

7 

201 

27 

9 

Nashville,  Tenn 

p 

188 

Tesoro  Petroleum 

Robert  V  West  Jr 

(60) 

556 

12 

95 



663 

25 

16 

Kansas  City,  Mo 

86 

Texaco 

John  K  McKinley 

783 

144 

— 

927 

40 

1 

Tuscaloosa,  Ala 

Tej 

651 

Texas  American  Bshs 

Lewis  H  Bond 

159] 

242 

1 1 

"i  o 

1 8 

Ashport,  Tenn 

1 

173 

Texas  Commerce  Bshs 

Ben  F  Love 

(56) 

467 

1 8 

199 

684 

1 4 

8 

Vernon,  Tex 

432 

Texas  Eastern 

I  David  Bufkin 

159) 

300 

48 

62 

410 

32 

1 

Haynesville,  La 

T, 

204 

Texas  Gas  Transmn 

Dennis  R  Hendrix 

(411 

454 

19 

166 

638 

8 

3 

Selmer,  Term 

: 

131 

Texas  Instruments 

Mark  Shepherd  Jr 

(SKI 

558 

217 

26 

— 

802 

33 

12 

Dallas,  Tex 

Tej 

461 

Texas  Oil  &  Gas 

William  L  Hutchison 

(49) 

390 

ion 

23 

5 

Dallas,  Tex 

642 

Texas  Utilities 

T  Louis  Austin  Jr 

(62) 

244 

12 

OCA 

Zoo 

28 

8 

Trenton,  Tenn 

Pro! 

118 

Texasgulf 

"Charles  F  Fogarty 

(60) 

440 

104 

64 

227 

835 

29 

7 

Denver  Colo 

Te< 

393 

Textron 

Robert  P  Straetz 

(591 

366 

36 

35 

6 

443 

35 

1 

Hillside,  NI 

766 

Third  National 

Charles  J  Kane 

(611 

\\3  1  ) 

157 

5 

4 

— 

166 

6 

5 

Louisville,  Ky 

B 

64 

Tidewater 

John  P  Laborde 

(58) 

417 

12 

56 

540 

1,025 

25 

5 

X  *  t  '11  T 

Marksville,  La 

166 

Tiger  International 

Wayne  M  Hoffman 

(58) 

456 

106 

149 

Til 

13 

10 

/ — 'L  I   Tl] 

Chicago,  111 

371 

Time  Inc 

J  Richard  Munro 

(50) 

373 

38 

2 

43 

455 

23 

1 

Syracuse,  NY 

Onel 

wye  ■ 

253 

Times  Mirror 

52Franklin  D  Murphy 

(65) 

474 

104 

578 

12 

12 

Kansas  City,  Mo 

Adminis 

553 

Timken 

William  R  Timken  Jr 

(421 

315 

— 

— 

— 

315 

18 

6 

Canton,  Ohio 

Adminis 

774 

Toledo  Edison 

John  P  Williamson 

(59) 

146 

5 

4 

155 

30 

8 

Cleveland,  Ohio 

1 

802 

Tom  Brown 

Thomas  C  Brown 

(54) 

101 

28 

IZv 

25 

25 

Akron,  Ohio 

1 

479 

Tosco 

Morton  M  Winston 

(501 

301 

31 

42 

375 

17 

5 

New  York,  NY 

526 

Trans  World 

L  Edwin  Smart 

1571 

228 

1 

107 

1 

337 

14 

4 

Columbus,  Ohio 

128 

Transamerica 

"John  R  Beckett 

(631 

795 

19 

— 

— 

814 

20 

15 

San  Francisco,  Cal 

Adminij 

43 

Transco  Companies 

William  J  Bowen 

(59) 

383 

37 

789 

1,209 

6 

6 

Sweetwater,  Tex 

Opo 

669  TRANSOHIO  Financial 

Warner  B  Bishop 

(62) 

214 

3 

18 

ZOO 

18 

1 8 

Lakewood,  Ohio 

Adminis 

295 

Travelers 

•'"■'Morrison  H  Beach 

(64) 

512 

9 

12 

533 

41 

g 

Winsted  Conn 

Ins 

697 

Trust  Co  of  Georgia 

Robert  Strickland 

(54i 

187 

28 



215 

32 

4 

Atlanta,  Ga 

E 

187 

TRW 

Ruben  F  Mettler 

1571 

642 

22 

— 

— 

664 

26 

3 

Shafter,  Cal 

Td 

767 

Tucson  Electric  Pwr 

Theodore  M  Welp 

(47| 

144 

20 

164 

7 

5 

San  Francisco,  Cal 

! 

566 

Turner  Construction 

Walter  B  Shaw 

(61) 

289 

13 

JU2 

40 

4 

\r„,.,  v„-.l,  vtv 

New  York,  N  Y 

Op! 

66  Twentieth  Century-Fox 

Dennis  C  Stanfill 

(54) 

994 

23 

1,017 

1 1 

9 

C^pnrprvillp  Tpnn 

\^l_  llll-l  Villi.,     1  Lllll 

] 

629 

Tymshare 

Thomas  J  O'Rourke 

1571 

263 

3 





266 

15 

15 

Red  Lodge,  Mont 

1 

492 

US  Air 

Edwin  I  Colodny 

(551 

272 

5 

— 

88 

364 

23 

5 

Burlington,  Vt 

500 

UAL 

Richard  J  Ferris 

(45) 

345 

13 

358 

9 

2 

Sacramento,  Lai 

Adminis  ! 

413 

Union  Camp 

Peter  J  McLaughlin 

(52) 

301 

128 

428 

35 

1 

New  York,  NY 

151 

Union  Carbide 

William  S  Sneath 

(551 

732 

1 1 

743 

30 

4 

Buffalo,  NY 

784 

Union  Commerce 

Lyman  H  Treadway 

(511 

149 





149 

11 

2 

Cleveland,  Ohio 

1 

658 

Union  Electric 

Charles  J  Dougherty 

(62) 

241 

4 





246 

40 

13 

Clayton,  Mo 

7 

Union  Oil  California 

Fred  L  Hartley 

(64) 

876 

370 

463 

1,419 

3,129 

42 

16 

Vancouver,  Can 

1 

79 

Union  Pacific 

James  H  Evans 

(61] 

935 

10 

10 

955 

12 

3 

Lansing,  Mich 

Adminii  • 

595 

Uniroyal 

Joseph  P  Flannery 

(49) 

265 

21 

286 

22 

U  J,  . 

Lowell,  Mass 

kit  J 

Ma 

626 

United  Bank  Corp  NY 

Peter  D  Kiernan 

(57) 

256 

5 

268 

7 

7 

Alhanv  NY 

ji 

761 

United  Banks  of  Colo 

N  Berne  Hart 

(51) 

147 

26 

173 

27 

2 

Denver,  Colo 

I 

247 

United  Brands 

Seymour  Milstein 

(60) 

584 

3 

587 

6 

4 

New  York,  NY 

Op. 

351 

Utd  Energy  Resources 

)  Hugh  Roff  Jr 

(49) 

402 

60 

16 

477 

7 

7 

Wewoka,  Okla 

811 

United  Jersey  Banks 

"Richard  L  Wines 

(43) 

117 

117 

10 

1 

New  York,  NY 

I 

676 

United  Missouri  Bshs 

R  Crosby  Kemper 

(54) 

206 

4 

17 

228 

3i 

11 

Kansas  City,  Mo 

Admini:  I 

466 

U  S  Bancorp 

John  A  Elorriaga 

(57) 

321 

16 

50 

386 

30 

6 

Jordan  Valley,  Ore 

Adminii  1 

447 

U  S  Fidelity  &  Gty 

Jack  Moseley 

(50) 

220 

180 

401 

28 

1 

Birmingham,  Ala 

in  1 

■For  FORBES  definitions  and  methodology  see  page  114.  "Deceased,  succeeded  by  Richard  D  Mollison,  2/12/81. 

"Succeeded  by  Robert  F.  Erburu,  1/1/81. 
"Succeeded  by  James  R.  Harv  ey,  1/1/81. 
"Succeeded  by  Edward  H.  Budd,  4/6/81. 
"Succeeded  by  T  Joseph  Semrod.  4/2/81. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


May  8,  1981 

4,000,000  Shares 

Heizer  Corporation 

Common  Stock 

(Par  Value  $.01) 

Of  the  above  shares  of  Common  Stock,  800,000  shares  are  being  sold  by  the 
Company  and  3,200,000  shares  are  being  sold  by  certain  Selling  Stockholders. 

Price  $17.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Shearson  Loeb  Rhoades  Inc. 


Bache  Halsey  Stuart  Shields 

Incorporated 

Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


Bear,  Stearns  &  Co. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 


Salomon  Brothers 
Wertheim  &  Co.,  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 


Warburg  Paribas  Becker 

A.  G.Becker 


Hambrecht  &  Quist 


WHO  GETS  THE  MOST  PAY 


Compensation  ($000) 

Years  served 

Salary  & 

Contin- 

Stock 

With 

As 

Bi 

Rank 

Company 

Chief  executive 

age) 

bonus1 

Benefits 

gent1 

gains' 

Total 

CO. 

CEO 

r  lace  Oi  birth 

back| 

67 

United  States  Gypsum 

Graham  J  Morgan 

(63) 

497 

13 

504  - 

1,014 

41 

16 

Aurora,  111 

Ma 

306 

U  S  Home 

Guy  R  Odom 

(50) 

369 

17 

138 



524 

20 

4 

Groveton,  Tex 

Ope 

327 

U  S  Industries 

»I  John  Billera 

(68) 

496 

13 

— 

— 

509 

28 

16 

New  York,  NY 

211 

United  States  steel 

David  M  Roderick 

(57) 

609  • 

1 

17 

— 

628 

22 

2 

Pittsburgh,  Pa 

4  YD 

United  States  Trust 

i  om  r\meier 

JO**/ 

LLyi 

134 

— 

361 

5 

5 

Los  Angeles,  Cal 

1 
i 

22 

United  Technologies 

Harry  J  Gray 

(61) 

915 

71 

342 

734 

2,063 

9 

8 

Milledgeville,  Ga 

Adminii 

464 

United  Telecom 

Paul  H  Henson 

(55) 

375 

14 





388 

22 

14 

Bennet,  Neb 

Tc 

623 

United  Va  Bankshares 

Joseph  A  Jennings 

(60) 

247 

1 

21 

— 

270 

43 

4 

Richmond,  Va 

373 

Upjohn 

Ray  T  Parfet  Jr 

(58) 

398 

55 

— 

— 

453 

33 

19 

Port  Huron,  Mich 

j 

T  TQI  IFF 

Gordon  E  Crosby  Jr 

1 AOI 

1  "0| 

435 

7 

1 13 

554 

22 

15 

Remsen,  Iowa 

■ v  1  i 

801 

Utah  Power  &  Light 

Harry  Blundell 

(56) 

125 



6 



132 

32 

2 

Salt  Lake  City,  Utah 

340 

Valero  Energy 

William  E  Greehey 

(45) 

272 

202 

17 



491 

17 

7 

Fort  Dodge,  Iowa 

469 

Valley  Natl  Bk  Ariz 

Gilbert  F  Bradley 

(61) 

299 

15 

69 

— 

383 

44 

5 

Miami,  Ariz 

Adminu 

714 

Va  Electric  &  Power 

T  Justin  Moore  Jr 

(56) 

203 

—  •  - 

6 

— 

209 

21 

3 

Richmond,  Va 

05  J 

Virginia  Natl  Bshs 

v.iinoro  t\  i^utcnins  in 

1:71 
P'l 



15 

220 

33 

1 

Southampton  Cnty,  Va 

1 

Q 

287 

Vulcan  Materials 

W  Houston  Blount 

(59) 

422 

29 

91 



542 

26 

2 

Union  Springs,  Ala 

Opfl 

597 

Wachovia 

John  G  Medlin  Jr 

(47) 

277 



8 



285 

22 

4 

Benson,  NC 

I 

667 

Wal-Mart  Stores 

Sam  M  Walton 

(63) 

225 

— 

12 

— 

237 

35 

35 

Kingfisher,  Okla 

1 

659 

Waldbaum 

Ira  Waldbaum 

(52) 

245 

— 

— 

— 

245 

34 

32 

Brooklyn,  NY 

Adminii 

Walgreen 

^-nanes  k  waigreen  ui 

5 

32 

— 

J  L  1 

29 

10 

Chicago,  111 

wpc 

299 

Wang  Laboratories 

An  Wang 

(61) 

323 



207 

530 

30 

30 

China 

1 

18 

Warner  Commun 

Steven  J  Ross 

(53) 

1,350 

65 

859 



2,274 

19 

19 

New  York,  NY 

209 

Warner-Lambert 

Ward  S  Hagan 

(61) 

557 

53 

21 

— 

631 

11 

3 

Sioux  City,  Iowa 

Ms 

522 

Washington  National 

Stanley  P  Hutchison 

(57) 

223 

5 

2 

110 

340 

34 

5 

Joliet,  111 

101 

Waste  Management 

Dean  I.  Buntrock 

3 

404 

oO  / 

24 

13 

Columbia,  SD 

454 

Wells  Fargo 

Richard  P  Cooley 

(57) 

376 

8 

11 

_ 

395 

31 

14 

Dallas,  Tex 

350 

West  Point-Pepperell 

Joseph  L  Lanier  Jr 

(49) 

311 

58 

108 



477 

24 

5 

Lanett,  Ala 

Op. 

180 

Western  Co  No  Amer 

H  E  Chiles 

(71) 

658 

16 

— 

— 

674 

42 

42 

Itasca,  Tex 

771 

Western  Financial 

Gary  H  Driggs 

(46) 

155 

2 

2 

159 

19 

5 

Phoenix,  Ariz 

647 

Western  Union 

Robert  iVl  Flanagan 

P*J 

"** 

— 

7 

,  2 

Springfield,  Mass 

178 

Westh.ghouse  Elec 

Robert  E  Kirby 

(62| 

673 

3 





677 

35 

6 

Ames,  Iowa 

Ti 

430 

Westvaco 

David  L  Luke  III 

(57) 

390 

23 





413 

29 

17 

Tyrone,  Pa 

708 

Wetterau 

Ted  C  Wetterau 

(53) 

197 

13 





210 

29 

11 

St  Louis,  Mo 

M 

240 

Weyerhaeuser 

George  H  Weyerhaeuser 

(54) 

554 

6 

— 

33 

593 

31 

15 

Seattle,  Wash 

Pre 

48 

Wheelabrator-Frye 

Michael  D  Dingman 

(49) 

814 

67 

267 

— 

1,148 

11 

10 

New  Haven,  Conn 

545 

Wheeling-Pitts  Steel 

Dennis  J  Carney 

(60) 

265 

32 

27 



323 

7 

3 

Charleroi,  Pa 

Op 

349 

Whirlpool 

John  H  Platts 

(63) 

398 

1 

80 

_ 

479 

40 

9 

Detroit,  Mich 

222 

White  Consolidated 

Roy  H  Holdt 

(60) 

496 

31 

87 

_ 

614 

39 

4 

Edgewood,  Md 

655 

Whitney  Holding 

Patrick  A  Delaney 

(49) 

225 

_ 

23 

248 

27 

4 

New  Orleans,  La 

89 

Whittaker 

Joseph  F  Alibrandi 

(52) 

500 

107 

13 

285 

904 

10 

6 

Boston,  Mass 

Admin 

142 

Wickes  Companies 

Emil  L  McNeely 

(62) 

471 

74 

223 

— 

768 

16 

10 

Pattonsburg,  Mo 

M 

600 

Willamette  Inds 

Gene  D  Knudson 

(64) 

273 



11 



283 

31 

7 

Washtucna,  Wash 

Pre 

276 

Williams  Companies 

Joseph  H  Williams 

(48) 

413 

44 

96 

_ 

553 

22 

2 

Tulsa,  Okla 

Of 

471 

Winn-Dixie  Stores 

Bert  L  Thomas 

(63) 

381 







381 

35 

15 

Malad,  Ida 

Admini 

745 

Wisconsin  Elec  Pwr 

Charles  S  McNeer 

(55) 

178 

2 

6 

_ 

187 

31 

5 

Gilbert,  W  Va 

T 

610 

Witco  Chemical 

William  Wishnick 

(56) 

274 

3 

2 

— 

279 

31 

9 

New  York,  NY 

Admin 

416 

F  W  Woolworth 

Edward  F  Gibbons 

(61) 

424 

— 

— 

424 

7 

4 

Boston,  Mass 

68 

Xerox 

C  Peter  McColough 

(58) 

759 

1 18 

135 

1,013 

26 

13 

Halifax,  Can 

508 

Zale 

Donald  Zale 

(48) 

320 

27 

347 

26 

10 

Wichita  Falls,  Tex 

M 

515 

Zapata 

B  John  Mackin 

(63) 

341 

3 

343 

2 

2 

Dallas,  Tex 

206 

Zayte 

Maurice  Segall 

(52) 

629 

8 

637 

3 

3 

Joliette,  Can 

441 

Zenith  Radio 

Revone  W  Kluckman 

(52) 

328 

20 

57 

406 

14 

1 

Mound  City,  SD 

541 

Zions  Utah  Bancorp 

Roy  W  Simmons 

(65) 

162 

25 

140 

327 

27 

15 

Portland,  Ore 

Admin 

'For  FORBES  definitions  and  methodology  see  page  11-+ 

56Succeeded  by  Gordon  A  Walker. 

1/1/81. 

"Succeeded  by  Daniel  P  Davison,  1/1/81. 
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why  the  lis  n  mm; 

IS  m  GREAT  IN 
HE  LATE  AFHMHV 


Doug  Poling  with 
'Today  in  Business" 


Every  weekday  in  the  late-after- 
noon and  early-evening  hours, 
CBS  Radio  presents  an  array  of 
programming  so  high-powered 
you  won't  find  the  like  of  it  any- 
where else  in  radio. 
For  example: 

THE  REASONER  REPORT. 
Harry  Reasoner— witty  percep- 
tive, astute,  original  and  above 
all,  topical.  He's  on  "60  Minutes" 
once  a  week,  but  five  times 
weekly  on  your  local  CBS  Radio 
affiliate. 

DAN  RATHER  REPORTING. 
When  you  hear  Rather's  commen- 
tary on  this  weekday  broadcast, 
you're  hearing  him  at  his  incisive 
best.  Thoughtful,  probing  news 
analysis. 

TODAY  IN  BUSINESS.  CBS 
News  Correspondent  Doug  Poling 
unravels  financial  news  with  rare 
simplicity  and  clarity. 

THE  WORLD  TONIGHT.  A 
comprehensive  wrapup  of  the 
events  that  matter  most  to  most  of 
us  every  weekday.  CBS  News 
correspondents  around  the  world 
report  in;  Douglas  Edwards  is  the 
award-winning  anchorman. 

In  addition,  your  local  CBS 
Radio  Network  affiliated  station 
comes  up  with  all  kinds  of  other 
valuable  information  you  need  to 
know— traffic,  sports,  weather, 
and  what's  happening  around  the 
comer.  Late  afternoon  and  early 
evening?  Make  it  your  time  of  day 
with  us. 


CBS  RADIO 
NETWORK 


The  Competitive  Edge 


mm 


Accountants  are  beginning  to  worry  that 
their  smaller  clients  are  being  unfairly  pe- 
nalized by  disclosure  overkill. 


The  world 
according  to  GAAP 


of 


By  Jay  Gissen 


M'o  ONE  SAID  IT  WAS  EASY  for 
General  Motors  or  IBM  to  re- 
main always  in  compliance 
with  the  voluminous  Generally  Ac- 
cepted Accounting  Principles.  But 
what  the  accounting  profession  is  be- 
ginning to  realize  is  that  it's  even 
tougher  for  small  businessmen  to  live 
with  GAAP.  "When  the  FASB  devel- 
ops standards,  they're  probably  devel- 
oped with  larger  companies  in  mind," 
says  Harvey  Moskowitz,  Seidman  & 
Seidman's  national  director  of  ac- 
counting. "Sometimes  the  standards 
they  develop  are  too  costly  and  com- 
plicated for  smaller  businesses." 

Stanley  Scott,  chairman  of  the 
American  Institute  of  Certified  Public 
Accountant's  new  Special  Committee 
to  Study  Accounting  Standards  Over- 
load, agrees.  "There's  a  strong  feeling 
that  a  lot  of  the  standards  emanating 
from  the  standards  setters  do  not  real- 
ly have  an  applicability  to  small  or 
privately  held  companies,"  he  says. 
Small  businessmen  also  agree: 
•  Privately  held  Dierckx  Equip- 
ment Corp.  (annual  sales:  $25  million) 
does  a  lot  of  leasing  as  part  of  its 
equipment  business.  GAAP  requires 
that  those  leases  be  capitalized,  and 
that  has  placed  Dierckx  in  the  middle 
of  a  catch-22  with  the  banks.  If  it 
doesn't  capitalize  its  leases,  it's  not  in 
compliance  with  GAAP,  and  the  bank 
may  not  like  that.  If  it  does  capitalize 
leases,  its  leverage  ratio  looks  a  lot 
worse,  and  the  banks  may  not  like 
that.  Not  only  does  this  GAAP  re- 
quirement endanger  Dierckx'  credit 
rating,  but  the  cost  of  complying  with 
that  one  requirement  is  $7,500  annu- 
ally. Says  Financial  Vice  President 
Ray  Romano:  "It's  just  a  paper  entry. 
It's  immaterial.  But  it  adds  a  lot  of 
bookkeeping  time.  Our  auditors  must 


spend  at  least  three  days  just  going 
through  the  lease  transactions,  and 
without  that  requirement  that 
wouldn't  be  necessary." 

•  New  Brunswick  Scientific  Co., 
Inc.  (annual  sales:  $16  million)  has  two 
accountants  and  a  small  bookkeeping 
staff.  Keeping  up  with  the  slew  of 
GAAP  requirements  has  become  a  sig- 
nificant time  problem.  Controller 
Steve  Rothstein  finds  GAAP  burden- 
some and  costly.  "It's  impossible  to 
keep  up  with  it  all,"  he  says. 

•  AW  Computer  Systems,  Inc.  (an- 
nual sales:  $3  million)  has  a  staff  of  22 
people.  Before  it  went  public  last  year, 
an  accountant  used  to  come  in  once  or 
twice  a  year  and  a  bookkeeper  han- 
dled the  ledger.  Now  it  spends  $70,000 
annually  for  public  reporting.  The  an- 
nual report  has  12  footnotes  covering 
7  full  pages.  Says  Controller  Brad 
Smith:  "It's  a  terrible  burden.  There's 
an  awful  lot  of  disclosure  and  I'm  not 
really  too  sure  that  it's  all  that  infor- 
mative to  the  readers  of  the  state- 
ments. What's  going  on  here?" 

Now  some  accounting  firms  are  ex- 
ploring the  possibility  of  creating  a 
sort  of  "little  GAAP"  for  small  com- 
panies. That  might  disturb  statement 
users  like  bankers  and  investors,  but 
there  need  be  no  significant  informa- 
tion loss  if  little  GAAP  were  intelli- 
gently designed,  the  firms  argue. 


Numbers  Game 


This  may  be  easier  said  than  done 
however.  Take  the  obvious  task 
defining  "small,"  for  instance.  The) 
logical  source  for  such  a  definition 
the  FASB,  doesn't  have  one.  Inflation 
might  make  any  dollar  cutoff  mean- 
ingless in  a  short  time,  it  feels.  A  spl 
between  publicly  held  and  privately 
owned  companies  wouldn't  do  the 
trick  either.  After  all,  some  private 
companies  are  huge  and  some  public 
ones  are  tiny. 

Then  there  is  the  thorny  question! 
of  which  disclosure  requirements  tc 
drop.  Although  most  accounting  firms 
agree  that  some  disclosure  require 
ments  are  too  severe  for  small  busi 
nesses,  they  differ  widely  as  to  which 
ones  are  painful  enough  to  alter.  Wherj 
it  comes  to  measurement  principle 
the  rules  for  reporting  that  affect  the- 
bottom-line  performance  of  a  com 
pany — the  disagreements  are  strong 
Says  Seidman's  Moskowitz:  "Onl} 
chaos  could  result  from  using  differenl 
measurement  principles  for  small  ana 
large  companies,  because  users  wouk 
be  thoroughly  confused.  It  would  cer 
tainly  raise  credibility  questions 
about  the  financial  statements. 

Proponents  of  alternate  measure 
ment  standards  for  small  companie 
claim  that  such  confusion  could  b« 
avoided  if  the  alternative  principle; 
were  sanctioned  by  the  standards  set 
ters  and  limited  to  a  well-define 
group.  "There  are  some  of  us  in  th( 
profession  that  feel  we  should  at  leas 
take  a  good  look  at  whether  we  can 
develop  alternative  measuremeni 
principles,"  says  Charles  Chazen, 
partner  at  Laventhol  &  Horwath.  "No| 
all  clients  are  quite  the  size  of  GM." 

Certainly  for  clients  smaller  tha^ 
GM,  many  principles  seem  near! 
useless.  Take,  for  example,  FASl 
Statement  13,  Accounting  for  Leases 
issued  in  1976.  Capitalizing  a  leasi 
changes  the  net  income  of  a  company 
but  to  small  companies  with  fev 
leased  items  that  don't  normally  neei 
the  accounting  manpower  to  do  th 
test  procedure,  FASB  13  is  an  unnec 
essary  complication.  Says  New  Bruns 
wick  Scientific  Controller  Rothstein 
"Things  like  lease  capitalization  arl 
impossible  for  a  small  firm  to  admin 
ister  with  a  small  staff.  It's  putting 
tremendous  strain  on  us  just  to  kee 
current  with  the  regulations." 

"On  one  hand,  if  I  leave  his  figure 
in  and  take  exception  to  GAAP  in 
footnote,  he  gets  all  upset  and  says 
'What  do  you  mean  I'm  not  reportini  l 
correctly?'  "  says  Terry  Most,  a  pari 
ner  at  Most  &  Horowitz,  a  sm 
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dison  Avenue  firm  whose  largest 
nt  has  annual  sales  of  $15  million, 
t  if  I  make  all  the  changes,  he 
l't  even  recognize  his  own  num- 
>.  I'd  have  to  spend  a  few  hours 
laining  and  a  few  hours  to  do  all 
new  calculations.  We  might  have 
doubled  his  accounting  fee." 
hat  doesn't  sit  well  with  the 
ill-business  owner  who  only  uses 
statements  as  part  of  the  formality 
et  a  loan  from  the  bank.  The  bank 
sn't  necessarily  care  to  see  GAAP 
ements — in  many  cases,  it  would 
■atisfied  with  a  representative  al- 
lative — but  pressure  within  the  in- 
try  and  GAAP's  "golden  rule" 
xtation  can  make  the  bank  balk 
:n  it's  not  applied. 
)me  other  FASB  statements  that 
n  come  into  question  include 
ipensated  absences  and  capitaliza- 
.  of  interest  costs  which  many 
:titioners  feel  are  accounted  for 
orally  anyway.  Says  Most:  "An  ex- 
se  is  an  expense  and  I  accrue  it. 
if  you  go  to  a  small  businessman 
tell  him  that  his  bookkeeper  has 
:rack  compensated  absences,  he 

'the  hell  with  you.'  " 
'hat's  more,  there  have  been  many 
iplaints  that  auditing  procedures  as 
hole  have  also  been  designed  for 
er  companies  that  have  a  fairly  ex- 
;ive  segregation  of  accounting  du- 
The  AICPA  is  aware  of  the  prob- 
and is  looking  at  ways  to  fix  it. 
>  Dan  Guy,  director  of  auditing  re- 
cti: "You  can't  apply  a  large-client 
it  approach  in  a  small-business  set- 
.  It  doesn't  work."  Still,  that  large- 
it  approach  is  applied  in  many 
s — whether  it  works  well  or  not. 
Ithough  these  difficulties  have 
1  an  issue  for  several  years,  until 
'  the  AICPA  and  FASB  have  been 
essing  them  at  a  glacial  pace.  Fi- 
y,  last  year,  the  AICPA  offered  two 
gories  of  membership,  one  for  pub- 
ompany  practitioners  and  one  for 
ate  ones.  A  step.  The  FASB  also 
itted  that  it  just  isn't  necessary  for 
ate  companies  to  report  earnings 
share.  Another  step.  And  supple- 
ital  current  value  accounting  is 
'  required  for  the  top  1,500  or  so 
lie  companies.  Progress. 
We're  trying  to  understand  the 
>lems  and  their  underlying  causes 
er,"  says  Glen  Hildebrand,  the 
B's  assistant  director  of  research 
technical  activities,  "but  we've 
hed  no  conclusions."  Clearly,  the 
PA  and  FASB  are  going  to  have  to 
h  some  conclusions  soon.  Says  La- 
:hol  &  Horwath  partner  Edward 
rady:  "It  would  be  unrealistic  for 
i  of  those  bodies  to  ignore  it.  It's 
ig  to  happen  because  it's  got  to."  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus 


New  Issue  /  May  1 1 ,  1981 


$100,000,000 

M/A-COM,  INC. 


91/4%  Convertible  Subordinated  Debentures  Due  2006 

Interest  Payable  May  15  and  November  15 


Convertible  into  Common  Stock  of  the  Company  at  $36.50  per  share, 
subject  to  adjustment  in  certain  events. 


Price  100% 


Plus  accrued  interest,  in  any,  from  date  of  issuance 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State 


E.F.  Hutton  &  Company  Inc. 

Salomon  Brothers 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Bache  Halsey  Stuart  Shields 

Incorporated 

Bear,  Stearns  &  Co. 
Dillon,  Read  &  Co.  Inc. 
Drexel  Burnham  Lambert 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Shearson  Loeb  Rhoades  Inc. 


The  First  Boston  Corporation 
Blyth  Eastman  Paine  Webber 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 
L.F.  Rothschild,  Unterberg,  Towbin 
Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Warburg  Paribas  Becker 

A  G  Becker 


Wertheim  &  Co.,  Inc. 
Dean  Witter  Reynolds  Inc.     Alex.  Brown  &  Sons     Hambrecht  &  Quist 


THE  COST  OF 
LIVING. 

GIVE  TO  THE  AMERICAN  CANCER  SOCIETY. 


This  space  contributed  as  a  public  service 


Taxing  Matters 


John  Lennon  did  more  than  write  hit 
songs.  He  went  into  one  of  the  newest  and 
potentially  most  profitable  tax  shelters. 


Milking  the 
taxman 


By  Maurice  Barn  fatter 
and  Jon  Schriber 

Y*  oko  Ono  was  no  slouch  at 
finding  tax  shelters  for  John  Len- 
non's  $150  million  fortune.  In- 
deed, she  was  one  of  the  first  to  recog- 
nize the  tax  benefits  from  owning 
cows.  That's  right,  cows.  She  has  about 
250  prime  Holstein  cows  chewing  the 
cud  on  upper  New  York  State  farms. 
Value:  around  $7.5  million. 

Of  course,  Yoko  Ono  wouldn't  see 
it  quite  like  that.  No  tax  shelter  here. 
More  an  investment  with  tax  bene- 
fits, according  to  close  adviser  George 
Teichner,  a  Madison  Avenue  lawyer. 
"I  know,"  he  says.  "I'm  sitting  here 
with  her  income  tax  returns  in  front 
of  me." 

Whatever  the  label,  one  thing  is 
clear:  In  the  early  Seventies  Teichner 
and  friend  George  Morgan,  a  dairy 
farmer,  formed  Dream  Street  Hol- 
steins  Inc.,  in  Walton,  N.Y.,  as  an  in- 


vestment vehicle  in  dairy  cows.  Natu- 
rally, Teichner's  friend  Yoko  Ono  be- 
came involved  with  their  schemes. 
She  would  have  been  foolish  not  to, 
once  she  saw  the  tax  advantages  in 
the  cow  business.  First,  there  is  a  10% 
federal  investment  tax  credit  when 
you  buy  the  cow.  Then,  New  York 
State  gives  you  another  4%.  Finally, 
you  can  treat  the  cows  like  manufac- 
turing equipment  when  it  comes  time 
to  figure  your  depreciation.  Keep  the 
cow  seven  years  and  you  maximize 
those  benefits.  While  waiting,  all  op- 
erating expenses  like  feeding  and  run- 
ning the  barn  are  deductible  as  legiti- 
mate business  expenses. 

All  the  while  the  taxman  is  helping 
you  pay,  the  cows  are  working  for  you 
too,  by  breeding  their  bovine  hearts 
out.  And  the  scientists  can  give  them 
a  rather  spectacular  helping  hand  in 
that  area  through  the  process  of  em- 
bryo transplants  (even  the  frozen  se- 
men is  deductible).  In  the  past  few 


Yoko  Ono  contemplating  her  portfolio 

Embryo  transplants  turn  cud-chewing  farm  animals  into  cash  cows. 
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years  it  has  become  feasible  for  one 
exceptional  donor  cow  to  produce  an 
average  of  3  to  5  and  up  to  20  offspring 
with  each  superovulation.  It's  a  sim 
pie  process  in  which  the  cow's  ovaries 
are  stimulated  by  iniecting  hormones 
into  her  bloodstream,  causing  the  pro 
duction  of  multiple  eggs.  These  ova 
are  taken  from  the  donor,  artificially 
fertilized,  and  each  fetus  is  transferred 
to  individual  brood  cows. 

Says  Frank  Wood,  who  in  1979 
bought  Dream  Street  after  Teichner 
and  Morgan  had  a  personality  clash 
and  sold  the  firm:  "We  have  animals 
that  expect  50  calves  a  year."  In  fact, 
Dream  Street  has  its  own  staff  veter 
inanan  and  embryologist  making  up) 
to  45  transplants  a  week,  of  which) 
60%  to  70%  result  in  pregnancies. 
"All  you  need  to  do  is  keep  grinding 
out  the  embryos,"  says  George  Mor 
gan,  hands  rotating  like  a  flour  mill.  I 

Wood  continues:  "I  sell  embryos  foi 
more  than  $10,000.  That  includes  the 
recipient  [or  brood  cow]."  There's  aj 
good  reason  for  such  high-priced  em 
bryos.  Last  fall  a  cow  fetched  a  record! 
$300,000.  That  topped  the  previous^ 
record  of  $250,000  for  a  cow  sold  by| 
none  other  than  John  Lennon.  Admit 
tedly  these  animals  are  the  elite  of  thd 
Holstein  world.  Out  of  the  10  million 
bred  in  the  U.S.,  only  about  1.5  miln 
lion  are  registered.  Over  21,000  were 
sold  at  auction  last  year,  and  theiij 
average  price  was  $2,700  a  head 
Some  130  animals  went  for  $20,00C| 
each  or  higher. 

Clearly  there's  a  huge  potential  cap 
ital  gain  from  buying  a  pedigree  eml 
bryo  for,  say,  $10,000  and  selling  it  foJ 
$300,000.  What's  more,  the  cows  at 
Dream  Street  produce  rivers  of  milk 
Last  year,  one  of  Frank  Wood's  cows 
with  over  40,000  pounds  of  milk,  was 
the  highest  milk  and  butter-fat  pro 
ducer  in  the  U.S.  That's  about  twic« 
what's  considered  a  good  average 
Says  he:  "Her  daughter  has  a  shot  at) 
45,000  pounds  of  milk  this  year." 

You  don't  even  have  to  be  superrich 
like  Lennon  to  walk  on  Dream  Streetl 
In  addition  to  buying  the  cows,  all  yoi^ 
do  is  pay  Dream  Street  a  management 
fee.  Sometimes  the  farm  receives 
some  form  of  compensation  for  anf 
offspring,  but  more  frequently  it  just 
keeps  the  milk.  On  balance,  it's  a  reld 
tively  new  and  potentially  lucrative 
way  of  converting  income  into  capital 
gain  while  taking  tax  deduction^ 
along  the  way.  "Basically,  you're) 
working  with  a  money  tree,  and  it's1 
just  a  question  of  keeping  the  cow 
alive,"  says  Morgan.  ■ 
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Mode  in  Brazil. 

A  phrase  growing 
more  familiar  with  every 
passing  year. 


Swift  Independent,  an  old  company  re- 
born, could  very  well  be  a  case  of. . . 

Synergy 
in  reverse 


Swift's  Copeland  and  some  4-footed  friends 

For  the  first  time  in  years,  competitive  labor  costs. 


By  James  Cook 

EVEN  THE  UNDERWRITERS  WERE 
caught  short  a  month  or  so 
back  when  the  initial  2.75  mil- 
lion-share stock  offering  of  Swift  In- 
dependent Corp. — Esmark's  former 
fresh  meat  division — wound  up  over- 
subscribed. Why  would  anyone  want 
to  put  his  chips  on  the  long-ailing 
meatpacking  business?  Esmark  had 
earlier  tried  and  failed  to  sell  the  com- 
pany to  investors  in  Europe  and  to 
Swift's  principal  labor  union,  and  ev- 
eryone figured  that,  if  anything,  Swift 
would  be  a  retail  stock — for  private 
and  not  necessarily  very  sophisticated 
investors.  Instead,  50%  of  the  offering 
went  to  institutional  investors. 

"I  guess  they  must  have  understood 
what  we  were  doing,"  says  John  A. 
Copeland,  the  tall,  stocky  57-year-old 


former  Swiftman  who  now  heads  up 
the  company.  For  most  of  the  33  years 
that  Copeland  has  been  with  the  com- 
pany, Swift  has  steadily  lost  ground, 
but  Copeland  has  determined  it  will 
lose  ground  no  more.  "We  didn't  just 
trim  down  the  company  so  it  could 
survive,"  he  says.  "We  got  it  in  a 
position  where  we  could  get  it  grow- 
ing again. 

"Esmark  agreed  to  let  us  select  the 
operating  units  and  even  businesses 
we  wanted  to  take  into  the  new  cor- 
poration," Copeland  explains.  "Any 
units  that  were  not  profitable,  or  were 
marginal  or  likely  to  cause  any  future 
problems — they  said,  'Leave  that  with 
us.  We'll  be  responsible  for  any  loss 
associated  with  it.'  It  was  a  once-in- 
a-lifetime  opportunity — for  a  large 
corporation  that's  been  in  business 
126  years — to  say,  I  don't  want  this 


particular  sales  unit  or  that  plant 
Shorn  of  its  problems,  Swift  lool 
surprisingly  healthy.  In  its  latest  fiscj 
year  (ended  last  October)  it  earn 
$3.99  a  share— $19.9  million,  or  ju 
under  1%,  on  its  $2.1  billion  in  sale) 
That  compares  reasonably  well  wil( 
the  1.1%  that  the  industry's  new  g 
ant,  Iowa  Beef,  earned  on  $4.6  billui 
in  the  last  year. 

Certainly  Esmark  gave  Swift  evej 
chance  to  prove  what  it  could  do  a 
its  own.  For  one  thing,  it  made  Swj 
responsible  only  for  the  people  wH 
stayed  on  with  the  new  company;  E 
mark  also  fully  funded  the  compan> 
pension  program  for  the  first  timi 
"So  our  pension  expense,"  Copelar 
says,  "immediately  dropped  $4.9  mi 
lion  a  year."  Then,  too,  Esmark  ai 
sumed  responsibility  for  junking  tl 
properties  Copeland  decided  werer] 
viable  and  assumed  all  the  costs  i 
volved  in  closing  a  number  of  Swifl 
other  plants,  including  several  it  i: 
tended  to  reopen.  Best  of  all,  Esma: 
in  effect  sold  Swift  $166.5  million 
fresh  meat  assets  for  $100  millid 
thereby  giving  Swift  a  semiperm 
nent  tax  advantage.  Swift  wrote  dovi 
its  physical  assets  by  the  amount 
the  difference  and  in  so  doing  cut  i 
depreciation  charges  by  $9  million 
year.  The  writedown  was  for  boi 
purposes,  not  tax  purposes,  howevj 
so  that  Swift  will,  in  effect,  have 
28.5%  tax  rate  on  the  earnings  it  a 
quired, ns".  the  normal  46% .  "Of  courj 
that  will  rise  as  we  make  new  inve; 
ment, "  Copeland  says.  "We'll  probab 
average  a  32%  tax  rate  for  the  ne 
three  years."  Swift  plans  to  spend  $: 
million  in  the  next  two  years. 

Most  important  of  all,  the  deal  w 
enable  Swift  at  long  last  to  bring  : 
sky-high  labor  costs  back  in  line  wi 
those  of  its  competitors.  Take  the  t 
Moultrie,  Ga.  pork  plant.  Esmai 
closed  the  plant  last  April  because, 
claimed,  it  could  not  compete  wi 
the  labor  costs  of  the  other  maj 
packer  in  the  area,  Sunnyland  Pac 
ing.  Sunnyland  had  a  contract  wi 
the  local  unit  of  the  United  Food 
Commercial  Workers.  Swift,  as  a  r 
tional  packer,  was  covered  by  t 
same  union's  Master  Agreement,  a 
that  meant  it  paid  its  workers  $16 
hour,  including  fringes,  twice  as  mu 
as  its  competitors  were  paying.  Str 
ping  Swift  for  action,  Esmark  clos 
down  the  plant,  severing  its  stat 
under  the  Master  Agreement,  and 
reconstituted  Swift  reopened  it  a  it 
weeks  later.  The  UFCW  is  certain 
sue  over  a  technicality,  but  there  is 
way,  Copeland  says,  it  can  win. 
they  are  successful,  they  lose  th 
jobs.  We  will  have  a  competitive  cc 
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lathering  up  trees  as  it  cuts  them,  our  new  feller-buncher  reduces 
matter,  groups  production  for  fewer  pickup  stops  by  the  skidder. 
•own  the  road,  the  same  machine  converts  to  a  truck-loading 
eelboom.  Product  development  derives  as  much  from  overall  systems 
nalysis  as  from  basic  research — and  the  743A  shows  how  our 
quipment  owners  benefit  from  both.  Inquiries  about  our  product 
le  and  company  are  welcome.  John  Deere,  Moline,  Illinois  61265. 


When  a  family  can 
tecome  a  nationwide  giant 
just  a  few  short  years... 

must  be  USLIFE. 


USLIFE  Corporation  is  one  company  that's  really 
ng  places.  And  fast.  In  the  East. ..in  the  West.. .and 
a  lot  of  places  in  between. 

It's  the  family  of  nine  life  insurance  and  other 
ited  financial  services  companies  that  now  has 
3  billion  in  assets.  A  family  that  began  with  assets  of 
>3  million  in  1966.  It's  a  family  that  already  ranks 
iway  in  the  Fortune  50.  And  one  that's  helping  to 
jre  America's  families  in  a  lot  of  different  ways. 

i  insurance  is  the  main  force. 

The  astonishing  growth  of  USLIFE  is  no  acci- 
I.  It  was  all  part  of  a  pre-determined  plan.  You  see, 
recognized  long  ago  that  our  greatest  growth  po- 
tial  was  in  the  life  insurance  business.  So  we've  al- 
i/s  known  which  direction  our  business  should  take. 

Today,  according  to  the  most  recent  rankings, 
_IFE  is  second  among  all  stock  life  insurance 
npanies  in  sales  of  ordinary  life.  Among  the  approxi- 
}ely  1,800  stock  and  mutual  companies,  we  rank 
nth.  So,  by  any  standard,  USLIFE  is  a  giant.  And 
ay,  we  derive  over  97%  of  our  income  from  life 
jrance  operations.  You  can  see  how  important  life 
jrance  is  to  the  health  of  USLIFE. 

n  we  put  ourselves  on  the  map. 

It  took  more  than  planning  to  achieve  USLIFE's 
|/vth  record.  It  took  a  product  line  that's  recognized  as 
Jig  among  the  most  innovative  and  competitively  priced 
pe  life  insurance  industry. 

It  also  took  a  company  that's  marketing-oriented 
i  top  to  bottom.  Which  means  USLIFE's  manage- 
ht  listens  closely  to  what  the  marketplace  wants 
needs.  And  delivers  it— fast.  It's  this  ability  to  move 
and  to  precisely  target  marketing  efforts  that  sets 
|.l FE  apart. 

Want  to  learn  more  about  the  giant  that's  on  the 
ye  in  more  ways  than  one?  Then  ask  for  a  copy  of  our 
fual  report  and  latest  quarterly  earnings.  Just  write  to 
ttartment  M,  USLIFE  Corporation,  125  Maiden  Lane, 
U  York,  N.Y.  10038,  or  call  212-425-8010,  extension  369. 


OUR  FAMILY  OF  COMPANIES. 


Life  Insurance 

The  United  States  Life 
Insurance  Company 

USLIFE  Life  Insurance 
Company  of  California 

USLIFE  Credit  Life 

Great  National  Life 

Old  Line  Life  

All  American  Life 

Lincoln  Liberty  Life 

Sooner  Life 

Security  of  America  Life 


Financial  Services 

USLIFE  Advisers,  Inc.  

USLIFE  Credit  Corporation 

USLIFE  Equity  Sales  

USLIFE  Realty  

USLIFE  Real  Estate  Services 

USLIFE  Systems  

USLIFE  Title  Insurance 
Company  of  Dallas 

USLIFE  Title  Insurance 
Company  of  New  York 


IMJFE 

life  is  a  family  affair 

USLIFE  Corporation 

125  Maiden  Lane.  New  York,  NY  10038 


tract,  and  it  will  be  a  local  contract. 
There's  no  way  we  could  continue  to 
operate  under  these  Master  Agree- 
ment contracts." 

Swift  has  adopted  a  similar  strategy 
for  the  beef  plants  that  it  closed  in 
Des  Moines,  Iowa;  Guymon,  Okla.; 
and  Clovis,  N.M.  Des  Moines  has  al- 
ready reopened,  so  far  without  union 
representation,  and  so  has  Guymon, 
with  a  local  contract.  Clovis  will  re- 
open with  a  local  contract  when  the 
cattle  cycle  improves.  The  result, 
Copeland  says,  is  that  Swift's  labor 
costs — hourly  costs,  fringe  benefits, 
the  works — are  going  to  be  competi- 
tive for  the  first  time  in  over  a  decade. 
"What  we  are  saying  now  is  that  we 
will  reopen  these  plants  only  when  we 
are  competitive." 

If  nothing  else,  Esmark  gave  Cope- 
land  plenty  of  incentive  to  get  Swift's 
business  growing  again.  As  part  of  the 
deal,  Copeland  and  a  group  of  four 
other  top  executives  were  given 
155,000  shares  of  nonvoting  com- 
mon, convertible  after  1983  into  vot- 
ing common  on  a  share-for-share  ba- 
sis. Copeland's  50,000-share  stake 
was  worth  $750,000  at  the  offering 
price  of  15,  but,  of  course,  that's  theo- 
retical. "I've  got  to  earn  that,"  Cope- 
land says  briskly.  But  the  potential 
clearly  is  considerable.  What  if  Swift's 
multiple  began  to  move  up  from  less 
than  4  currently  to  the  10  or  so  at 
which  Iowa  Beef  is  selling' 

And  why  not?  With  Esmark's  diver- 
sified operations  cut  off,  Swift  will  be 
free  to  devote  all  its  capital  and  man- 
agerial resources  to  its  basic  meat 
business — something  Esmark  was 
disinclined  to  do  once  it  branched  out 
into  oil,  chemicals,  synthetic  bacon, 
and  brassieres.  Like  most  of  the  other 
old-line  meatpackers — Wilson,  Cud- 
ahy,  Morrell,  Armour — Swift  suffered 
from  being  the  poor  relation  of  a  big 
conglomerate. 

"The  conglomerates  didn't  buy 
these  packers  for  their  fresh  meat  op- 
erations," Copeland  explains.  "They 
said,  'All  we've  got  to  do  is  put  some 
marketing  people  in  the  area  and  turn 
that  1-cent  [commodity]  profit  mar- 
gin into  3  cents  [for  consumer  brand- 
ed products).'  Well,  it  wasn't  that 
easy,  and  they  found  that  they  bought 
facilities  that  were  rapidly  becoming 
obsolete.  So  they  just  stopped  invest- 
ing, especially  in  beet. 

"The  people  here  now,"  Copeland 
goes  on,  "are  absolutely  committed  to 
the  commodity  fresh  meat  business. 
Those  people  at  Esmark  wanted  to 
move  into  consumer  branded  prod- 
ucts. That  created  problems  for  us — 
with  our  customers,  the  morale  of  the 
employees,  attracting  the  right  kind 


of  people  and  getting  the  funds  to 
keep  us  competitive." 

Swift  got  off  to  a  somewhat  slow 
start  in  the  fiscal  year  that  started  last 
October.  First-quarter  earnings  were 
down  a  bit  and  Copeland  will  be  lucky 
to  match  last  year's  high  earnings  as 


long  as  falling  production  and  risin 
hog  prices  continue  to  put  the  squeez 
on  processor  margins.  As  a  result,  th 
stock  is  off  a  bit  from  its  offerin 
price.  But  for  stockholders  with  p; 
tierice,  Swift  Independent  could  be  a 
intriguing  situation.  ■ 


By  Jeff  Blyskal 


Starry-eyed  investors  are  throwing  caution 
to  the  winds  and  pouring  money  into 
orange  rinds,  egg  shells  and  milk  cartons. 

Glittering, 
glamorous 
garbage 


pany  denies  the  accusations.  In  19/1 
former  SCA  President  Christophj 
Recklitis  was  sued  by  SCA  for  $2 
million  in  overpayments  he  alleged! 
made  for  landfill  sites  in  Massachl 
setts  and  New  York  in  which  he  ha 
an  undisclosed  interest.  And  SC 
Chairman  Thomas  Viola  has  "flat] 
denied"  allegations  made  before 
congressional  hearing  that  "I  or  SC 
has  a  relationship  with  organiz< 
crime." 

What  then  does  Wall  Street  find 
captivating  about  the  garbage  bui 
ness?  Dean  Buntrock,  chairman 
Waste  Management,  gives  this  exp] 
nation:  It's  a  repeat  of  the  early  Seve 
ties  when  environmentalists'  fervi 
spurred  stiffer  antipollution  legisl 
tion.  The  big  three  benefited  mighti 
from  that,  posting  giant  earnings  a 
revenue  gains.  Then  they  took  tin 
overinflated  stock  and  went  on 
buying  spree,  each  picking  up  a  hx 
dred  or  so  smaller  trash  haulers 
little  more  than  a  year. 

So  Dean  Buntrock  didn't  have  to 
hit  over  the  head  in  1976  when 
saw  Congress  pass  tougher  standai 
for  the  disposal  of  hazardous  cher 
cals.  "It  was  very  logical  that  the  sai 
thing  that  happened  in  solid  waj 
would  happen  in  hazardous  chemii 
waste,"  says  the  50-year-old  Bi 
trock,  "and  it  did." 

Last  November,  the  Resource  Cc 
servation  and  Recovery  Act  (RCP 
went  into  full  effect  and  the  big  th: 
enjoyed  another  wave  of  speculate 


T|he  public  notion  of  the  gar- 
bage business  is  that  it  is  a  safe 
haven  for  the  indolent  when  run 
by  municipalities  or  else  a  playground 
for  the  Mafia  when  private  carters  are 
involved. 

But  investors  have  recently  begun 
to  view  the  industry  in  a  different 
light.  Waste  disposal  is  one  of  today's 
hot  new  glamour  industries.  It  has 
become  a  $10  billion  business,  double 
what  it  was  in  1970  and  expanding  at 
a  15%-to-20%  annual  rate.  An  esti- 
mated 65%  of  all  U.S.  garbage  is  dis- 
posed of  by  private  industry,  not  least 
because  it  gets  the  job  done  for  30% 
less  than  municipalities,  according  to 
a  1977  Columbia  business  school 
study.  The  industry's  publicly  held 
leaders — $560  million  (sales)  Waste 
Management,  Browning-Ferris  Indus- 
tries with  sales  of  $553  million,  and 
SCA  Services  with  $230  million 
sales — have  generally  grown  even 
faster  than  that  15%,  as  much  as  42% 
a  year.  And  all  this  has  sent  the  big 
three's  stock  through  the  roof. 

What  makes  this  especially  striking 
is  that  corruption  and  organized 
crime  have  historically  cast  a  dark 
shadow  on  the  industry.  A  prime  ex- 
ample is  SCA,  some  of  whose  units 
have  been,  closely  connected  to  the 
Mafia  in  New  York  and  New  Jersey, 
according  to  testimony  given  last  year 
before  the  New  York  State  Senate  Se- 
lect Committee  on  Crime.  The  com- 
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These  Debentures  have  been  sold  outside  the  United  States.  This  announcement  appears  as  a  matter  of  record  only. 

May  1981 

$15,000,000 

CSWI  INTERNATIONAL  FINANCE  N.V 

9%  Convertible  Subordinated  Guaranteed  Debentures  Due  1996 

Convertible  into  Common  Stock  of,  and  Guaranteed  on  a  Subordinated 
Basis  as  to  Payment  of  Principal,  Premium,  if  any,  and  Interest,  by 

COMMERCE  SOUTHWEST  INC. 


Shearson  Loeb  Rhoades  Kleinwort,  Benson  Limited 

International  Limited 

Wood  Gundy  Limited 

ihli  Bank  of  Kuwait  (K.S.C.)  Arnhold  and  S.  Bleichroeder,  Inc. 

ehe  Halsey  Stuart  Shields  Inc.  Banca  Coinmerciale  Italiana  Banca  del  Gottardo 

nk  Brussel  Lambert  N.V.  Bank  Gutzwiller,  Kurz,  Bungener  (Overseas) 

Limited 

nk  Leu  International  Ltd.  Bank  Leumi  le-Israel  Group  Banque  Generale  du  Luxembourg  S.A. 
nque  du  Rhone  et  de  la  Tamise  S.A.  Banque  Worms  Baring  Brothers  &  Co., 

Limited 

yerische  Hypotheken-  und  Wechsel-Bank  Bergen  Bank 

Aktiengesellschaft 

pfa  Eastman  Paine  Webber  International  James  Capel  and  Co.  Cazenove  &  Co. 

Limited 

ase  Manhattan  Chemical  Bank  International  Group  Christiania  Bank  og  Kreditkasse 

icorp  International  Group  Continental  Illinois  de  Zoete  &  Bevan 


Limited 


ixel  Burnham  Lambert  Fox-Pitt,  Kelton  and  Partners  Fuji  International  Finance 

Incorporated  Limited 

ina  International  Ltd.  Genossenschaftliche  Zentralbank  AG 

Vienna 

mpement  des  Banquiers  Prives  Genevois        Handelsbank  N.W.  (Overseas)         Kredietbank  N.V. 

Limited 

wait  Foreign  Trading  Contracting  &  Investment  Co.  (S.A.K.)  Lazard  Freres  &  Co. 

CB  International  B.  Metzler  seel.  Sohn  &  Co.  Mitsubishi  Bank  (Europe)  S.A. 

Limited 

p  Nikko  Securities  Co.,  (Europe)  Ltd.  Norddeutsche  Landesbank  Nordic  Bank 

Girozentrale  Limited 

rson,  Heldring  &  Pierson  N.V.        J.  Henry  Schroder  Wagg  &  Co.        Societe  Sequanaise  de  Banque 

Limited 

irbankernas  Bank  Sparebanken  Oslo  Akershus  Svenska  Handelsbanken 

•eins-  und  Westbank  J.  Vontobel  &  Co.  Yamaichi  International  (Europe) 

Aktiengesellschaft  Limited 


this  one  bigger  than  the  last.  Since  1 980 
SCA's  stock  has  climbed  from  just  6'/2 
to  20'/4;  BFI's  from  12 14  to  36lA,  and 
Waste  Management's  from  36'/«  to  a 
dizzying  123 'A.  That  makes  for  a  total 
rise  in  market  capitalization  of  some 
$  1 .9  billion.  Current  price/earnings  ra- 
tios range  from  13  to  24. 

But  while  analysts  are  falling  over 
themselves  in  the  rush  to  recommend 
these  stocks,  a  closer  look  reveals  that 
the  potential  of  chemical  waste  dispos- 
al may  not  be  all  it's  said  to  be. 

Waste  Management  is  generally  de- 
scribed as  having  "the  most  advanced 
technology"  in  chemical  dispos- 
al, about  17%  of  its  sales  volume. 
Fortune  magazine  last  year  mar- 
veled at  the  company's  "sophis- 
tication" in  the  area.  But  just 
how  sophisticated  is  the  industry 
leader?  Incineration,  resulting  in 
the  total  destruction  of  toxic 
waste,  is  the  best  presently  avail- 
able disposal  technology.  But 
such  facilities  cost  $  1 5  million  to 
$20  million  to  build,  and  aside 
from  a  ship  that  burns  certain 
toxic  materials  at  sea,  Waste 
Management  has  no  inciner- 
ation facilities  for  toxic  wastes. 

"That  only  comes  to  pass," 
says  Donald  Price,  vice  president 
of  Waste  Management's  chemi- 
cal subsidiary,  "when  the  gener- 
ator is  willing  to  pay  for  that  type 
of  technology." 

Instead,  Waste  Management's 
disposal  system  centers  on  se- 
cure landfill  sites,  acres-big  pits 
dugintothick,  impermeable  clay 
soils  and  eventually  capped. 
While  based  on  the  concept  used 
at  Love  Canal,  the  Hooker 
Chemicals  toxic  waste  disposal 
site  that  leaked  after  being  dis- 
turbed, the  "secure"  sites  are 
considerably  more  safeguarded. 

Corrosives  and  acids,  the  larg- 
est of  Waste  Management's  chemical 
streams,  are  neutralized.  What's  left 
must  go  into  a  secure  landfill.  Toxic 
wastes  are  physically  concentrated  and 
go  into  the  secure  landfill.  Ignitable 
chemicals  are  treated  and  changed  into 
supplemental  fuel  for  incineration, 
with  ash  from  that  going  into  the 
secure  landfilL 

And  a  good  amount  of  untreated 
wastes  goes  directly  into — yes — the  se- 
cure landfill. 

Waste  Management  has  sunk  $60 
million  into  landfill  sites,  equipment 
and  labs  over  the  past  four  years.  BFI, 
likewise,  has  also  invested  heavily  in 
secure  landfill  sites.  Trouble  is,  the 
secure  landfill  is  fast  on  the  road  to 
obsolescence.  Notes  one  analyst, 
"These  people  are  selling  themselves  as 


the  definitive  answer  to  the  chemical 
waste  problem.  But  they  stand  on  the 
technological  bottom  rung." 

Although  Waste  Management  just 
opened  a  new  research  center  outside  of 
Chicago,  it,  along  with  BFI  and  SCA, 
will  be  racing  against  the  chemical 
industry  itself  to  find  new  disposal 
methods.  Talk  to  David  Schoen,  engi- 
neering manager  of  Ohio's  Coulton 
Chemical  Corp.,  about  biological  deg- 
radation: "Industry  research  organiza- 
tions are  cultivating  bacteria  that  resist 
these  toxic  compounds  and  can  actual- 
ly consume  them,"  he  explains.  And 


Waste  Management  Chairman  Dean  Rnntrock 
"You  wouldn't  invest  $60  million 
without  the  regulations." 


last  year  Goodyear  Tire  &.  Rubber  came 
up  with  a  process  for  detoxifying  oil 
contaminated  with  deadly  polychlor- 
inated  biphenyls  or  PCBs. 

"Our  biggest  competitors  will  be  the 
largest  generators  of  waste,"  says  Price. 
"If  we  can't  move  quickly  enough  to 
address  the  generators'  needs,  they'll 
doit  themselves. "  One  chemical  indus- 
try solution  guaranteed  to  rob  market 
share  from  the  big  three  is  the  reduc- 
tion of  wastes,  because,  says  Dr  Daniel 
Maisel  of  the  American  Institute  of 
Chemical  Engineers,  "It's  now  going  to 
be  more  costly  to  dispose  of  them." 
Maisel  cites  anew  process  in  the  pro- 
duction of  polypropylene  plastics  that 
no  longer  throws  off  the  gooey  toxic 
waste  the  old  method  once  did. 

Recycling  will  also  reduce  output. 


Coulton  Chemical's  Schoen  again: 
"We  get  spent  sulfuric  acid  from  chemi- 
cal companies,  burn  it,  reprocess  it  and 
sell  it  back  as  good  acid.  There's  nd 
toxic  waste." 

Still,  SCA  Vice  President  Steven 
Feinstein  believes  chemical  waste  dis- 
posal could  become  a  $  1 .5  billion  mar- 
ket by  1985,  up  from  $300  milliorJ 
today.  So  Boston-based  SCA  is  anteingj 
up  $30  million  to  build  six  incineration 
and  treatment  facilities  in  the  East  over 
the  next  two  years.  Will  the  market  bej 
as  big  as  expected? 

"I  see  a  growing  market  for  the  serj 
vice  industry,"  says  Bob  Tayloa 
of  the  Environmental  Protection 
Agency,  "but  the  bulk  of  the 
work  is  going  to  remain  with  the 
industry  that  generates  and  dis- 
poses of  its  own  wastes." 

Buntrock,  like  Feinstein,  exi 
pects  the  market  to  be  there  too, 
but  he's  banking  on  RCRA.  "Yoil 
wouldn't  invest  $60  million 
without  the  regulations,"  ha 
points  out.  However,  the  Reagan 
Administration  now  has  said  it 
intends  to  review  RCRA,  and 
Washington  sources  say  thej 
White  House  is  thinking  about 
easing  up  the  rules  a  bit  for  the 
chemical  industry.  That  coulc 
reduce  overall  disposal  costs  anc 
make  it  easier  for  new  competi] 
tors  to  get  landfill  permits. 

What's  more,  as  the  big  thre< 
carve  up  the  U.S.  solid  wast« 
market,  the  10,000  other  trasl 
hauling  firms  in  the  industry  are 
getting  uneasy.  Says  Donald  R) 
Zykan  Sr.,  whose  $6  millioij 
(sales)  St.  Louis  disposal  servid 
competes  with  the  big  three) 
"BFI  is  the  vulture  at  the  presen 
time.  They're  hell-bent  on  ruffl 
ning  us  out  of  business."  Anj 
don't  forget,  the  big  three  mak 

  up  only  13%  of  the  industry,  m 

they're  at  a  disadvantage  of  sorts,  espa 
cially  if  a  number  of  regional  outfit 
decide  to  enter  the  fray. 

However,  the  fight  is  clearly  on  ii 
solid  waste.  True,  there  is  still  tW 
international  waste  disposal  and  citj 
cleaning  market.  Waste  Management 
the  leader  here,  is  currently  under  $64 
million  in  contracts  to  cities  li% 
Riyadh,  Saudi  Arabia  and  Buenos  Airel 
artd  is  low  bidder  on  another  $551 
million  in  foreign  contracts.  But  in  th! 
international  market  Waste  Manage 
ment  also  is  running  up  against  "il 
tense  competition,"  more  so  now  thj 
BFI  has  jumped  into  the  game. 

Does  all  this  add  up  to  a  multiple  of  U 
for  SCA?  of  16  for  BFI?  of  24  for  Wast 
Management?  Only  for  those  wq 
think  silk  purses  come  from  hogs. 
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Jince  the  early  1900's,  millions  of 
>olicyowners  have  gotten  to  know 
National  Life  and  Accident  as  a  friend 
)f  the  family. 


■ 


THE  NATIONAL  LI  FE  &  ACCi  I 


IATIOI 
LIFE  / 
ACCIDI 

IIMSURA 


eventeen  of  them  might 
now  the  company  it's  part  of  today... NLT. 

NLT  Corporation.  We're  insurance,  broadcasting,  entertainment,  real  estate  develop- 
ent,  data  processing,  lodging,  and  more. 

The  National  Life  and  Accident  Insurance  Company  is  part  of  the  family.  Founded 
1902,  National  Life  and  Accident  quickly  built  a  reputation  for  its  deep  commit- 
ents  to  personal  service  and  family  protection.  Today,  it  offers  complete  lines  of  indi- 
dual  life,  group  life,  group  hospitalization,  and  tax-related  plans... 
d  leads  the  way  in  offering  new  consumer-oriented  insurance  pro-         -' '  '     .  ■_  .  . 
ams  like  the  Inflation  Benefit  that  allows  life  insurance  coverage 
keep  up  with  the  cost  of  living. 

National  Life  and  Accident  is  an  important  part  of  NLT.  A  corpo- 
tion  made  up  of  interesting  people  doing  interesting  things.  And 
vays  doing  them  a  little  better  than  they're  expected  to. 
|You  never  heard  of  NLT?  Well. . .keep  listening. 


; 


NIT 


More  than  you'd  expect! 


■ 


General  William  G.  Moore  Jr.,  president  of  Emery  Air  Freight 
Attacking  or  retreating? 


Faces 

Behind  The  Figures 


Edited  by  Jefferson  Grigsby 

"The  right  to  fail" 

Ambassador  William  E.  Brock  is  noth- 
ing if  not  candid.  While  it's  increas- 
ingly clear  that  Detroit  got  little  from 
Japan's  voluntary  "limits"  on  auto  ex- 
ports to  the  U.S.  (Forbes,  May  25), 
Reagan's  chief  trade  negotiator  also 
concedes  without  hesitation  that 
there  was  at  least  one  other  winner — 
other  than  the  Japanese,  of  course:  the 
Reagan  Administration  itself. 

"We  frankly  were  concerned  only 
about  the  advent  of  a  protectionist  bill 
in  Congress  that  would  have  diverted 
us  from  the  more  fundamental  pur- 
pose of  passing  our  economic  pro- 
gram," Brock  told  Forbes  in  Los  An- 
geles late  last  month. 

Moreover,  he  says,  the  Japanese  ac- 
tion— to  limit  exports  to  1.68  million 
cars  this  year  and  next  plus  a  guaran- 
tee of  no  more  than  16.5%  of  any  U.S. 
market  growth  in  1982 — is  all  the 
help  U.S.  industry  can  expect  from 
Reagan  in  dealing  with  Japanese  im- 
ports. "We  don't  believe  Japanese  im- 
ports have  created  the  problem,"  says 
Brock,  "and  we  don't  believe  the 
elimination  of  imports  would  solve 
the  problem." 

What  would?  "It  is  now  up  to  our 
industry  to  retool,  increase  its  produc- 
tivity, increase  the  quality  of  its  prod- 


uct and  produce  it  in  a  competitive 
fashion,"  says  Brock. 

The  "limits"  decided  on  by  the  Jap- 
anese are  well  above  their  average 
sales  over  the  last  ten  years  and  only 
7.7%  less  than  the  1.82  million  cars 
they  sold  in  the  U.S.  last  year.  So,  says 
Brock,  they  should  have  no  trouble 
maintaining  at  least  18%  to  19%  of 
the  U.S.  market,  and  have  plenty  of 
opportunity  for  future  growth.  As  for 
the  U.S.  companies,  if  they  can't 
stand  the  heat,  get  out  of  the  kitchen, 
says  Bill  Brock:  "This  Administration 
believes  companies  have  to  have  the 
right  to  fail." — Kathleen  K.  Wiegner 


What's  the  strategy? 

Barring  a  couple  of  years  as  a  consi 
tant,  General  William  G.  Moore  J) 
last  big  job  was  directing  the  evacu 
tion  of  Americans  from  revolutions 
Iran  in  1978.  Now  the  former  head 
the  U.S.  Military  Airlift  Command 
directing  $553  million  (sales)  Erne 
Air  Freight's  strategic  response  to  t 
blitzing  Federal  Express  has  given  t 
air  express  market.  But  whether  tl 
strategy  is  an  attack  or  a  withdraw 
the  general  isn't  saying. 

As  Emery's  new  president,  the  C 
year-old  retired  general's  chief  de 
sion  may  well  be  whether  to  contin 
to  challenge  Federal's  dominance 
the  overnight  air  express  business 
go  back  to  concentrating  on  regu 
air  cargo.  In  1978  Emery  came  outi 
that  market  niche  to  face  direct  coj 
petition  with  Federal — but  so  far! 
hasn't  gotten  very  far  off  the  grounc 

The  signs  have  been  conflictii 
Emery  recently  mysteriously  i 
nounced  that  it  had  done  a  marl 
segmentation  study  and  "redefine 
its  marketing  strategy,  and  it  w 
spend  $40  million  on  a  new  hub  t 
minal  for  air  cargo  operations  at  D; 
ton,  Ohio.  It  is  also  beefing  up 
owned  fleet  (the  key  to  Federal's  si 
cess),  buying  12  Boeing  727s  and  o 
er  aircraft  for  $63  million.  Emery  fl 
about  half  of  its  own  cargo,  but  tl 
will  rise  to  maybe  65%  or  more  as  t 
new  planes  are  phased  in — and  it  is 
air  express  that  owned  fleets  (whi 
don't  have  to  depend  on  the  vagar 
of  airline  schedules)  are  most  cruci 

So  what's  the  strategy?  It  could 


Chief  U.S.  Trade  Negotiator  William  Brock 

If  you  cant  stand,  the  heat,  get  out  of  the  kitchen. 
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WIDE  OPEN 
FOR  BUSINESS. 


H  CHEVY  VANS. 

hey  mean  business  with  features 
)u  need  to  deliver  plenty  of  goods 
id  services. 

igher  and  wider  rear  and  side 
por  openings  than  our  two 
bsest  sales  competitors.  Up  to  4 
ches  wider  for  easy  loading  and 
lloading. 

ore  cargo  length  than  our  near 
t  sales  competitor's  regular  van  in 
e  popular  long  wheelbase  model 
own.  It  offers  a  maximum  load 
ngth  of  174"  with  the  optional 
)nt  passenger  seat  removed, 
ore  payload  in  all  five  models 
an  last  year,  ranging  from  1217 
b.  in  the  short  wheelbase  G10  to 


4199  lbs.  in  the  long  wheelbase 
G30.  Payload  includes  people, 
equipment  and  cargo. 

Better  six-cylinder  EPA  estimates 
than  last  year.  G10,  G20  Van. 

4,1  LITER  (250  CU.  IN.)  SIX 


25  ^  18 


EPA 
EST. 
MPG 
(CITY) 

Best  overall  V8  fuel  economy 
rating  for  vans.  Best  EPA  est. 
MPG.  Unbeaten  highway.  G10, 
G20  Van. 

OPTIONAL  5.0  LITER  (305  CU.  IN.)  V8  WITH 
ELECTRONIC  SPARK  CONTROL.  (Not  available  in  California.) 


Use  estimated  MPG  for  comparisons.  Your 
mileage  may  differ  depending  on  speed,  dis- 
tance, weather.  Mileage  will  be  less  in  heavy 
city  traffic.  Actual  highway  mileage  lower.  Six- 
cylinder  estimates  lower  in  California  where 
improvement  does  not  apply.  Fuel  economy 
comparisons  exclude  trucks  with  same  power- 
trains  offered  by  GMC  Truck  Division. 
Chevrolet  trucks  are  equipped  with  GM-built 
engines  produced  by  various  divisions.  See 
your  dealer  for  details. 


22^  17 


EPA 
EST. 
MPG 
(CITY) 


BUILT  TOUGH. 
BUILT  FOR  ECONOMY. 


Ask  your  Chevy  dealer  about  special  vocational  equipment  packages  and  leasing,  too 


orderly  retreat — back  to  Emery's  tra- 
ditional heavy-cargo  market.  Says  the 
general:  "Air  cargo  is  our  bread-and- 
butter  business;  express  is  only  part  of 
that." — Jane  Carmichael 


Ready  for  prime  time? 

It  has  long  been  known  that  Ameri- 
can Broadcasting  Cos.  was  getting 
ready  to  move  up  ABC-TV  President 
Frederick  S.  Pierce  to  prepare  for  the 
retirement  of  Chairman  Leonard  Gol- 
denson,  75,  and  the  elevation  of  Presi- 
dent Elton  Rule  to  chairman.  But 
when  Pierce's  successor  was  an- 
nounced, it  was  a  surprise  even  to 
many  inside  the  network.  The  choice: 
John  Severino,  44,  vice  president  and 
general  manager  of  the  ABC-owned 
station  in  Los  Angeles,  KABC-TV. 

Severino,  who  will  officially  take 
over  July  12,  has  been  knocking 
around  ABC  for  15  years — 11  of  them 
in  the  hinterlands  as  a  station  man- 
ager at  WLS-TV  in  Chicago  and  then 
in  Los  Angeles. 

It  was  his  success  at  KABC-TV 
that  brought  him  to  the  attention  of 
ABC  brass.  When  Severino  took  over 
in  1974,  KABC-TV  was  a  dismal 
third  in  the  highly  competitive  sev- 
en-station Los  Angeles  TV  market. 
By  1979  it  was  number  one,  and  has 
stayed  there  ever  since.  Around  the 
network,  of  course,  number  one  is  a 
phrase  with  a  wistful  ring  these 
days— ABC-TV  finished  the  1980-81 
prime-time  season  trailing  CBS  for 


Laurence  H.  Hyde  of  AM  General 

"Our  name,  our  heritage,  our first  and  true  love. 


New  ABC-TV  President  John  Sei'erino 
Number  one  has  a  wistful  ring. 


the  second  straight  year.  "My  back- 
ground is  in  managing  TV  stations," 
says  Severino.  "But  the  management 
skills  for  this  job  are  similar."  These 
skills  will  be  quickly  put  to  the  test. 
Though  Severino  takes  over  Pierce's 
title,  he  will  not  get  all  his  responsi- 
bilities: Pierce  will  retain  control  of 
ABC  News  and  Sports  as  well  as  the 
company's  projects  in  programming 
for  video  cassettes  and  cable. 

That  leaves  Severino  with  the 
prime-time  schedule,  whose  decline 
was  responsible  for  ABC's  first-quar- 
ter earnings  skid  of  48%  (to  $12.8 
million),  and  a  string  of  still  successful 
but  aging  series  like  Love  Boat,  Three's 
Company  and  Fantasy  Island . 

Severino  isn't  saying  much  now 
about  what  he  intends  to  do  about  all 
this — or  about  ABC's  runaway  costs. 
After  all,  some  observers  see  cost  con- 
trol as  a  top  priority,  yet  at  KABC-TV, 
Severino  spent  a  bundle  in  his  run  for 
the  top. — Kathleen  K.  Wiegner 

Hail  and  farewell 

The  military  jeep  is  "our  name,  our 
heritage,  our  first  and  true  love,"  says 
AM  General  President  Lawrence  H. 
Hyde,  a  gravelly  voiced  ex-Navy  Sup- 
ply Corps  officer  who  doesn't  often 
wax  so  poetic. 

When  it  comes  to  the  jeep,  though, 
he  has  good  reason:  Hyde's  American 
Motors  Corp.  subsidiary,  which 
makes  military  vehicles  only,  has  pro- 
duced 90%  of  the  700,000  jeeps  built 
since  the  tough  little  quarter-ton 
truck  was  developed  in  World  War  II. 
But  because  today's  battlefields  re- 


quire a  heavier  missile-carrying  vel 
cle,  the  jeep  has  come  to  the  end 
the  road.  The  Army  has  request 
bids  on  a  IVi-ton  missile  carrier,  pi 
a  quarter-ton  off-road  truck,  to  repla 
the  GI's  best  friend. 

The  jeep  was  developed  in  1940 
the  old  Willys  Corp.,  and  acquired 
AMC  from  Kaiser  in  1970.  It  has  pre 
en  a  jewel.  In  addition  to  the  stea 
business  it  provided  AM  General, 
other  AMC  subsidiary  has  built  1  rr 
lion  civilian-style  jeeps  like  its  C 
and  Cherokee. 

Even  without  the  jeep,  Hyde's  co 
pany,  which  earned  $10  million 
$374  million  sales  in  1980,  is  doi 
considerably  better  than  parent  AJV 
which  lost  $197  million.  So  the  An 
contract  for  the  jeep's  replacemer 
to  be  awarded  in  1982,  is  crucial 
AMC.  Until  then  AM  General  ha 
$1.2  billion,  five-year  contract 
building   5-ton   Army   trucks  t 
should  tide  it  over  until  the  new  g 
eration  of  jeeps  starts  coming  off 
production  lines  in  1984.  Assumi 
of  course,  that  AM  General  gets 
contract.  And  that's  a  big  assumpti 
61  other  companies  are  also  in 
running. — Lisa  Gross 

One  of  a  kind  only 

Back  in  1946  Winton  (Red)  Blount , 
his  brother  Houston  used  their  inh 
tance  and  a  loan  from  their  mothe 
buy  four  D-7  Caterpillar  tractors 
Union  Springs,  Ala.  and  became  c 
tractors  overnight.  Houston  Blount 
timately  became  CEO  of  Birmi 
ham's  $754  million  (sales)  Vulcan  i 


162 


FORBES,  JUNE  8, 


Faces 

BehindThe  Figures 


■ials  Co.;  Red  Blount,  prospering 
th  the  Sunbelt,  built  missile  silos 
the  Air  Force  and  launch  complex- 
for  NASA's  Mercury,  Gemini, 
10II0  and  space  shuttle  projects, 
ong  the  way,  Blount  also  built  the 
:w  Orleans  Superdome  and  took 
tie  out  to  be  Richard  Nixon's  Post- 
ister  General  from  1968  to  1971. 
Mow  $65 1  million  (sales)  Blount  Inc. 
s  the  biggest  job  in  its  history — the 
.7  billion  academic  center  at  the 
liversity  of  Riyadh  in  Saudi  Arabia. 
)m  scratch,  Blount  and  its  French 
rtner,  Bouygues,  will  put  up  6.3  mil- 
n  square  feet  of  buildings.  It's  the 
gest  single  fixed-price  construction 
itract  ever  let. 

rhe  Riyadh  contract  took  three 
irs  to  negotiate  (during  which  the 
ah  of  Iran  fell,  blasting  the  com- 
ly's  hopes  for  $250  million  in  Ira- 
in  contracts),  and  a  five-foot  stack 
documents  had  to  be  translated 

0  French,  Korean  and  Arabic  before 
;  final  contract  could  be  signed  last 
ril.  The  negotiations  involved  sev- 

1  of  what  Blount  calls  "eight-cup- 
tea  sessions." 

,led  Blount  is  playing  with  big  chips 


Winnebago  founder  John  K.  Hanson 

In  troubled  times,  retirement  is  a  sometime  thing. 


ton  (Red)  Blount  of  Blount  Inc. 
se  eight-cup  sessions  paid  off. 


indeed.  What  if  some  Saudi  Khomeini 
throws  out  the  royal  family?  Says 
Blount:  "We've  got  money  in  hand 
that  will  always  exceed  our  costs.  We 
already  have  a  $343  million  advance 
and  also  U.S.  government  OPIC  insur- 
ance. We  think  it  unlikely  that  some- 
thing will  happen,  but  if  it  did  we 
could  stop  construction  and  still  be 
ahead  of  the  game." 

Blount  is  also  looking  east  of  the 
Tigris.  The  company  has  an  opening 
in  China--a  small  contract  to  build  a 
seed-processing  plant.  "China  is  going 
to  be  an  enormous  market  and  I'm 
glad  we  have  a  foothold  there,"  he 
says.  And  then?  Whatever  it  is,  it  will 
be  different.  "The  first-of-a-kind,  one- 
of-a-kind  job  is  our  trademark,"  says 
Red  Blount. — Linda  Gasparello 

Why  do  I  have  to  do 
everything  myself? 

Once  again  John  K.  Hanson  says  he's 
ready  to  retire.  The  67-year-old 
founder  and  largest  stockholder  of 
Winnebago  Industries  Inc.,  the  Forest 
City,  Iowa  motor-home  producer, 
took  himself  off  the  shelf  two  years 
ago  after  skyrocketing  gasoline  prices 
and  interest  rates  decked  his  23-year- 
old  company,  once  one  of  the  highest 
fliers  of  all.  As  sales  plummeted  and 
deficits  mounted — fiscal  1980  rev- 
enues were  down  58%,  to  $92  million, 
and  a  $4.2  million  1979  deficit  turned 
into  a  $13.5  million  deficit — Hanson 
fired  his  successor,  CEO  Harold 
Bragg,  and  even  his  own  son,  Presi- 
dent John  V.  Hanson,  39. 


That  taken  care  of,  the  founder 
plunged  the  company  into  a  crash  pro- 
gram to  develop  a  fuel-efficient  camp- 
er that  could  replace  its  old  7-to-8- 
mpg  behemoths.  Last  month  he  un- 
veiled the  result:  Winnebago's  new 
$18,800  Warrior  and  Spectrum  mod- 
els, which  are  supposed  to  get  almost 
15  mpg.  An  even  more  economical 
diesel  version  is  coming,  Hanson 
claims — as  well  as  higher  sales  and 
earnings.  "We'd  be  very  disappointed 
if  1981  revenues  were  only  $110  mil- 
lion, and  net  income  was  only  $5  mil- 
lion," he  says  solemnly. 

Hanson's  confidence  could  be  mis- 
placed. The  National  Park  Service  pre- 
dicts that  overnight  stays  will  be  up  4% 
this  year,  but  the  percentage  sleeping  in 
a  Winnebago-type  vehicle  or  trailer  has 
dropped  almost  15%  since  1978.  Obvi- 
ously there  are  a  lot  of  people  in  tents 
these  days,  but  they'll  come  around, 
Hanson  predicts,  when  the  new  Win- 
nebagos  come  out. 

In  fact,  Hanson's  so  sure  of  Winne- 
bago's recovery  that  he's  passing  the 
reins  over  to  Ronald  E.  Haugen,  39, 
formerly  executive  vice  president. 
Haugen,  however,  should  probably 
watch  his  step;  John  Hanson  seems  to 
look  upon  retirement  as  a  temporary 
condition. — Larry  Marion 

The  sandwich-man  oometh 

Perhaps  it  will  take  a  man  of  humble 
origins  to  breathe  prosperity  back 
into  Britain's  august  Savoy  Hotel  Ltd., 
holding  company  for  London's  Savoy, 
Connaught,  Berkeley  and  Claridge  ho- 
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tels.  Prestigious  these  names  may  be. 
Profitable  they  are  not,  however.  Last 
year  alone  the  Savoy  group  lost  nearly 
$4  million  on  revenues  of  around  $50 
million. 

Enter  Sir  Charles  Forte,  72,  an  Ital- 
ian immigrant's  son  who  once  ped- 
dled sandwiches  in  a  World  War  I  in- 
ternment camp  and  has  built  his 
Trust  Houses  Forte  Ltd.  into  a  globe- 
girdling  hotels-catering-leisure  com- 
bine that  last  year  earned  $100  mil- 
lion on  revenues  approaching  $  1 .6  bil- 
lion. In  one  of  London's  bitterest 
takeover  battles — Forte  calls  the  Sa- 
voy Group's  managers  "incompetent 
nobodies" — he  is  offering  $160  mil- 
lion cash  to  add  the  moneylosing  Sa- 
voy group  to  his  empire. 

If  he  wins,  Forte  promises  to  elimi- 
nate the  group's  losses  within  two 
years  and  to  show  an  annual  profit  of 
around  $20  million  within  ten  years— 
mainly  by  introducing  the  controls 
that  characterize  the  rest  of  Trust 
Houses  Forte — reducing  Savoy  group's 
swollen  payroll  and  probably  sacking 
its  pampered  management.  That  last 
move  alone  could  save  nearly  $2  mil- 
lion annually,  according  to  one  well- 
connected  source. 

But  it  will  take  more  than  ambi- 
tion. To  protect  themselves  against 


predators,  the  Savoy's  management  in 
the  1950s  split  the  group's  equity, 
keeping  most  of  the  voting  power 
(Forbes,  Mar.  3,  19X0).  Thus  Sir 
Charles  is  fighting  what  some  think  is 
a  losing  battle.  Undaunted,  he  vows  to 
hang  on  to  the  33%  of  voting  power 
he  now  has,  whatever  happens  when 
the  proxies  are  counted  in  June. 
"After  another  two  years  of  losses," 
he  says,  "the  other  shareholders  will 
want  to  sell  to  us." — Coleen  Toomey 

Don't  worry,  Henry 

Liberals  and  big-government  diehards 
have  been  arguing  for  months  that  the 
Reagan  tax  cuts  won't  really  amount 
to  much  and  the  President's  "safety 
net"  for  the  needy  is  full  of  holes.  Now 
comes  one  of  David  Stockman's  own 
to  say  pretty  much  the  same  thing. 

In  fact,  says  Lawrence  Kudlow,  34, 
chief  economist  in  Stockman's  Office 
of  Management  &  Budget,  there's  no 
real  tax  cut  at  all:  "Essentially  our  tax 
program  is  an  indexation  program  for 
the  next  few  years."  The  proof:  The 
tax  collector's  share  of  GNP  won't 
shrink  much  at  all,  says  Kudlow — to 
19.3%  from  19.7%  under  Carter.  As 
for  the  net,  it  won't  spread  too  wide: 
There  is  "what  amounts  to  an  agree- 
ment by  Congress  and  the  White 
House  to  lower  the  safety  net." 

Why  is  Kudlow  saying  this?  Be- 
cause he's  worried  about  criticism 
from  another  powerful  quarter:  Salo- 
mon Brothers'  Henry  Kaufman,  who 
jolted  the  Administration  and  the 
markets  in  April  by  excoriating  Rea- 
gan's program  as  inflationary. 


Sir  Charles  Forte  of  Trust  Homes  Forte  Ltd. 

In  hot  pursuit  of  Jour  prestigious  money  losers . 


OMB  Economist  Uiwrence  Kudlow 
Call  it  indexing. 

Kaufman's  problem,  says  Kudlow 
not  just  misreading  the  tax  cuts 
also  that  he  considers  the  Adminisl 
tion's  planned  military  buildup  outs 
the  context  of  the  budget.  Overall,  a 
Kudlow,  slashes  in  civilian  spend 
will  cancel  out  the  military  increa 
and  the  cuts.  Thus  the  total  pack 
isn't  inflationary — even  though, 
usual  in  Washington,  estimates  of 
fiscal  1981  deficit  are  rising  from  ! 
billion  to  $60  billion.  Kudlow  says  t 
the  real  problem  is  missing  the  m 
by  $20-to-$40  billion  as  past  admii 
trations  did.  "If  we  miss  the  bug 
by  a  few  billion,"  he  says  airily, 
nothing." — Jerry  Flint 

The  true  believer 

G.H.  (Bert)  Walker  III  likes  to  d 
down  the  fact  he's  a  first  cousir 
Vice  President  George  Bush,  but 
similarities  are  there:  "People  c 
stantly  say  we're  very  alike  in  app< 
ance,  speech  and  mannerisms,  f 
when  they  do,  I'm  always  flatte 
George  is  the  star  in  this  family." 

Even  so,  Bert  Walker,  the  50-y 
old  president  and  chief  executm 
Stifel  Nicolaus,  a  St.  Louis-based  1 
kerage  firm,  is  posting  an  impres; 
record  of  his  own.  In  only  two  y 
he  has  turned  Stifel  Nicolaus,  on« 
stodgy  and  problem-plagued  ci 
pany,  into  one  of  the  nation's  fast 
growing  regional  brokerage  fir 
Last  year  the  company's  return 
equity  was  a  sky-high  35%,  while 
enues  jumped  by  nearly  60% . 
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We  are  not  afraid 

to  entrust  the  American  people 

with  unpleasant  facts, 

foreign  ideas,  alien  philosophies, 

and  competitive  values. 


th  Josephson 


For  a  nation  that  is  afraid 
to  let  its  people  judge  the  truth 
and  falsehood  in  an  open  market 
is  a  nation 

that  is  afraid  of  its  people.  John  F.  Kennedy 


TIME 


20th  Century 
Man.  

Modernism  is  our  institutional  culture,  and 
Picasso  is  one  of  its  Old  Masters:  20th- century 
art  is  unimaginable  without  him. 

TIME  Magazine's  commitment  to  the 
instructive  role  of  journalism  has  seldom 
been  so  taxed  as  it  was  in  dealing  with 
Picasso.  He  is  a  total  paradox:  the  Old  Master 
of  modern  painting;  the  hero  of  a  spectacularly 
successful  exhibition  at  New  York's  Museum 
of  Modern  Art.  His  name  is  a  household  word 
among  cognoscenti  and  laymen  alike. 

But,  for  all  that,  he  remains  for  many 
a  perfect  enigma,  the  man  who  unaccount- 
ably gives  faces  more  than  the  usual  comple- 
ment of  noses. 

Difficult  as  it  is  to  explain  Picasso  in  all 
his  variety,  TIME  did  it  with  characteristic 
panache:  vigorously,  accurately,  economically, 
with  a  sharp  eye  for  the  memorable  detail,  and 
with  the  happy  result  of  showing  how  Picasso's 
individualism,  his  immense  self-confidence, 
his  special  aptitude  for  translating  feeling 
into  meaning,  helped  make  him  the  preemi- 
nent 20th-century  artist. 

TIME'S  article  was  a  rare  performance, 
combining  as  it  did  the  beguiling  prose  of  art 
critic  Robert  Hughes  and  the  intimate  pictures 
by  David  Douglas  Duncan,  who  for  seventeen 
years  was  Picasso's  personal  photographer. 

For  the  readers  of  TIME  it  was  the  best 
kind  of  intellectual  pleasure: 
great  learning  presented  with 
vast  enthusiasm,  and  no  pre- 
tension whatever. 

TIME:  millions  more 
people  read  it  every  week 
than  any  other  news  maga- 
zine. Because  we  work  so 
hard  to  put  more  into  it. 

More  goes  into  it. 


TIME-, 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
these  securities.  The  offer  is  made  only  by  the  Prospectus. 

New  Issue  /  May  7,  1981  • 

2,300,000  Shares 
National  Medical  Enterprises,  Inc. 

Common  Stock 


Price  $21.75  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities 


E.  F.  Hutton  &  Company  Inc.    Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

The  First  Boston  Corporation  Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Bache  Halsey  Stuart  Shields   Bear,  Stearns  &  Co.   Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert        Kidder,  Peabody  &  Co.        Lazard  Freres  &  Co. 

Incorporated  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 

Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co., Inc. 

A  G  Becker 

Dean  Witter  Reynolds  Inc.  Advest,  Inc. 


Don't  make  your  mail 
come  looking  for  you. 

If  you  don't  notify  everybody  at  to  make  notifying  even  easier, 
least  one  month  before  you  move,  Also,  be  sure  to  look  in  magazines 

some  of  your  favorite  mail  may  and  use  the  convenient  change-of- 

spend  a  lot  of  time  looking  for  your  subscription  form  as  well, 
new  address.  Moving  should  be  an  enjoyable 

You  can  pick  up  a  free  Change-  fj^\  experience.  But  it  won't  be  fun  if 

of- Address  Kit  at  the  Post  Office    f  ^W"  I  your  mail  gets  left  behind. 


Let  everybody  know  where  you're  moving  to. 

©USPS  1981 
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That  turnaround  was  generated  by 
two-part  strategy:  The  first  has  be< 
to  concentrate  retail  brokerage  bus 
ness  at  the  upper  end  of  the  marki. 
The  second  has  been  to  beef  up  one! 
moribund  corporate  and  municipal  \ 
nance  activities. 

Going  after  the  upscale  mark 
makes  a  lot  of  sense  for  Walker,  sinj 
his  educational  pedigree  is  as  blu 
chip  as  that  of  his  more  famous  cou 
in:  Groton,  Yale  and  Harvard  Ld 
School.  He  learned  corporate  finam 
when  he  opted  to  go  into  the  fami 
business,  G.H.  Walker  &  Co.,  whia 
became  G.H.  Walker,  Laird  &.  Co.  In 
in  1973  (his  grandfather  gave  golf  tl 
Walker  Cup). 

Walker  joined  Stif  el  Nicolausearly 
1976,  14  months  after  G.H.  Walkfl 
Laird  was  taken  over  by  White,  Well 
"I'm  a  true  believer  in  the  future 
regional  firms.  Our  overhead  is  low  an 
we  give  our  clients  the  personal  toucH 

His  outlook  on  the  market:  1 
bull  market  lasting  four  or  five  yea 
and  a  Dow  Jones  average  reachii 
2000."— Thomas  O'Donnell 


Bert  Walker  of  St.  Louis'  Stifel  Nicolaus 
An  optimistic  prognosis. 
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t's  Good  Business  to  Be  There 


Down  in  southern  Mississip- 
pi, St.  Joe  has  an  important  inter- 
est in  a  large  gas  producing  area. 
The  Greens  Creek  field. 

St.  Joe  also  has  interests  in 
other  producing  gas  fields  in  the 
United  States-in  New  Mexico, 
Oklahoma,  and  offshore  Loui- 
siana and  Texas.  These  gas  dis- 
coveries are  making  a  significant 


ST.  JOE  GAS. 

contribution  to  St.  Joes  earnings. 

Gas  is  another  exciting  part 
of  St.  Joe.  In  the  early  1970s,  St. 
Joe  embarked  on  a  well-planned 
course  of  diversifying  into  the 
rapidly  growing  markets  of  en- 
ergy precious  metals,  and  other 
natural  resources. 

This  ten-year  capital  expan- 
sion program  should  total  over 


three  billion  dollars  by  1984.  And 
it  is  already  beginning  to  pay  off 
By  finding  more  energy  and  min- 
erals in  the  United  States  and 
overseas,  St.  Joe  will  continue  to 
add  to  its  earnings  and  growth. 

St.  Toe  Mi\erals  Corporation 
Esergy  &  Metals 


For  a  copy  of  our  Annual  Report,  write  to  our  Director  of  Investor  Relations, 
Kathleen  M.  Kucera,  Box  1C,  St.  Joe  Minerals  Corporation,  250  Park  Avenue.  New  York,  N.Y  100F. 


The  Forbes/ Wilshire  5000  Review 


10 


Market  value  of  Wilshire  5000: 
$1,415.4  billion  as  of  5/15/81 


Wilshire  5000  Equity  Index 

All  stocks  with  daily  price  quotations,  ■ 
weighted  by  market  value 


Dow  Jones  industrial  average 

The  sum  of  the  market  prices 

of  30  blue-chip  industrial  stocks  — — 
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*s  a  readjustment  period — again.  In  the  last  few  years 
fall  Street  has  been  sticking  fairly  close  to  one  standard 
:ript:  The  Dow,  for  example,  runs  up  by  50  to  100  points 
id  then  quickly  declines  by  roughly  the  same  amount, 
here  must  be  plenty  of  smart  guys  who  have  it  down  to  a 
:ience  and  know  just  when  to  bail  out. 
If  this  pattern  holds  true,  both  the  Dow  and  the  Wilshire 
ill  most  likely  kill  some  time  wallowing  before  making 
le  next  move  upward.  Overall,  contradictory  signals  on 
iflation  and  the  economy  are  doing  little  to  boost  investor 
infidence. 

During  the  last  four  weeks  only  the  ASE  Index,  fueled 


by  a  slight  uptick  in  energy  stocks,  managed  to  show 
some  gains.  However,  the  game  is  still  NASDAQ 
stocks — where  relatively  small  amounts  of  money  can 
spark  speculative  fireworks.  Even  though  the  NASDAQ 
Composite  slipped  over  the  past  month,  it  is  still  com- 
fortably ahead  of  the  NYSE  Index.  It  is  largely  the  NYSE 
component,  in  fact,  that  is  holding  back  the  52-week 
performance  of  the  broadly  based  Wilshire.  It's  a  specula- 
tive market,  not  an  investment  market. 

However,  high-technology  stocks  really  weren't  a  part 
of  this  high-P/E  mini-rally.  The  charts  on  the  next  page 
make  that  clear. 


Close-up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

'ercent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

ASE  Market 
Value  Index 

NASDAQ 
Composite 

ii  last  4  weeks 

-0.8 

-2.0 

-1.6 

1.5 

-0.1 

l  last  52  weeks 

28.4 

19.2 

25.0 

43.9 

47.0 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility  * 

P/E  multiple 

Dividend  yield 

Growth  profile  t 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

n  last  4  weeks 

-0.1 

-0.1 

1.4 

0.0 

-0.9 

0.5 

0.9 

-0.5 

-1.5 

1.4 

n  last  52  weeks 

78.0 

17.5 

76.5 

34.3 

10.1 

59.6 

66.1 

28.1 

34.3 

61.8 

stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable, 
quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


:e:  All  data  for  periods  ending  5/15/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Light  at  the  end  of  the  extension  cord?  With  few  excep- 
tions, the  past  two  weeks  have  been  a  time  to  pull  profits 
out  of  the  market.  Finance  issues  leveled  off  as  brokerage 
stocks  recovered  from  the  recent  case  of  acquisition  fe- 
ver. Technology  companies,  on  the  other  hand,  declined 
by  1.3%.  Raw  materials  stocks  fell  almost  as  sharply,  and 
capital  goods  producers  continued  their  decline. 
In  the  midst  of  all  this  gloom  and  doom,  however,  there 


were  some  surprising  advances.  The  battered  utilitie 
moved  against  the  market  and  clocked  a  healthy  3.3"} 
gain.  Even  though  utilities  are  still  some  way  from  solv 
ing  their  fundamental  problems,  there  are  reasons  to  b 
optimistic.  Companies  in  this  industry  could  move  clos 
er  to  historic  book  value  and  earnings  multiples  if  the 
succeed  in  getting  lower  energy  and  interest  costs  and 
more  sympathetic  hearing  from  regulators. 


Percent  change  in  Use  52  weeks  P«<*nt  change  in  last  two  weeks 


Capital  goods 


+75% 


+50 


-0.9 
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Consumer  durables 


+75% 


+50 
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Finance 


+75% 


+50 


■0.3 
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Technology 


+75% 
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Transportation 

+75% 

ft. -A 
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+25  / 
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Consumer  nondurable*  and  services 


+75% 


+50 
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Raw  materials 

+75% 

f50  S\ 



+25  / 
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Utilities 


+75% 


+50 


'  +25 
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Note:  All  data  for  periods  ending  5/15/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
172 


FORBES,  JUNE  8, 1 


I's  C.  Brewer  &  Company 
ids  it  a  great  place  to  grow. 

|;  Brewer  has  been  growing  with  Hawaii  for        acreage,  C.  Brewer  is  moving  ahead  with  selective 


than  154  years.  The  company's  most  valu- 
esource  is  143,000  acres  of  Hawaiian  land, 
igest  challenge  —  to  use  it  productively  and 

t 

bday  C.  Brewer's  plantations  produce  400 
i  pounds  of  raw  sugar  yearly,  but  this  is 
ne  part  of  its  diversified  agribusiness  oper- 
C.  Brewer  is  the  world's  largest  grower  and 
I'ter  of  macadamia  nuts,  and  its  orchards 
ing  expanded  by  1,000  acres  each  year  to 
lemand  for  the  Mauna  Loa®  label, 
twer  also  is  a  major  international 
j>utor  of  molasses,  and  its  other  ag 
pess  activities  range  from  spices 
foffee  to  chemicals  and  fertilizers. 
iTiile  diversifying  its  agricultural 
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development  of  residential  and  commercial 
properties  on  the  islands  of  Hawaii,  Kauai  and 
Maui. 

Through  responsible  use  of  its  resources, 
C.  Brewer  is  an  important  contributor  to  the  suc- 
cess of  IU  International,  its  corporate  parent.  IU's 
other  interests  include  transportation,  environ- 
mental, distribution  and  industrial  services 
which  produce  more  than  $2  billion  in  annual 
revenues. 

For  more  information  on  Hawaiian 
agribusiness,  write  John  W.  A.  Buyers, 
President,  C.  Brewer  and  Company,  Fort 
&  Queen  Streets,  Honolulu,  HI  96805. 
For  more  about  IU,  write  IU  Corporate 
Affairs,  1500  Walnut  Street,  Phila.,  PA  19102. 


Standard  Chartered 


BANK  LIMITED 


Comments  by  the  Chairman/The  Rt. Hon. Lord  Barber 


The  operating  profits  of  the 
Bank  and  its  subsidiaries  for  the 
year  ended  December  31  1980 
were  $466  8  million  and  the  Bank's 
share  of  associated  companies' 
profits  amounted  to  $889  million, 
giving  profits  before  taxation  of 
$5557  million.  The  improvement 
over  the  1979  result  was  37  per 
cent  Earnings  per  share  rose  from 
$2.11  to  $3.01,  an  increase  of  42  per 
cent  at  a  constant  exchange  rate 

Additionally,  a  non-recurring 
profit  of  $120.2  million  arose 
from  a  review  of  deferred  taxation 
liabilities  and  debt  provisions. 
After  providing  for  a  dividend 
increase  on  the  year  of  25  percent, 
an  amount  of  $3 15  million  was 
retained  in  shareholders'  funds, 
raising  these  to  $1,598  million.  At 
the  end  of  1980  Group  assets 
had  increased  by  18.5  percent  to 
$36,846  million  of  which  $6,700 
million  were  held  by  Union  Bank 
our  California  subsidiary. 

The  results  achieved  by  the 
Group  were  good  and  nearly  all 
territories  showed  an  increase  in 
profit  While  the  leading  industrial 
countries  almost  without  excep- 
tion saw  a  slackening  in  activity, 
resulting  in  mixed  fortunes  for  our 
business,  many  of  the  economies 
in  the  Far  East,  South  East  Asia 
and  Africa  grew  strongly,  and  our 
operations  in  those  countries 
were  particularly  satisfactory. 
Costs  have  continued  to  rise  and 
debt  experience  has  inevitably 
suffered  under  worsening 
businessconditions.  Nevertheless, 
the  outcome  of  the  Group's 
operations  is  an  encouraging  ref- 
lection of  the  scope  and  spread 
of  the  financial  services  which  the 
Group  offers  around  the  world 

Union  Bank  was  affected  by 


•  India 
•  Sri  Lank* 
•  BanglMMh 
•Thailand 

•  Hong  Kong 
I  |  f  Pwopta  t  Rapoblic  of  Chin* 
•  Korea 


Botswana*  :  4  Swaziland 


Profits  before  taxation  up  37% 
Earnings  per  share  up  42% 

Dividend  up  25% 
Shareholders' Funds  up  23% 
Total  Assets  up  19% 

Total  Assets  $36  billion 
Total  Deposits  $34  billion 

1,500  offices  in  60  countries 
around  the  world. 


EXCHANGE  RATE  USED  $2  T 


the  sharp  fluctuations  in  prime 
rate  during  the  year  but  neverthe- 
less achieved  satisfactory  results, 
as  did  the  branches  of  Standard 
Chartered  elsewhere  in  the  United 
States  Standard  Chartered 
Canada  Limited  further  consolida- 
ted its  position,  and  now  that  the 
Bank  Act  has  been  amended  it  is 


intended  to  seek  a  full  banking 
licence.  The  branch  in  Panama 
and  the  Groups  offices  in  Latin 
America  supported  an  intensified 
marketing  effort. 

In  Hong  Kong  where  real  econ- 
omic growth  sustained  a 
remarkable  five  year  average  of 
more  than  11  per  cent,  profits  of 


The  Chartered  Bank  were 
significantly  higher  The  Grol 
operations  through  Shangha 
branch  in  support  of  the  fore 
trade  of  the  People's  Repufc 
China  have  been  strengthen! 
by  the  establishment  of  a  lii 
office  in  Guangzhou  (Canton 
in  1974-75.  lapan  has  shown  II 
greatest  resilience  of  the  maj 
economies  and  the  authoriti 
eased  their  restrictive  stance 
the  year  progressed  In  contj 
the  gross  national  product  1 
South  Korea  fell  The  Group's 
branches  in  both  countries  ri 
satisfactory  progress  In  Austj 
our  subsidiaries  engaged  in 
consumer  finance  and  mew 
banking  produced  improved 
results.  Operations  of  The 
Chartered  Bank  in  South  Ea 
Asia  had  a  good  year  and  ha 
continued  to  develop  in  ana 
to  the  more  sophisticated 
demands  of  these  growing 
economies. 

Turning  to  the  future,  it  isi 
that  with  the  notable  except: 
of  lapan  the  major  industrial 
countries  are  set  to  achieve 
or  no  expansion  in  1981. 
Two  things  at  least  are  not  lik 
change  during  the  year: 
inflationary  pressures,  slow  tj 
yield  to  treatment  will  contir 
press  painfully  on  corporate1 
costs,  and  international  tradi 
may  at  best  repeat  the  indifl 
growth  of  1980. 

For  an  international  bank 
as  ours  resilience  and  alertn< 
opportunities  will  more  than 
be  the  requisites  of  progress 
The  record  shows  that  our 
management  in  the  Standai 
Chartered  Bank  Group  possi 
these  qualities  in  good  mea< 


Copies  of  the  Report  and  Accounts  and  of  the  Chairman's  Statement  may  be  obtained  from  Standard  Chartered  Bank  Limited  160  Water  Street.  New  York  N  Y 10038  Union  Bank  44  s  South  Figueroa  Street  Los  Angeles.  Califd 

World  leaders  in  international  banking. 


Capital  Markets 


MONEY  &  INVESTMENTS 


ix  months  from  now  you  will  probably 
10k  at  today's  bond  yields  and  ask: 
7ere  they  really  that  high? 

BUT  OF 
A  LIFETIME? 


By  Ben  Weberman 


he  bond  market  wanted  to  go  up.  It 
as  just  looking  for  an  excuse.  It 
lally  found  it  in  news  reports  sug- 
:sting  the  Reagan  Administration 
ould  be  willing  to  take  something 
ss  than  the  full  three-year,  30% 
;mp-Roth  tax-cut  proposal.  In  a 
»uple  of  days,  the  new  long-term 
reasury  1378%  bond  due  2011 
ent  from  99  Vi  to  104. 
If  it  seems  curious  that  bond  trad- 
s  should  be  against  tax  cuts,  it's  a 
minder  of  what  a  topsy-turvy 
orld  we  live  in.  The  market  felt 
at  massive  tax  cuts  were  infla- 
anary,  especially  in  the  face  of 
ounting  defense  spending,  and 
erefore  bad  for  yields  and  prices. 
My  own  guess  is  that  the  bond 
arket  has  finally  turned  and  that 
e  have  seen  the  bottom  in  prices, 
ghs  in  yields.  It's  about  time, 
nee  mid- 1978,  yields  on  long-term 
deral  bonds  have  risen  from  the 
'o  level  to  over  14%,  bringing  price 
osion  of  as  much  as  40%  in  30- 
ar  Treasuries. 

Like  most  bear  markets,  this  one 
ent  much  farther  than  common 
nse  indicated  and  before  Christ- 
as  comes  you  will  be  saying:  You 
ean  I  really  could  have  gotten 
iV2%-plus  on  three-year  Treasur- 
s?  It  is  probable  that  at  least  100 
isis  points — a  full  1% — of  the  de- 
ine  was  caused  because  extreme 


n  Weberman  is  economics  editor  of 
irbes  magazine. 


monetarists  were  criticizing  the  Fed 
for  not  being  tough  enough.  This 
criticism  panicked  some  market 
participants. 

Why  I  think  the  turn  has  come: 

The  economy  will  not  go  into  re- 
cession this  year.  However,  eco- 
nomic growth  will  be  only  2%  to 
4%  and  the  Treasury  deficit  will 
come  in  far  below  pessimistic  fore- 
casts. So  there  should  be  a  consider- 
able cushion  between  demands  for 
credit  and  the  availability  of  funds. 
The  Federal  Reserve  is  committed 
to  a  policy  of  keeping  monetary  ag- 
gregates on  a  short  leash,  but  will 
not  have  to  pull  as  hard  because  the 
slower  economic  growth  will  gener- 
ate less  new  money. 

How  does  this  square  with  the 
recent  return  of  the  prime  rate  to 
20%  ?  And  why  are  the  Federal  Re- 
serve Board  and  the  White  House  so 
nervous  (see  "What's  Ahead  for 
Business, "p.  25)7.  There's  no  contra- 
diction really.  The  White  House  and 
the  Fed  are  determined  to  strike  a 
mighty  blow  against  inflation.  It  re- 
mains my  firm  conviction  that  the 
inflation  rate  will  be  down  to  8%  by 
year-end.  It  is  not  inconceivable 
that,  by  letting  money  stay  dear,  the 
Fed  may  set  off  a  wave  of  bankrupt- 
cies and  a  short,  scary  panic.  My 
colleague  Ashby  Bladen  talks  about 
this  on  p.  185.  But,  whether  infla- 
tion comes  down  fairly  gently  or 
with  a  crash,  the  bond  market  is 
sure  to  be  a  winner.  Note  this, 
though.  Consistently  I  have  recom- 
mended Treasury  issues;  in  turbu- 
lent times  stay  with  quality. 

Look  for  the  fastest  drop  to  come 
in  short-term  yields.  The  overnight 
rate  on  federal  funds  is  currently 
18%  and  90-day  Treasuries  yield 
17.5%.  They  could  be  down  to  8% 
and  7.5%  respectively  by  year-end. 
For  those  of  you  who  are  now  in 
money  market  funds  this  could 


translate  into  a  drop  from  current 
yields  of  about  15%  to  as  low  as  9% . 
If  you  are  interested  in  locking  in 
current  high  rates,  I'd  suggest  you 
begin  moving  further  out  on  the  ma- 
turity curve. 

The  yield  curve  will  change  shape 
dramatically.  Today  it  has  what  is 
characterized  as  a  "reverse"  or 
"negative"  slope.  That  is,  rates  of 
return  are  highest  on  short  maturi- 
ties and  lowest  on  longest  maturi- 
ties. This  is  in  contrast  to  the  usual 
or  normal  upward  slope,  which  as- 
sumes that  the  longer  the  maturity, 
the  greater  the  risk,  therefore  the 
greater  the  return. 

For  the  moment  the  best  play  in 
the  market  is  in  the  middle  maturi- 
ty sector.  If  my  assumptions  about 
inflation  and  the  yield  curve  are  in 
fact  realized,  the  biggest  apprecia- 
tion would  be  here.  Fixed-income 
issues  that  come  due  in  three  to 
seven  years  would  experience  a 
yield  decline  from  the  current  15%- 
to-14.5%  range  to  about  9%.  In 
prices  this  would  mean  a  gain  of 
15%  to  30%,  depending  on  which 
issue  you  hold. 

A  good  strategy  is  to  buy  a  moder- 
ate discount  Treasury  security  due 
in  about  seven  years.  Hold  until  the 
price  gets  close  to  par  and  then  cash 
it  in  and  use  the  proceeds  to  buy  a 
long-term  issue. 

The  following  table  shows  how 
this  works.  It  includes  current  data 
and  the  yield  curve  assumptions  I 
have  made  for  3-year,  7-year  and  30- 
year  Treasuries. 

Profits  in  bonds 

—5/15/81—  —12/31/81'— 
Issue  Yield     Price     Yield  Price 

9V4s  84  14.94%  86.68  9.00%  100.67 
8'/4S  88  14.26  74.00  9.00  96.25 
10s    10     13.30      75.81    10.50  95.48 

*Forbes  estimates 

Under  these  conditions  the  three- 
year  note  would  pick  up  14  points  of 
price,  the  seven-year  note  would  ad- 
vance 22 Vi  points  and  the  long-term 
bond  would  move  ahead  by  20 
points.  A  gain  of  22 Vi  points  be- 
tween mid-May  and  year-end  would 
bring  an  appreciation  of  an  almost 
50%  annual  rate.  That  is  based  on  a 
profit  of  22 Vi  points  annualized  and 
related  to  a  cost  of  74  for  the  note. 

With  potential  profits  like  that, 
who  needs  the  stock  market?  Who, 
in  fact,  needs  Las  Vegas?  ■ 
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By  Heinz  B.  Biel 


Stock  Comment 


The  downside  risk  in  stocks  now  seems  to 
be  as  great  as  the  upside  potential;  a 
good  time  to  hold  buying  reserves. 

SIXTEEN  PERCENT 
ISN'T  BAD,  BUT . . . 


traordinarily  wide  yield  differen- 
tials. Besides,  stocks  in  general  are 
not  particularly  cheap  anymore.  It 
was  one  thing  to  buy,  say,  U.S.  Steel 
at  20,  when  the  risk/reward  ratio 
was  favorable.  Now  that  the  stock  is 
selling  in  the  30s,  the  odds  no  longer 
favor  the  buyer.  The  investor's 
downside  risk  may  be  as  great  as  the 
potential  of  a  further  rise.  I  feel  that 
way  about  many  stocks,  including 
the  ones  I  like.  That's  why  I  keep 
some  money  in  reserve  while  wait- 
ing for  the  odds  to  improve. 

Everyone  is  searching  for  what 
has  become  known  as  the  emerging 
growth  companies,  trying  to  find 
them  before  every  Tom,  Dick  and 
Harry  has  discovered  them  too. 
When  Apple  Computer  came  to  the 
market  last  year,  it  was  already  well 
known  and  quite  fully  priced,  even 
assuming  that  earnings  per  share 
would  live  up  to  glowing  expecta- 
tions. When  competition  for  home 
computers  begins  to  get  tough,  as  it 
undoubtedly  will,  even  Apple  may 
find  it  difficult  adequately  to  feed  its 
55  million  shares. 

The  real  bargains  and  exceptional 
opportunities  come  to  the  venture 
capitalists,  the  people  who  invest  in 
embryonic  enterprises  and  do  their 
best  to  help  them  grow  up.  Do  you 
think  that  is  easy  or  enormously 
profitable?  No,  it  isn't.  Let  me  give 
you  an  example  of  a  large  venture 
capital  outfit,  Heizer  Corp.,  which 
went  public  a  few  weeks  ago. 
Formed  in  1969  with  a  blue-chip  list 
of  largely  institutional  shareholders, 
who  provided  the  original  capital  of 
some  $80  million,  Heizer  made  in- 
vestments in  32  companies.  It  lost 
money  on  15  and  some  were  only 
moderately  profitable.  But  the  ones 
that  hit  the  jackpot  did  fabulously 
well.  The  $113  million  invested 
over  the  years  appreciated  to  $285 
million.  This  works  out  to  an  an- 


My  aversion  to  bonds  maturing  in 
the  far-distant  future  has  not  been 
lessened  by  today's  seemingly 
tempting  yields.  Investors  subject  to 
income  taxes  are  still  getting  a  nega- 
tive return  after  allowing  for  infla- 
tion, which,  I  believe,  will  drop  be- 
low a  two-digit  rate  only  temporar- 
ily. Only  an  investor  who  is  not 
subject  to  income  taxes,  such  as  a 
pension  fund  or  a  personal  Keogh  or 
IRA  plan,  will  now  get  a  fairly  decent 
positive  return  from  bonds — at  least 
until  our  inflation  gets  completely 
out  of  hand.  But  this  docs  not  seem 
to  be  an  immediate  prospect. 

Present  high  yields  on  bonds  and 
on  money  market  instruments  un- 
doubtedly affect  the  relative  desir- 
ability of  common  stocks  as  an  in- 
vestment. The  dividend  return  on 
the  Dow  Jones  industrials  is  only 
about  5.7%.  That  is  a  far  cry  from 
the  14%  to  17%  available  else- 
where, risklessly.  In  order  to  match 
such  overall  returns  stock  prices 
would  have  to  appreciate  substan- 
tially year  after  year  to  make  up  the 
difference.  It's  possible  for  some, 
but  is  it  likely  for  all?  Furthermore, 
the  dividend  yields  of  the  stocks 
that  an  investor  should  own  are  usu- 
ally substantially  lower  than  the 
"average"  yield. 

The  stock  market's  recent  down- 
ward tendencies  reflect  these  ex- 

lleinz  //  Biel  is  a  vice  president  of  the  NYSE 
firm  ofjanney  Montgomery  Scott. 
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nualized  return  of  20.5%.  That  i) 
not  bad.  But  when  you  consider  th 
effort  involved  and  the  high  risk 
that  had  to  be  taken,  you  woul< 
really  expect  a  little  more  than  thai 
Remember  that  nowadays  you  cai 
make  16%  on  top-quality  bonds. 

When  I  see  how  difficult  it  is  t| 
pick  winners  even  for  an  organiza 
tion  like  Heizer,  with  its  wealth' 
and  patient  shareholders  and  its  ac 
cess  to  sophisticated  experts  in  al 
areas  under  consideration,  I  wonde 
about  the  future  of  the  man' 
"emerging"  growth  companies  nov 
being  offered  en  masse  to  an  eage 
public. 

Most  of  the  buyers  of  such  stock 
wouldn't  understand  the  prospec 
tus — if  they  should  bother  to  rea« 
it — never  mind  being  able  to  evalu 
ate  a  very  young  company's  chance 
of  success.  One  should  also  pay  at 
tention  to  whether  a  public  offenn, 
is  being  used  by  a  company' 
founders  as  a  partial  bailout.  If  thi 
insiders  sell,  why  should  the  outsid 
ers  buy? 

Although  such  new  stock  offer 
ings  are  usually  being  "priced  t< 
sell,"  most  of  them  no  longer  rise  t< 
fat  premiums  above  the  offerinj 
price.  The  Wall  Street  Journal,  on  it 
"Abreast  of  the  Market"  page,  noM 
carries  a  list  of  recent  securities  of 
ferings.  Currently  18  issues  ar| 
shown.  Only  6  are  quoted  a  point  o< 
more  above  the  original  offerinj 
price.  Caveat  emptor! 

Earnings  of  most  oil  companie; 
are  expected  at  best  to  be  rather  fla 
this  year,  and  while  oil  stocks  ma; 
rally  from  their  severe  and  probabb 
exaggerated  selloff,  they  are  unlikeh 
to  regain  for  some  time  to  come  all 
the  ground  they  have  lost.  Prospect: 
for  the  oilfield  services  industry 
seem  brighter.  Earnings  should  com 
tinue  to  show  significant  gains 
quarter  after  quarter,  and  the  shares 
of  these  companies  may  respond. 

A  stock  like  Schlumherger  retain: 
its  hallowed  stature,  but  many  inves> 
tors  balk  at  the  still  high  earning! 
multiple.  They  might  prefer  Hughe* 
Tool  (80)  oxNL  Industries  (70),  whicH 
sell  at  a  more  tolerable  multiple  oi 
about  12  times  current  eamingsi 
However,  if  Hughes  Tool  can  attain 
estimated  1981  earnings  of  bettei 
than  $8  a  share  and  NL  approaching 
$8,  then  the  P/E  drops  below  10] 
which  is  quite  modest  for  companies 
enjoying  rapid  growth.  ■ 
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lany  of  the  same  factors  that  make 
onds  attractive  make  stocks  attractive. 

IMPATIENT 
MONEY 


By  Ann  C.  Brown 


ever  overestimate  the  power  of 
e  big  rally  in  bonds,  which  en- 
rely  too  many  "well-informed" 
urces  predict  will  descend  upon  us 
ly  minute  now.  To  be  sure,  one  of 
ese  days  the  bond  market  will 
rn — few  things  go  straight  down 
rever — but  individual  investors, 
lless  they  are  very,  very  wealthy 
id  very,  very  nimble,  may  be  con- 
ierably  better  off  sitting  out  this 
ippening  when  and  if  it  occurs. 
First  of  all,  I  doubt  that  inflation 
ill  come  down  to  anywhere  near 
e  5%  rate  that  the  Reagan  Admin- 
tration  forecasts  for  1984.  My 
less  is  that  it  will  be  8%  at  best 
cause  of  the  expectations  and  de- 
ands  of  labor,  increased  defense 
ending  and  continued  pressure 
)m  the  beneficiaries  of  social  pro- 
ams.  Add  to  these  forces  the  vaga- 
:s  of  the  weather  as  it  affects  agri- 
iltural  crops,  the  trend  toward 
otectionism,  the  increasing  de- 
ndence  upon  foreign  oil  and  other 
mmodities  whose  prices  are  be- 
>nd  our  control,  and  inflation  is 
cely  to  remain  at  an  uncomfort- 
ly  high  level.  Since  bond  yields 
e  inflation-related,  there  may  be 
me  relief  in  the  short-to-interme- 
ate-term  market  but  considerably 
is  in  the  longer-term  issues. 
Second,  there  are  billions  of  dol- 
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lars  of  new  bond  offerings  waiting 
in  the  wings  ready  to  fly  into  the 
market  as  any  noticeable  rate  down- 
turn occurs.  There  are  also  billions 
of  dollars  trapped  in  old  lower-yield 
bonds  maturing  in  1990  and  beyond 
waiting  to  be  sold  once  prices  start 
to  rise.  This  potential  heavy  in- 
crease in  supply  could  throw  a  wet 
blanket  over  demand  and  dampen 
much  of  the  expected  bond  price 
appreciation. 

Third,  the  secondary  markets  in 
corporates  and  tax  exempts  are  no- 
toriously illiquid,  particularly  in 
units  of  less  than  $100,000.  As  a 
result,  the  spread  between  the  bid 
and  ask  prices  is  often  enormous,  in 
many  cases  large  enough  to  wipe 
out  most  of  your  capital  gains,  even 
if  you  happen  to  call  the  interest- 
rate  turn  correctly.  As  far  as  I'm 
concerned,  bond  trading  has  been 
and  still  is  a  game  to  be  played  by 
insurance  companies,  pension  funds 
and  other  large  institutional  inves- 
tors, whose  clout  is  big  and  whose 
tax  consequences  are  small,  if  in- 
deed there  are  any  at  all. 

At  times  like  this,  it  is  wise  for 
the  individual  investor  to  remember 
that  many  of  the  same  factors  that 
make  bonds  attractive  make  stocks 
attractive,  too.  A  diminishing  infla- 
tion rate  improves  the  quality  of 
earnings  and  generally  boosts  stock 
multiples.  Lower  interest  rates  tend 
to  stimulate  new  investment  in 
more  efficient  plants  and  equip- 
ment, thereby  helping  to  improve 
productivity  and,  in  time,  brighten 
the  bottom  line. 

One  company  whose  bottom  line 
keeps  on  making  pleasant  reading 
year  after  year  is  Pogo  Producing 
(31).  I  first  recommended  the  stock 
in  early  1978  at  a  price  of  10  and 
recommended  it  again  a  little  more 
than  a  year  ago  at  20.  The  stock 
shot  up  to  almost  40  during  the 
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waning  months  of  last  year's  ener- 
gy-equity boomlet,  before  retreating 
earlier  this  year  to  the  high  20s  in 
sympathy  with  the  rest  of  the  glut 
group.  Recent  action  indicates  that 
Pogo  Producing  is  once  again  re- 
turning to  investor  favor,  and  the 
company  could  show  earnings  per 
share  of  $2.90  (fully  diluted)  for" 
1981,  up  from  $2.13  in  1980. 

What  interests  me  most  about 
Pogo  Producing  is  its  strong  posi- 
tion in  natural  gas.  Despite  initial 
denials,  I  think  the  Reagan  Admin- 
istration may  move  to  decontrol  the 
price  of  natural  gas  more  rapidly 
than  most  people  anticipate. 
Whether  or  not  this  proves  to  be  the 
case,  Pogo  is  already  benefiting 
from  the  decontrol  of  gas  from  pro- 
ducing wells  drilled  below  15,000 
feet.  In  the  first  quarter  of  this  year, 
the  company  realized  $1.67  per 
thousand  cubic  feet  of  gas,  up  from 
$1.44  for  the  same  period  a  year 
earlier.  By  year-end,  this  could  rise 
to  $2  per  mcf. 

A  new  recommendation,  Andrew 
Corp.  (34  bid,  o-t-c),  is  a  closely  held 
company  that  has  only  been  public 
for  about  a  year  now.  The  company 
is  the  largest  supplier  of  microwave 
antennas  and  coaxial  cable  to 
the  worldwide  telecommunications 
market.  In  addition,  it  manufac- 
tures earth  station  antennas  for  use 
in  conjunction  with  satellites  and 
special-application  antennas  used  in 
FM  and  television  broadcasting, 
military  telemetry,  radar  and  air 
navigation  and  control. 

Over  the  past  several  years,  An- 
drew Corp.'s  sales  have  been  grow- 
ing about  22%  per  annum,  which 
should  continue,  if  not  increase, 
during  the  decade.  The  company's 
operating  earnings  have  increased 
around  15%  per  year  but  are  expect- 
ed to  rise  sharply  in  fiscal  1982  due 
to  the  completion  of  a  new  manu- 
facturing facility  and  lower  interest 
expenses.  For  the  fiscal  year  ending 
September  1981,  Andrew  Corp.  is 
estimated  to  earn  $1.90  per  share. 
Preliminary  estimates  for  fiscal 
1982  are  for  $2.35  per  share,  with  as 
much  as  $4.40  possible  by  1985. 
With  data  communications  all  the 
rage  in  the  U.S.  and  other  industrial- 
ized countries,  and  with  the  devel- 
oping nations  establishing  telecom- 
munications networks  at  a  rapid 
rate,  Andrew  Corp.  would  appear  to 
have  a  promising  future.  ■ 
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BEEHIVE  INTERNATIONAL  0 
NET  SALES  REACH  NEW  THREE  MONTH  HIGH  IN  BEEHIVE 
INTERNATIONAL'S  FISCAL  1981  SECOND  QUARTER 

SALT  LAKE  CITY,  Utah,  April  21,  1981— Beehive  Interna- 
tional has  reported  net  sales  and  other  income  for  its 
second  quarter  ended  March  31,  1981  of  $9,770,992 
compared  with  $8,507,320  for  the  second  quarter  of  fiscal 
1980.  Net  income  from  operations  for  the  quarter  was 
$1,027,615  or  40c  per  share,  compared  with  $695,001, 
before  extraordinary  item,  or  28e  per  share  for  the  same 
period  last  year.  Net  income,  including  an  extraordinary 
item,  for  the  second  quarter,  fiscal  1980,  was  $928,001  or 
37c  per  share. 

Beehive  also  reported  that  net  sales  and  net  income  in 
the  second  quarter  of  fiscal  1981  set  new  highs  for  any 
quarter  in  Beehive's  twelve-year  history.  Year-to-date  net 
sales  of  $19.3  million  and  net  income  of  $2.1  million  were 
higher  by  37%  and  212%  respectively  over  the  first  six 
months  of  fiscal  1980.  Earnings  per  share  for  the  first  six 
months  of  fiscal  1981  were  80c  per  share.  All  per  share 
numbers  reflect  a  two-for-one  stock  split  made  in  February, 
1981. 

During  the  quarter,  contracts  with  potential  in  excess  of 
$9.5  million  were  signed  with  both  new  and  established 
customers  and  Beehive  signed  a  new  unsecured  $6  million 
line  of  credit  with  interest  at  prime  rate.  In  the  first  week 
of  April,  ground  was  broken  on  a  new  manufacturing  plant 
in  Ireland  and  the  company  completed  a  stock  offering  of 
551,000  shares. 

"The  events  of  our  second  quarter  have  established  new 
levels  of  optimism  and  underscore  the  company's  determi- 
nation to  increase  its  rate  of  progress  in  a  very  competitive 
marketplace,"  stated  Warren  Clifford,  Beehive  Internation- 
al's President  and  Chief  Eecutive  Officer. 

KEHIVE  INTERNATIONAL 

FINANCIAL  SUMMARY 
Unaudited 
3  Mos  Ended  6  Mos  Ended 

3/31/81       3/31/80  3/31/81  3/31/80 

Net  sales  and  other 

Income  $9,770,992  J8.007.320  $19,327,055  $14,114,478 

Income  from  operations 

before  taxes  1,640,336  956,001  3,298,496  686.270 
Income  tares  (612,721)  (261,000)  1,247,721  (261,000) 
Net  income  tram 

operations         1,027,615      695,001     2,050,777  425,270 

Extraordinary  item    233,000(a)    233.000(a) 

Net  income  $1,027,615  $  928,001  $2,050,777  $  658,270 
'  armngs  per  share: 

Income  (ram 

operations                 $.40          $28         $.80(6)  $.17(b) 
From  extraord- 
inary item    09(a)    09,a) 

Net  income  .40<b>         37<b'  .80<b)  26(t>) 

Weighted  average  shares 

outstanding  $2,583,223<b)  2.534,890(b)  2,560,753(b)  2i534,890(bl 
'a'— Tax  loss  carryforward 

(b)— Ad|usted  for  2-tor-l  stock  split  in  February  1981. 

(Contact:  Richard  Beck,  Senior  Vice  President,  Finance  & 
Treasurer,  Beehive  International,  P  0.  Box  25668,  Salt  Lake 
City,  UT  84125.  Phone:  (801)  355-6000.) 

CENTRAL  LOUISIANA  ENERGY  CORPORATION  N 
REPORTS  RECORD  FIRST  QUARTER  RESULTS 

LAFAYETTE,  LA.  May  6  Central  Louisiana  Energy  Corpora- 
tion (NYSE)  reported  record  results  for  the  first  quarter  1981 
announced  Gale  L.  Galloway,  Chairman,  President  and 
Chief  Executive  Officer. 

For  the  three  months  ended  March  31,  1981,  total 
revenues  were  $356.8  million,  50%  above  the  comparable 
period  of  the  prior  year.  Net  income  rose  to  $28.9  million,  an 
increase  of  78%  over  the  $16.2  million  earned  in  the  first 
quarter  last  year  Per  share  earnings  stated  on  the  basis  of 


11%  more  shares  outstanding  were  $1.34  compared  with 
the  $.84  reported  in  the  similar  period  last  year 

"We  are  particularly  encouraged  by  the  results,  as  all 
major  segments  of  the  Company's  business  continued  to 
show  marked  improvement  in  the  first  quarter.  Increased 
natural  gas  transportation  and  Company-owned  gas  pro- 
duction were  the  most  important  contributors  to  our  en- 
hanced profit  picture  for  the  period,"  Mr.  Galloway  said. 

Commenting  on  the  outlook  for  the  rest  of  1981,  Mr. 
Galloway  said,  "We  are  confident  in  the  growth  prospects 
for  our  primary  businesses  as  the  remainder  of  the  year 
unfolds.  We  anticipate  that  our  pipeline  operations  and  our 
exploration  and  production  activities  will  continue  to  show 
increased  profits." 

"We  were  pleased  to  announce  in  early  May  that  the 
Company  successfully  completed  its  No.  1  Mead,  a  signifi- 
cant development  well  in  the  Irene  Field.  On  a  six-hour  test, 
the  well  flowed  at  a  rate  of  7.1  million  cubic  feet  of  gas 
plus  264  barrels  of  condensate  a  day  through  a  15/64-inch 
choke  with  a  flowing  tubing  pressure  of  4,580  psig." 

Mr.  Galloway  continued,  "While  the  electric  utility  por- 
tion of  our  business  now  contributes  less  than  20%  of 
consolidated  earnings,  we  feel  it  should  continue  to  report 
steady  growth  aided  by  the  $16.2  million  annual  rate 
increase  received  in  March." 

Mr.  Galloway  stated,  "We  expect  the  scope  of  our 
operations  and  the  strength  of  our  marketplace  to  enable 
Central  Louisiana  Energy  to  capitalize  upon  the  exciting 
opportunities  which  exist  within  the  broad  energy  arena." 

Central  Louisiana  Energy  Corporation  is  a  diversified 
energy  company  which,  through  its  six  subsidiaries,  oper- 
ates gas  pipelines,  engages  in  oil  and  gas  exploration  and 
production,  crude  oil  refining,  gas  processing  and  provides 
electric,  gas  and  water  service  to  about  281,100  customers 
within  Louisiana.  The  Company's  shares  are  traded  on  the 
New  York  Stock  Exchange  under  the  symbol  "CEL." 

(Contact:  Carl  S.  Quinn,  Vice  President  and  Chief  Finan- 
cial Officer,  or  H.  Richard  Boultinghouse,  Jr.,  Vice  President 
and  Corporate  Secretary  of  Central  Louisiana  Energy  Corpo- 
ration, P.O.  Box  90908,  Lafayette,  LA  70509.  Phone:  (318) 
232-5700.) 


COLOR  TILE,  INC.  0 

FORT  WORTH,  TX.,  April  21,  1981— Color  Tile,  Inc.  reports 
sales  increase  of  14.5  percent  for  the  nine  months  ended 
March  31,  1981. 

Color  Tile,  Inc.  reported  sales  for  the  third  quarter 
increase  8.4  percent  to  $61.1  million  up  from  $56.3  million 
a  year  earlier. 

Earnings  decreased  20  percent  to  $3.0  million,  or  $0.28 
per  share,  when  compared  to  $3.8  million,  or  $0.38  per 
share  for  the  prior  year's  third  quarter. 

The  quarterly  gross  profit  increased  to  53.6  percent  from 
53.0  percent  as  a  percent  of  sales,  based  on  UFO  method  of 
inventory  valuation 

Nine  month  sales  rose  14.5  percent  to  $174.8  million 
from  $152.6  million.  Earnings  decreased  49  percent  to 
$8.4  million,  or  $0.77  per  share,  from  $8.8  million,  or  $0.88 
per  share,  with  9  percent  more  shares  outstanding.  The 
nine  months  gross  profit  increased  to  53.1  percent  from 
51.8  percent  as  a  percent  to  sales  based  on  UFO  method  of 
inventory  valuation. 

Inventories  decreased  from  $56.1  million  at  December 
31,  1980,  to  $50.3  million  at  March  31,  1981.  Fourteen  new 
stores  were  opened  during  the  third  quarter  to  make  514 
stores  in  operation  at  March  31,  1981. 

Nine  Months  Ended  March  31 
1981  1980 

Net  sales  $174,801,000  $152,583,000 

Income  before  income  taxes  $  15,504,000  $  16.305.000 

Provision  for  income  taxes  7,131,000  7.498.000 

Net  income  $    8,373,000  $  8.807.000 

Average  shares  outstanding  10,879,000  9.973.900 

Income  per  average  common  share  $0.77  $0.88 


"Although  sales  have  been  sluggish  this  ye; 
the  company's  historical  sales  growth,  we  ar« 
see  that  our  planned  programs  for  gross  profit 
reduction  of  inventory  levels  are  responding 
stated  John  A.  Wilson,  Chairman  of  the  Boar 
and  Chief  Executive  Officer. 

(Contact:  Ray  A.  Johnson,  Vice  President  . 
Color  Tile,  Inc.,  1700  One  Tandy  Center,  Ft.  Wort 
Phone:  (817)  390-3049.) 


GROW  GROUP  INC 

(GRO)  NEW  YORK,  nY  Grow  Group,  Inc.  recorder 
in  net  earnings  on  a  5%  gain  in  revenue  for  its 
quarter.  For  the  three  month  period  ended  Mi 
earnings  rose  to  $582,000  compared  with  $532 
like  period  a  year  earlier  while  revenues  were : 
compared  with  $54,331,000.  For  the  nine  m 
ended  March  31  net  earnings  rose  to  $3,3! 
$2,978,000  and  revenues  increased  to  $177,1, 
$167,255,000.  Primary  earnings  per  share  wer 
pared  to  $.70  and  fully  diluted  earnings  were 
pared  with  $.59  for  the  same  period  a  year 
quarterly  cash  dividend  was  paid  on  April  30, 
represents  the  68th  consecutive  quarterly  pa> 
1964. 

Through  its  newly  formed  Grow  Venture  Corp 
company  has  brought  to  completion  and  has  ii 
the  trade,  a  revolutionary  non-polluting  dispens 
ogy  for  areosol/pressurized  package  systems 
Enviro-Spray5*  This  technological  breakthrou 
made  available  nationally  to  major  industries  a 
is  in  a  controlled  consumer  market  test. 

In  December  1980  the  company  also  announ 
commercial  installation  of  the  Thermaliet"  foe 
which  brings  a  totally  new  cooking  technology 
billion-a-year  prepared  meat  market. 

The  company  purchased  from  the  Sun  Lifi 
Company  of  America  all  of  their  holdings  of  Gr< 
Stock  which  consisted  of  354,468  at  a  price  c 
share.  The  purpose  of  this  purchase  was  to  I 
available  for  stock  options,  future  stock  dividend 
corporate  requirements. 

(Contact:  Russell  Banks.  President  and  Chh 
Officer,  Grow  Group,  Inc.,  200  Park  Avenue,  Ne1 
(212)  599-4400). 


MARCH  RESOURCES  LIMITED 

VANCOUVER,  May  5,  1981— March  Resoun 
has  been  informed  by  their  operators,  Destin; 
Inc.  that  the  Barber  No.  1,  2,  4  and  5  wells 
Mitchell  County,  Texas  after  recovering  a  portion 
water,  the  wells  were  potentialed  on  April 
follOWS: 

BARBER  #1    41  BOPD  &  18  Barrels  of  Load  Wa 

The  oil  measured  30  1°  API. 
BARBER  #  2    46  BOPD  &  1 7  Barrels  of  Load  Wa 

The  oil  measured  30°  API. 
BARBER  #4    43  BOPD  &  24  Barrels  of  Load  Wa 

The  oil  measured  30  1°  API. 
BARBER  #  5    46  BOPD  &  22  Barrels  of  Load  Wa 

The  oil  measured  31°  API. 
March  Resources  Limited  has  a  5  perce 
interest  and  a  3.75  percent  net  revenue  inte 
subject  wells. 

March  Resources  Limited  has  also  been  inforr 
operators,  Command  Energy  Corporation  of 
Texas  that  the  Simpson  #4  well  located  i 
County,  Texas  has  been  drilled  to  total  depth  a 
tion  casings  have  been  installed  and  are  prese 
ing  a  service  rig.  March  Resources  Limited  ha 
percent  working  interest,  and  a  17.5  percent  i 
interest  in  the  subject  well 
The  company  has  also  been  informed  by 
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ation  that  drilling  has  almost  been  completed 
#1  well  located  In  Eastland  County,  Texas 
ire  graph  is  showing  1,000  units  of  Methane, 
it  oil  cut  and  heavy  fluorescence  showings 
0-2,490  feet.  March  Resources  Limited  has  an 
interest  and  7  percent  net  revenue  interest  in 
ell. 

rrank  J.  Matthews,  President  or  Anthony  Agos- 
y,  March  Resources  Ltd.  202-595  Howe  St., 
C.  Canada  V6C  2T5.  Phone:  (604)  687-8867.) 


SOURCES  LIMITED  V-0 

R,  April  24,  1981 — March  Resources  Limited 
armed  by  Command  Energy  Corporation  that 
ommence  on  the  36  well  drilling  program  the 
f  May,  1981,  and  that  all  36  wells  will  be 
e  end  of  the  year  1981.  March  Resources 
ilected  to  purchase  a  13.125  percent  working 
j  percent  NRI),  at  a  total  cost  $1,296  million 
ill  head. 

sources  Limited  has  also  entered  into  an 
ith  Erde  Exploration  Company  of  Midland, 
egulatory  approval,  to  purchase  a  10  percent 
;st  (7.5  to  8  percent  NRI)  of  a  9  well  program 
Shelf,  Midland  Basin,  Texas.  The  program  is 
different  prospects,  totaling  12,646  gross 
1,816  net  acres.  Estimated  field  reserves 
0,000  barrels  of  oil. 

ources  Limited's  cost  for  this  project  will  be 
S.  to  casing  point  and  $520,000  U.S.  to 

:rank  J.  Matthews,  President,  March  Resourc- 
202-595  Howe  St.,  Vancouver,  Canada  V6C 
504)  687-8867.) 


R6Y  RESOURCES  LTD.  O 

R,  May  5,  1981 — Pryme  Energy  Resources  Ltd. 
ormed  by  their  operators,  Destiny  Petroleum 
Barber  No.  1,  2,  4  and  5  wells  located  in 
ty,  Texas  after  recovering  a  portion  of  the  load 
'ells  were  potentialed  on  April  3,  1981  as 

41  BOPD  &  18  Barrels  of  Load  Water  per  day. 

The  oil  measured  30  1°  API. 

46  BOPD  &  17  Barrels  of  Load  Water  per  day. 

The  oil  measured  30°  API. 

43  BOPD  &  24  Barrels  of  Load  Water  per  day. 

The  oil  measured  30.  P  API. 

46  BOPD  &  22  Barrels  of  Load  Water  per  day. 

The  oil  measured  31°  API. 
irgy  Resources  has  a  7'/2  percent  working 
a  5.625  percent  net  revenue  interest  in  the 

rgy  Resources  has  also  been  informed  by  their 
immand  Energy  Corporation  of  Fort  Worth, 
he  Simpson  #4  well  located  in  Eastland 
;  has  been  drilled  to  total  depth  and  produc- 
tive been  installed  and  are  presently  await 
!  rig.  Pryme  Energy  Resources  Limited  has  a 
nt  working  interest,  and  a  17.5  percent  net 
est  in  the  subject  well. 

any  has  also  been  informed  by  Command 
ration  that  drilling  has  almost  been  completed 

1  #  1  well  located  in  Eastland  County,  Texas 
ire  graph  is  showing  1,000  units  of  Methane, 
it  oil  cut  and  heavy  fluorescence  showings 
0-2,490  feet.  Pryme  Energy  Resources  Limited 
working  interest  and  7  percent  net  revenue 

2  subject  well. 

Tony  Agostino,  President,  Pryme  Energy  Re- 
#202-595  Howe  St.,  Vancouver,  B.C.  Canada 
ne:  (604)  687-8867.) 


PRECISION  PRODUCTS,  INC.  N 

N,  N.Y.,  April  22,  1981— Simmonds  Precision 
.  today  reported  record  first  quarter  income 
ng  operations  of  $2  161,000,  equal  to  $.44  per 
is  of  $34,120,000. 


This  compares  with  income  from  continuing  operations 
in  the  1980  first  quarter  of  $1,783,000,  or  $.37  per  share, 
on  sales  of  $81,763,000. 

Net  Income  in  the  1981  first  quarter  doubled  to 
$2,161,000,  or  $.44  per  share,  despite  substantially  higher 
interest  expense  and  a  negative  swing  in  foreign  currency 
exchange  from  last  year's  first  quarter  which  together 
amounted  to  $.09  per  share.  In  the  prior  year's  quarter  net 
income  was  $1,075,000,  or  $.22  per  share,  after  a  loss  of 
$708,000,  or  $.15  per  share,  from  discontinued  operations. 

Geoffrey  R.  Simmonds,  Chairman  &  Chief  Executive 
Officer,  said  the  1981  first  quarter  "continues  to  demon- 
strate the  fundamental  earnings  power  of  our  core  aero- 
space and  industrial  business."  The  company  has  redirect- 
ed a  substantial  portion  of  its  development  efforts  from 
aircraft  performance  systems  to  computerized  systems  in 
the  company's  traditional  product  areas,  he  explained.  A 
year  ago,  first  quarter  income  from  continuing  operations 
included  a  charge  of  $500,000,  equal  to  $.10  per  share, 
related  to  the  cancellation  by  an  airline  of  an  order  for 
Performance  Advisory  Systems. 

Backlog  at  March  31,  1981  was  $129,200,000  compared 
with  $126,300,000  at  the  end  of  the  1980  quarter. 
SUMMARY 
Simmonds  Precision  Products,  Inc. 
for  the  three  months  ended  March  31; 

Continuing  Operations:  1961  1980 

Sales  $34,120,000  (31.763,000 

Income  Before  Taxes  3,901,000  2.914,000 

Net  Income 

Continuing  Operations  2,161,000  1.783,000 

Discontinued  Operations  —  (708,000) 

Total  2,161,000  1,075.000 
Net  Income  Per  Share 

Continuing  Operations  $.44  $37 

Discontinued  Operations  —  (.15) 

$.44  $.22 

(Contact:  Howard  F.  Matus,  Simmonds  Precision  Prod- 
ucts, Inc.,  150  White  Plains  Road,  Tarrytown,  N  Y.  10591. 
Phone:  (914)  631-7500.) 


TELEFLEX  INCORPORATED  A 

LIMERICK,  PA,  April  14,  1981— Teleflex  Incorporated 
today  reported  a  gain  in  first  quarter  earnings  of  50%  on  a 
revenue  increase  of  35%. 

Net  income  for  the  quarter  ended  March  29,  1981, 
amounted  to  $1,581,000  or  $.51  per  share  versus 
$1,027,000  or  $.34  per  share  in  1980.  Revenues  increased 
to  $24,907,000  compared  to  $18,443,000  for  the  same 
period  last  year. 

COMPARATIVE  SUMMARY 
OF  REVENUES  AND  EARNINGS 
(Unaudited) 

Three  Months  Ended 
March  29         March  30 
1981  1980 
Revenues  $24,907,000       $18  443,000 

Income  before  taxes  $  2,827,000       $  1.962,000 

Net  income  $1,581,000       $  1,027,000 

Earnings  per  share  $.51  $  34(a) 

(a)  Adjusted  to  reflect  the  two-for-one  stock  split  distributed  December  15. 
1980 

The  dramatic  increases  were  the  result  of  continued 
improvement  in  the  sales  of  the  company's  technical 
products  and  a  stronger  than  expected  performance  by  the 
company's  commercial  operations,  according  to  senior  vice 
president  John  H.  Remer. 

"Better  than  anticipated  sales  of  our  controls  to  the 
automotive  industry  and  a  moderate  rebound  in  our  marine 
products  had  a  very  positive  effect  on  the  results,"  Remer 
said  "The  outlook  for  the  remainder  of  the  year  continues 
to  be  favorable,  although  economic  factors  could  temper 
our  rates  of  increase." 

Teleflex  is  an  engineering  company  whose  primary  busi- 
ness is  the  development  and  marketing  of  problem-solving 
specialized  technologies  in  both  commercial  and  technical 
market  areas. 

(Contact:  Seaborn  C.  Langley,  Director  of  Corporate 
Communications,  Teleflex  Incorporated,  155  South  Limerick 
Road,  Limerick,  PA  19468.  Phone:  (215)  948-5100.) 


UNITED  ENERGY  RESOURCES,  INC.  N 

HOUSTON,  May  4— United  Energy  Resources,  Inc.,  today 
reported  a  33  percent  increase  in  unaudited  consolidated 
net  income  for  the  first  quarter  of  1981.  Net  income  was 
$55.4  million  on  revenues  of  $1.3  billion  in  1981,  compared 
with  net  income  of  $41.7  million  on  revenues  of  $1  billion 
for  the  first  quarter  of  1980. 

Earnings  per  share  for  the  first  quarter  of  1981  were 
$1.99  on  27.8  million  shares  outstanding  compared  with 
$1.62  per  share  on  25.8  million  shares  outstanding  in  the 
first  quarter  of  1980,  a  23  percent  increase  after  incorpo- 
rating the  full  impact  of  the  company's  two  million  share 
stock  offering  in  December  1980. 

United  Energy  Resources  is  the  parent  company  of  United 
Gas  Pipe  Line  Company  (Interstate  Gas  Transmission), 
United  Texas  Transmission  Company  (Intrastate  Gas  Trans- 
mission), Cotton  Petroleum  Corporation  (Oil  and  Gas  Explo- 
ration), Development  and  Production),  United  Energy  Ser- 
vices Company  (Contract  drilling  and  well  servicing)  and 
Petrounited,  Inc.  (bulk  liquids  terminaling  and  marketing). 

J.  Hugh  Roff,  Jr.,  United  Energy's  Chairman,  President 
and  Chief  Executive  Officer,  said  the  operations  of  each 
principal  subsidiary  contributed  to  the  improved  first  quar- 
ter results. 

United  Energy's  consolidated  net  income  for  the  12 
months  ended  March  31,  1981  was  $179.2  million,  or 
$6.78  per  share,  on  operating  revenues  of  $4.4  billion, 
compared  with  net  income  of  $127  million,  or  $5.07  per 
share,  on  operating  revenues  of  $3.5  billion  for  the  12 
months  ended  March  31,  1980. 

Earnings  per  share  and  weighted  average  number  of 
shares  outstanding  have  been  restated  to  reflect  a  distribu- 
tion in  the  nature  of  a  two-for-one  stock  split  effective  April 
1,  1980. 

(Contact:  C.  Ray  Holland,  Public  Relations  Director,  or 
Gary  N.  Willis,  Coordinator,  Financial  Relations,  United 
Energy  Resources,  Inc.,  P.O.  Box  1478,  Houston,  TX  77001. 
Phone:  (713)  237-5300.) 
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CORPORATE  REPORT 


It's  where  publicly-held  corporations 
can  report  current  developments  to 
America's  most  important  investors. 

Corporate  Report  Updates  appears 
once  a  month.  For  added  editorial 
impact  and  relevance,  it  will  be 
positioned  in  Forbes'  popular 
section,  "Money  and  Investments." 

Forbes  has  over  690,000  subscribers 
and  a  total  readership  that  exceeds 
2,250,000.  Ninety-eight  percent  of 
Forbes'  subscribers  have  an  invest- 
ment portfolio  with  an  average  value 
of  $473,000.  Half  are  involved  with 
helping  corporations,  institutions, 
pension  funds,  trusts,  etc.  make 
investment  decisions. 

Just  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:  (212)620-2371 


Get  Stocked 
for  the  Ws. 

Where  are  the  realistic  financial 
values  for  the  unpredictable  dec- 
ade ahead?  We  at  Penn  Square 
feel  the  answer  is  a  diversity 
of  fundamentally  undervalued 
common  stocks,  not  in  second- 
guessing  market  cycles. 

Explore  our  objectives.  Penn 
Square  Mutual  Fund  may  be  the 
answer  you're  looking  for. 

For  more  information,  including  management 
charges  and  expenses,  write  or  call  us  for  our 
free  prospectus  Read  it  carefully  before  you  in- 
vest  or  send  money 

800/523-8440 

In  PA,  call  collect  215/376-6771 
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Penn  Square  Mutual  Fund 

|  5th  &  Washington  Sts .  PO  Box  141 9.  Reading.  Pa  1 9603 
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Investment  experience  since  1957. 
Over  SI 50.000,000  In  assets. 
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IN  OUR  FIGHT 
AGAINST 

BIRTH 
DEFECTS 

MARCH  OF  DIMES 

THIS  SPACE  CONTRIBUTED  BY  THE  PUBLISHER 


"Showers  of  Diamonds"  " 
Fountains  by  RAIN  JETS 
Extremely  beautiful  prismatic 
Fountain  Assemblies  in  bowls 
up  to  8  ft.  with  lights,  or  Foun 
tarn  Heads  only.  Patented, 
energy-saving  design  —  water 
recirculates.  Write  or  phone 
for  Full-Color  Literature. 
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RAIN  JET  CORP..  Dept.  FS 

301  S  Flower  Si  .  Burbjnk.  CA  91503 

Toll  free  800-423-2379 
Calif.:  213  849-2251  Collect 


Psychology  &  Investing 


There  are  more  animals  in  Wall  Street 
zoo  than  just  bears  and  bulls. 

THE  BOOM  BUST 
MENTALITY 


By  Srully  Blotnick 


WW'    1  ! 

If 


He  is  a  well-known  security  analyst, 
and  his  recommendations  have  in- 
fluenced the  purchase  and  sale  of 
millions  of  shares  of  stock.  If  you 
knew  what  I  know,  I  think  you'd 
take  his  advice  cautiously,  if  at  all. 

During  our  first  meeting  he  was 
in  a  manic  mood.  "I'm  a  roaring 
bull,"  he  proclaimed.  "The  earnings 
of  every  company  I  follow  will  dou- 
ble— some  will  triple  or  quadruple — 
and  these  stocks  will  skyrocket. 
This  group  is  about  to  soar." 

"Fine,"  I  thought  to  myself, 
"maybe  he's  right,  although  his  en- 
thusiasm seems  quite  excessive. 
Time  will  tell." 

Six  months  later  he  was  express- 
ing no  opinion  at  all.  "Everything  is 
in  a  state  of  flux,"  he  said  tensely. 
"The  situation  is  changing  every 
day.  The  future  is  very  unclear." 

It  was  clear  to  me  that  he  wanted 
to  bolt  in  one  direction  or  the 
other — be  highly  bullish  or  grimly 
bearish — but  was  restraining  him- 
self. Having  to  stay  in  one  place  in 
neutral  territory  was  the  worst  form 
of  torture  for  him. 

During  our  next  meeting  seven 
months  later,  it  was  apparent  that 
he'd  broken  out  of  his  self-imposed 
prison.  "The  whole  industry  is  go- 
ing to  pot,"  he  said  with  an  infec- 

Dr.  Srully  Blotnick  is  a  practicing  psycholo- 
gist unci  author  o/'Getting  Rich  Your  Own 
Way  and  Winning:  The  Psychology  of  Suc- 
cessful Investing. 


tious  pessimism.  "Half  these  cc 
panics  will  be  losing  money  so 
Dark  days  are  coming." 

He  was  visibly  agitated, 
strangely  happy,  enjoying  ev 
minute  of  the  bleak  sermon  he  \ 
preaching.  In  fact,  he  mentioi 
that  he'd  just  put  in  a  call  to  a 
porter  he  knew  at  the  Wall  Sh 
Journal.  "I  want  to  spread 
word,"  he  said,  with  a  showy  sei 
of  public  responsibility.  What 
really  meant  is  that  he  wanted 
credit — in  print — for  being  the  f 
to  realize  that  the  sky  was  aboul 
fall.  As  he  put  it:  "I  want  them  al 
remember  who  they  heard  it  fr 
first."  The  Journal  did  indeed  i 
his  comments  in  one  of  its  storj 
though  to  its  credit,  in  muted  foi 

Good  thing  too.  For  less  than 
months  later  his  mood  had  swu 
widely  once  again,  carrying  Y, 
back  toward  extreme  bullishness 
was  at  that  point  that  he  uttej 
what  I'll  always  consider  one  of 
true  classics  of  the  manic-depi 
sive  investment  mentality.  "If  th 
companies  don't  go  bankrupt  in 
next  few  months,"  he  said  soler 
ly,  "they'll  all  be  earning  at  least ! 
a  share  in  a  few  years." 

It  has  been  a  year  since  he  a 
that,  and  in  the  intervening  per 
he  has  become  bearish.  "We  co 
be  on  the  brink  of  a  financial  < 
lapse,"  he  said  a  few  days  ago. 
seems  to  have  forgotten  he  said 
actly  the  same  thing  two 
ago — and  2V2  years  before  that. 

When  people  tell  us  someth; 
it's  often  critically  important  to 
ure  out  why  they're  saying  w 
they're  saying.  Getting  to  the 
derlying  motives  could  save  us  fi 
taking  their  advice  seriously  and 
ing  ourselves  harm. 

An  individual's  personality 
color  his  judgment  profoundly, 
nowhere  is  that  more  true  t. 
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an  investment  adviser.  Two 
lly  competent  researchers  could 
/  the  same  firm  and  come  to 
tly  opposite  conclusions.  Ditto 
the  market  as  a  whole.  Person  - 

isn't  always  involved,  but  it 
lly  is,  and  affects  the  outcome 
iderably.  Optimists  tend  to  be 
sh,  pessimists  to  be  bearish, 
manic-depressives — well,  they 
ce  back  and  forth  from  one  ex- 
e  to  the  other.  First,  they  want 

0  buy  like  crazy.  Then,  as  soon 
»ur  portfolio  is  full,  they  want 
to  empty  it.  Fast.  No  wonder 
^rage  firms  love  'em. 

e  comments  of  well-known  se- 
ies  analysts  are  taken  seriously 
>th  individual  and  institutional 
itors.  In  the  majority  of  cases, 
5  appropriate.  Many  are  knowl- 
ible  about  the  industries  they 
r.  However,  a  substantial  num- 
ike  the  information  they  gath- 
id  cram  it  into  an  extremely 
ive  or  negative  forecast.  Re- 
ding to  the  exaggerated  hopes 
trs,  customers  rush  to  seize — or 
-stocks  that  they  would  have 
better  advised  to  leave  alone. 

1  the  analysts  we're  talking 
t  acting  manipulatively,  delib- 
ly  helping  to  churn  accounts? 
Vlost  aren't  even  aware  they're 
;  it.  In  fact,  they'd  be  mortified 
ilize  how  extremist  the  history 
eir  own  recommendations  has 

The  instability  of  their  per- 
ities  magnifies  every  market 
[.  And  that's  the  reason  you 
to  be  so  wary  of  what  they  say. 
:  all  know  the  absurd  excesses 
kind  of  thing  produces.  In  late 
the  stock  market  said  Exxon 
worth  nearly  $90  a  share;  less 
six  months  later,  just  $60 — a 
•illion  difference.  Yet  not  much 
hanged.  Same  company,  same 
s  and  the  same  long-term  situa- 
in  oil.  Other  examples?  A  year 
\merican  Airlines  sold  for  8; 
it  is  19.  It's  still  the  same  com- 
and  business  hasn't  improved 
l.  Apparently  oil  analysts  are  in 
iressive  phase;  airline  analysts 
nanic  one. 

short,  one  of  the  oldest  Wall 
t  saws  is:  There's  room  for 
,  and  there's  room  for  bulls,  but 
's  no  room  for  pigs, 
cover  current  conditions,  we 
another  saying:  Anyone  who 
:s  there's  room  only  for  bulls 
tears  is  a  jackass.  ■ 


1,551,787  shares 

of  its  Common  Stock 
were  acquired  by  Foremost-McKesson,  Inc. 
from  Sharon  Steel  Corporation. 

The  undersigned  assisted  both  parties 
in  the  negotiation  and  consummation 
of  this  transaction. 

Jeff eries  &  Company,  Inc. 

INSTITUTIONAL  BROKERS 
LOS ANGELES 

ATLANTA  BOSTON  CHICAGO 

DALLAS  NEW  YORK 


Our  special  money  market  fund  will 
help  get  the  IRS  out  of  your  pocket. 
It  offers  tax-free  income*  with  solid 
stability. 

□  Income  free  of  Federal  income 
taxes. 

□  $1.00  a  share  value.f 

□  Minimum  investmentjust  $1,000. 

□  Prompt  1  iquidity.  A  toll  -  free  phone 
call  gets  your  money  back. 


□  Free  checkwriting  over  $500. 

□  No  interest  penalty  for  early 
withdrawal.  No  sales  commission. 

□  Easy  to  change  investment 
strategy.  Switch  to  other 

T.  Rowe  Price  Funds  by  phone 

without  charge. 
Call  FREE  1-800-638-5660. 
In  Maryland  1-800-492-1976. 
In  Baltimore  547-2308. 


Enough  is  enough. 


T.  RowePriceT^Exempt  A6 
MoneyFund 

A  No- Load  Fund 
T  Rowe  Price  Marketing,  Inc. 
100  East  Pratt  Street,  Baltimore,  Maryland  21202 


Name . 


Address  _ 


City . 


_ State _ 


-Zip. 


For  more  complete  information,  including  man- 
agement fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you 
invest  or  send  money.  *Income  may  be  subject  to 
state  and  local  taxes.  fRounded  tothenearestcent. 
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June  Issue  Features: 

T.  Rowe  Price 
New  Horizon's 
OTC  stocks. 

Robert  J.  Flaherty's 


OTC 

REVIEW 


Jenkintown,  PA  19046 


Please  enter  my  subscription  to 
Over-the-Counter  Review.  The 
subscription  is  $17  for  6  months, 
$30  a  year,  $45  for  two  years,  or 
$55  for  three  years. 


Name 


Address 
City  


.  State . 


.Zip 


□  Enclosed  is  Check 


M  Me 


SEA 

EAGLE  8 

97"  x  4'6;  33  lbs. 

Holds  4  adults.  3  HP  capacity 


Quality  Alternative  to 
Cost  Inflatable  Boats! 

Why  pay  $600.  $1000  or  more 
for  an  inflatable  boaf 
Sea  Eagles  last  years. 

pack  small 
and  cost  $100  to  $220. 
Canoes,  dinghies  and 
motormount  boats 
Write  tor  our  FREE 
brochure 
Sea  Eagle.  Dept  FO-6. 
SI.  James.  NY  11780 
Or  phone  516-724-8900 
Monday-Friday 
8  30  4M-4  30  PM  EST 


CARTA  MAGNA  is  an  individualized  and  confidential 
international  tree-lance  service  tailored  to  specific 
needs  that  you  may  have  in  the  Caribbean  and  Latin 
America.  A  few  select  cases  accepted  at  one  time, 
with  a  wide  range  of  problem-solving  tasks  per- 
sonally performed  in  your  behalf.  Backed  by  many 
years  of  overseas  trouble-shooting,  sales,  market- 
ing, fact  finding,  financial,  contract  negotiation  and 
other  services  For  information  call:  Midwest  (314) 
454-0266,  Southeast  (305)  553-6861  Or  write  PO 
Box  523278.  Miami,  FL  33152  Telex 803-276 


IJj  M6IML-8 

Risiorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


Financial  Strategy 


Robert  Wilson  expects  to  make  the  be 
part  of  a  billion  dollars.  Here's  bow. 

ADVICE  FROM  A 
WISEMAN 


In  1958  his  father  gave  Robert  Wil- 
son $15,000,  which  Wilson  has  run 
into  several  tens  of  millions  over  a 
20-year  period.  Then  he  found  him- 
self a  niche  in  Wall  Street  folklore 
by  dropping  a  reported  $20  million 
in  a  single  short  in  Resorts  Interna- 
tional. But  he  assured  one  and  all 
that  he'd  make  it  all  back. 

In  reflecting  on  his  horrible  expe- 
rience, he  realized  that  America, 
about  which  he'd  been  deeply 
gloomy,  had  apparently  changed 
course.  Some  of  our  native  spunk 
has  reappeared.  He  also  feels  that 
we  are  favoring  enterprise  again, 
and  the  economy,  the  stock  market 
and  inflation  will  improve.  Wilson 
expects  to  make  the  best  part  of  a 
billion  dollars  by  the  time  the  mar- 
ket peaks  some  years  from  now. 
He's  off  to  a  fast  start  with  gains  of 
60%  in  1979  and  70%  last  year. 

He  continues  to  like  two  categor- 
ies of  investments,  which  in  our 
talks  we  called  "new-wave"  and 
"wall-of-fear"  stocks. 

New-wave  stocks,  Wilson  says, 
are  companies  that  are  doing  some- 
thing that  was  never  done  before,  or 
else  that  is  being  done  in  a  highly 
novel  way. 

An  example?  Datapoint.  It  is  driv- 
en to  come  up  with  new  discover- 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  tlx  autlx>r 
of  The  Money  Masters  and  Dance  of  the 
Money  Bees. 


ies,  new  solutions.  Having  staj 
out  with  a  determination  to  \>\ 
the  office  of  the  future — nota 
with  intelligent  terminals — it 
branched  out  to  many  other  ar 
such  as  integrated  communicatio 
One  device  selects  the  cheaj 
route  to  use  in  calling  long  distal 
another  spots  people  in  an  of 
who  talk  too  much  on  the  t 
phone.  Wilson  expects  Datapohi 
go  on  growing  at  40%  a  year.  It  is 
the  mid-50s,  an  expensive  stc 
but  not  excessively  so. 

Similarly,  Engelhard  Minerals 
Chemicals  is  performing  a  funcfj 
in  trading  commodities,  ores  and 
that  did  not  exist  previously, 
Federal  Express  created  a  new  n 
ket,  the  overnight  delivery  serv 
Other  new-wave  stocks  would 
Docutel  and  Diebold  in  bank  autoi 
tion;  ISC,  whose  terminals  are  u 
in  savings  and  loans;  the  Atari  d 
sion  of  Warner  ;  and  Apple  and  C< 
modore  in  computers.  Likev 
Tandy ,  which  indeed  lives  off  r 
products — first  stereo,  then  c 
zen's  band  radio,  then  comput 
Cray  Computer  now  does  things  t 
no  one  thought  could  be  done, 
instance,  improvements  in  weat 
prediction  are  in  part  due  to  sa 
lites,  but  also  in  part  to  the  v 
large  computers  that  Cray  mal 
CATV,  similarly,  will  bring  a  n 
capability  to  do  things. 

Wilson  thinks  in-home  care  \ 
be  the  medical  revolution  of 
next  decade.  It  can  be  achieved 
private  enterprise.  He  likes  Qua 
Care  and  Kelly  Girl. 

Other  new  waves:  the  pre 
housing  that  the  mobile-home  cc 
panies  are  in;  Sony's  constant  in 
vations  in  consumer  electronics 
variation  is  the  mature  indus 
that  becomes  rejuvenated,  like 
railroads,  thanks  to  deregulation 

He  bets  on  people,  and  is  tl 
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cted  to  small  oil  exploration 
panies  with  aggressive,  gutsy 
agement:  Texas  International 
3asic  Earth  Sciences. 
lother  one  of  Wilson's  key  ideas 
at  the  market  "climbs  a  wall  of 
"  If  investors  already  believe  in 
npany,  then  even  if  it  does  well 
stock  won't  move,  since  the 
.  news  is  discounted.  If,  on  the 
rary,  everybody  is  frightened  of 
mpany  but  it  doesn't  collapse, 
when  the  fear  melts,  the  stock 
advance. 

own  Lockheed,"  said  Wilson, 
about  27.  It's  the  premier  de- 
;  contractor,  with  the  most 
resting  programs.  But  it  also 
es  the  L-1011  civilian  aircraft, 
vhich  it  has  lost  hundreds  of 
ions  of  dollars.  But  now 
've  had  enough — they've  said 
mch. 

.ockheed  will  earn  about  $8  a 
e  in  1981  from  defense,  $12  in 
'.,  and  perhaps  $  1 5  in  a  few  years, 
ses  $4  on  the  L-1011.  So  if  it 
els  the  L-1011  program,  instead 
porting  $8  in  1982  it  could  re- 
$12,  and  the  stock,  at  scarcely 
twice  earnings,  will  soar." 
idahl  is  another  example.  "It 
ids  like  a  me-too  IBM,  so  people 
Lfraid  of  it,"  says  Wilson.  "Actu- 
though,  it's  better  than  IBM. 
lahl  could  earn  $15  a  year  in  six 
seven  years.  Recent  earnings 
:  been  disappointing,  but  mostly 
use  of  the  sales/lease  ratio,  not 
use  of  the  fundamentals.  Once, 
120,  it  was  a  darling  of  Wall 
st.  Probably  it  will  be  again.  But 
selling  for  only  $37." 
ilson  owns  Molex,  an  excellent 
ufacturer  of  electronic  connec- 
"It  grows  35%  a  year,  the  stock 
Les  up,  it's  dull.  Still,  it  makes 
feel  virtuous.  If  my  net  worth 
fs  35%  a  year  long  enough, 
e  day  I'll  be  somebody." 
le  whole  market  is  a  wall-of- 
situation.  It's  reasonably  priced 
:ss  the  whole  scheme  of  things 
jming  unstuck.  In  the  old  days 
)le  said  that  the  best  strategy 
to  buy  a  good  stock  and  put  it 
y.  That,  says  Wilson,  is  now 
again:  but  not  the  Dow  stocks, 
not  even  Hewlett-Packard,  Tex- 
[nstruments  or  IBM.  No,  the 
ks  to  put  away  are  the  new- 
e  companies  that  are  doing 
ething  important,  something 
ting.  ■ 


Special  Invitation  from 
VALUE  LINE 

To  Investors  Who  Use 
Discount  Brokers 

. . .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors  are  turning 
to  discount  brokers  to  cut  commission 
costs.  Generally,  this  is  appropriate  only  for 
those  who  make  their  own  decisions,  since 
most  discount  brokers  do  not  provide  in- 
vestment research. 

So,  if  you're  doing  business  with  a  dis- 
count broker,  you  need  the  best  indepen- 
dent research  you  can  get.  (Your  commis- 
sion savings  on  just  a  few  trades  may  pay 
for  a  full  year  of  such  assistance.)  Here's 
how  Value  Line  can  helD: 
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(These  Pages  Are  Reduced  From  Actual  8Vi"  x  11"  Size.) 

We'd  like  to  send  you  Value  Line's  latest 
full-page  Reports  on  each  of  1700  stocks 
under  continual  review.  These  come  to  you 
ready  for  instant  use,  fully  indexed  and 
loose-leaf  bound  in  the  Investors  Refer- 
ence Service  .  .  .  and  will  be  systematically 
updated  by  new  Reports  in  the  weeks 
ahead.  Filing  takes  less  than  a  minute  a 
week.  All  this  material  is  so  organized  in 
your  binder  that  you  can  quickly  turn  to  a 
continually  updated  report  on  almost  any 
leading  stock. 

These  comprehensive  Reports  cover  al- 
most every  stock  that's  likely  to  be  of  inter- 
est to  you.  The  1700  stocks  covered  by 
Value  Line  account  for  approximately  96% 
of  all  dollar  trading  volume  in  the  U.S. 
equity  markets.  With  Value  Line,  you're 
really  "well  armed." 

A  typical  Value  Line  full-page  Report  on 
a  stock  includes  22  series  of  vital  financial 
and  operating  statistics— going  back  15 
years  and  estimated  3  to  5  years  into  the 
future — plus  ratings  and  estimates  of  re- 
lative Price  Performance  in  the  next  12 
months,  long-term  percentage  Apprecia- 
tion Potential,  Safety,  current  Yield  and 
P/E  compared  to  past  norms,  and  Value 
Line's  analysis  of  ongoing  corporate  devel- 
opments. About  130  Reports  are  issued 
every  week— 1700  every  13  weeks— in  regu- 
lar sequence. 

But  perhaps  most  signficant  of  all  is  the  ob- 


jective Value  Line  Ranking  system  which 
reduces  thousands  of  hours  of  research  by 
70  experienced  analysts  and  statisticians  to 
two  straightforward  signals,  the  rank  for 
Timeliness,  the  rank  for  Safety. 

Stocks  to  Avoid  Now 

Because  Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1700  stocks,  you 
can  quickly  and  easily  identify  which  stocks 
we  currently  rate  relatively  best  and  worst 
for  your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks  currently 
rated  below  average  for  Timeliness  in  the 
year  ahead. 

In  addition  to  the  full-page  Reports,  Value 
Line's  key  investment  ratings  and  measure- 
ments for  all  1700  stocks  are  updated 
EVERY  WEEK  in  our  40-page  weekly  Sum- 
mary &  Index.  With  Value  Line,  you  are 
never  left  "hanging." 

Double  Bonus  Offer 

If  you're  an  independent  investor— if  you 
call  your  own  shots— you  should  settle  for 
nothing  less  than  the  best.  So  we  invite  you 
to  let  us  send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the  next  12 
months.  Plus  two  immediate  bonuses— the 
two-volume  Investors  Reference  Service 
(described  above)  and  our  penetrating  new 
96-page  guide  book,  "Evaluating  Common 
Stocks,"  which  explains  how  even  inex- 
perienced investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own 
portfolios  by  focusing  on  only  two  unequi- 
vocal ratings,  one  for  Timeliness  (Perfor- 
mance in  next  twelve  months)  the  other  for 
Safety. 

Money  Back  Guarantee:  You  take  no  risk  in 
accepting  this  offer.  If  you're  not  satisfied 
with  Value  Line  for  any  reason  at  all,  just 
return  the  material  you  have  received  with- 
in 30  days  for  a  full  refund  of  your  subscrip- 
tion fee. 

Special  Introductory 
Trial  Offer 

Or  if  you  prefer— and  if  no  member  of 
your  household  has  subscribed  to  Value 
Line  in  the  past  two  years— you  may  take 
an  introductory  10-week  trial  for  only  $33. 
You  get  the  same  bonuses  and  the  same 
money-back  guarantee. 


CALL  TOLL-FREE: 
It  you  have  Master  Card,  American  Express 
or  Visa,  phone  1-800-331-1750  (operator  13) 
24  hrs.  7  days  a  week. 
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□  Begin  my  10-week  trial  subscription  for  $33  to  The  Value 
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ONE  YEAR  SUBSCRIPTION 
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The  Contrarian 


"Only  suckers  buy  high-yielding  stocks. " 
Those  investors  who  believe  that,  don't 
really  understand  the  stock  market. 

HOW  TO  HAVE  YOUR 
CAKE  AND  EAT  IT 


By  David  Dreman 


You  can  go  for  either  of  two  targets: 
for  capital  gains  or  for  income.  The 
two  goals  are  not  compatible.  So 
goes  the  conventional  wisdom.  The 
conventional  wisdom  is,  as  usual, 
quite  wrong.  We  undertook  a  major 
computer  study  between  1968  and 
1977,  using  1,800  of  the  most  wide- 
ly followed  companies  in  the  coun- 
try. The  time  span  covered  both  the 
wild  and  woolly  go-go  markets  of 
the  late  Sixties  and  the  two  worst 
bear  markets  of  the  postwar  period. 
What  we  found  was  that,  far  from 
being  incompatible,  the  pursuit  of 
high  income  and  of  superior  capital 
gains  usually  go  hand  in  hand  in  the 
stock  market.  Look  at  the  table: 


rearranged  each  year-end  by  the  P/E 
multiples  then  prevailing.  The  top 
group  (1)  comprises  the  highest  P/E 
multiples,  the  bottom  (10)  the  low- 
est. The  table  gives  the  average  an- 
nual total  return  followed  by  the 
breakdown  into  its  two  compo- 
nents, yield  and  capital  apprecia- 
tion. Even  a  fast  glance  at  the  table 
indicates  the  superior  results  of  the 
lower-multiple  groups.  (Results  in 
the  four  middle  groups,  omitted  be- 
cause of  space  limitations,  im- 
proved as  the  price/earnings  level 
dropped.) 

When  you  analyze  this  superior 
performance  of  the  low  P/E  stocks 
you  might  expect  that  most  of  it 
comes  from  their  higher  dividends. 
What  is  surprising  is  that  low  P/Es 
do  better  in  the  capital  gains  sweep- 
stakes. Appreciation,  in  most  cases, 
is  directly  inverse  to  P/E  ratio. 

Over  the  life  of  the  study,  the 
bottom  10%  of  P/Es  appreciated 
6.20%  annually,  vs.  -2.28%  for  the 
highest  P/Es.  In  the  1970-76  period 
the  lowest  group  still  outran  the  top 
group  better  than  2-to-l  (10.29%  vs. 


Annual  rate  of  return 

1968-77 

1970-76 

Total 

Total 

annual 

Appreci- 

annual 

Appreci- 

Decile 

return 

Yield 

ation 

return 

Yield 

ation 

Highest  P/E  1 

-1.13% 

1.15% 

-2.28% 

6.10% 

1.25% 

4.85% 

2 

0.56 

1.70 

-1.14 

6.25 

1.80 

4.45 

3 

1.63 

2.21 

-0.58 

8.01 

2.36 

5.65 

8 

8.56 

4.18 

4.38 

12.79 

4.43 

8.36 

9 

6.08 

4.22 

1.86 

8.61 

4.34 

4.27 

Lowest  P  E  10 

10.26 

4.06 

6.20 

14.13 

3.84 

10.29 

Two  sets  of  figures  are  presented. 
The  first  covers  the  entire  nine 
years  of  the  study,-  the  second  the 
better  markets  between  the  bear 
market  low  of  1970  and  the  interim 
highs  of  1976.  All  stocks  were  ar- 
ranged in  ten  equal  groupings  strict- 
ly according  to  P/E  multiples  and 


4.85%).  In  every  other  time  period 
measured,  we  came  up  with  re- 
markably similar  results. 

Contrary  to  what  the  good  books 
say,  then,  these  rather  startling  but 
well-documented  statistics  indicate 
that  you  can  have  your  cake  and  eat 
it  too.  Low  P/E  stocks  provide  both 
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better  appreciation  and  much  hig 
er  income. 

The  study  also  indicates  t] 
stronger  defensive  nature  of  tl 
large-dividend  payers.  In  the  pooi 
market  period  in  particular,  the  su 
stantialiy  larger  yields  of  the  low  F 
stocks  were  a  major  contributor 
the  higher  returns,  and  thus  to  th< 
better  performance. 

This  being  so,  which  stocks  of! 
the  right  combination  of  high  yie 
plus  capital  gains  potential?  He 
are  some  good  ones: 

•  Chemical  Bank  (52),  the  natioi 
sixth-largest  bank,  currently  yiel 
7.3%  and  trades  at  a  P/E  of  4.  Eai 
ings  should  show  a  good  improv 
ment  from  1980's  $1 1.17  a  share. 

•  Wells  Fargo  (28),  the  tenth-lai 
est  bank  holding  company,  yiel 
6.7%  and  has  a  P/E  of  5.  Earnings  z 
estimated  to  increase  22%  in  19 
from  the  $5.32  of  1980. 

•  Travelers  (45)  is  a  multiline  i 
surance  company  that  has  been  al 
to  raise  rates  and  keep  eamin 
growth  ahead  of  inflation.  In  the  h 
decade,  the  company's  earnings  p 
share,  although  volatile,  ha 
shown  an  almost  20%  annual  i 
crease.  The  stock  currently  trades 
a  P/E  of  5  and  yields  6.3%. 

•  Shell  Transport  &  Trading  (3 
the  British  arm  of  Royal  Dutch,  h 
been  knocked  down  33%  from 
November  high.  The  stock  preser 
good  value  trading  at  a  P/E  of  5  a 
yielding  11%. 

•  Anglo  American  Gold  Investme 
ADR,  one  of  the  largest  South  Af 
can  gold  holding  companies,  h 
major  interests  in  four  large  Sou 
African  mines,  as  well  as  a  stake 
uranium  and  gold  mines  abroj 
Currently  down  from  its  alltir 
high  of  149,  to  87,  the  stock  trad 
at  about  a  40%  discount  from  t 
market  value  of  its  holdings,  a 
yields  11.3%. 

Are  all  the  stock  market  winn< 
in  the  high-yield,  low  P  E  groups? 
course  not,  but  of  this  you  can 
certain:  A  faithful  and  diversifi 
adherence  to  a  low  P/E,  high-yii 
strategy  will  enable  you  to  hi 
most  other  investors — professioi 
and  amateur  alike.  I  have  40  yea 
worth  of  studies  to  prove  it.  ■ 


Daiid  Dreman  is  managing  director  of  D 
man,  Gray  &  King  Investment  Count 
Sew  York,  and  author  of  Contrarian  Inv< 
ment  Strategy 
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e  need  a  financial  crisis,  but  we  do  not 
?ed  the  kind  of  mess  that  blind  adher- 
ice  to  monetarism  could  create. 

THE  MENACE  OF 
MONETARISM 


By  Ashby  Bladen 


h  of  the  last  four  credit  crunches 
led  when  the  Fed  panicked  at  the 
t  sign  of  a  developing  financial 
>is  and  flooded  the  economy  with 
lidity.  So  the  crunch  failed  to  ac- 
nplis-h  its  intended  purpose,  and 
h  time  the  inflation  came  back 
mger  than  ever.  Now  the  Fed  has 

active  support  of  the  Adminis- 
:ion,  and  I  believe  that  it  does  not 
;nd  to  fail  at  the  fifth  try.  This 
ie  I  think  that  the  danger  is  not 
ure,  but  overkill, 
"he  reason  the  Fed  panicked  and 
ed  in  1966,  in  1970,  in  1975  and 
in  in  1980  was  that  its  theory 
ut  the  workings  of  our  financial 
tern  didn't  tell  it  that  the  infla- 
l  could  only  be  broken  by  a  credit 
;is  that  left  people  too  scared  to 
row  and  spend  excessively.  By 
ling  back  short  of  such  a  fright, 

Fed  failed  to  end  inflation, 
y  now  I  believe  that  at  least  some 
he  Fed's  governors  realize  that  a 
is  is  necessary.  And  their  theory 
ut  what  they  are  supposed  to  be 
rig  is  also  changing,  but  it  is 
nging  in  the  direction  of  mone- 
st  gradualism.  This  time  there  is 
eat  danger  that  the  growing  influ- 
e  of  monetarist  doctrines  will 
se  the  Fed  to  continue  to  squeeze 
g  after  everyone  is  most  satisfac- 


y  Bladen  is  senior  vice  president-invest- 
ts  for  the  Guardian  Life  Insurance  Co. 
merica,  and  author  of  How  to  Cope 
the  Developing  Financial  Crisis 


torily  scared.  If  the  Fed  is  to  decisive- 
ly break  the  inflation  without  going 
too  far,  it  will  have  to  develop  a  clear- 
er understanding  of  the  mechanics 
of  inflation  than  it  currently  appears 
to  possess. 

Everyone  agrees  that  inflation  is 
caused  by  creating  purchasing  pow- 
er at  a  faster  rate  than  we  are  pro- 
ducing real  goods  and  services  that 
are  available  to  be  purchased,  but 
there  is  no  unanimous  opinion 
about  exactly  how  we  do  that.  We 
all  know  that  in  our  personal  affairs 
we  get  more  purchasing  power  than 
we  have  earned  by  borrowing,  but 
our  generally  accepted  theories  do 
not  admit  that  society  as  a  whole 
can  do  the  same  thing  that  simply. 
Many  people  assume  that  another 
dollar  has  to  be  created  before  any- 
body can  borrow  it.  Thus  they  be- 
lieve that  inflationary  increases  in 
purchasing  power  are  created  by 
growth  in  the  money  supply. 

My  own  views  are  quite  different. 
First,  as  long  as  the  financial  system 
is  liquid,  lenders  will  accommodate 
everyone  who  is  willing  to  pay 
somewhat  more  than  the  going  rate 
of  interest,  even  if  they  don't  hap- 
pen to  have  any  spare  cash  on  hand 
at  the  moment.  They  do  this  by 
reselling  old  loans  or  by  borrowing 
themselves,  using  existing  loans  as 
collateral.  They  will  borrow  to  lend 
as  long  as  they  can  lend  for  more 
than  it  costs  them  to  borrow.  The 
prevalence  of  floating-rate  loans  to- 
day is  making  it  safer  for  lenders  to 
do  this. 

Thus,  as  long  as  the  Fed  remains 
committed  to  keeping  the  market 
for  debt  instruments  liquid,  the  fi- 
nancial system  can  create  an  infi- 
nite amount  of  credit  more  or  less 
regardless  of  the  rate  of  growth  of 
the  money  supply.  In  short,  mone- 
tarism does  not  provide  the  an- 
swers. That  is  why  I  have  insisted 


for  nearly  20  years  that  we  face  two 
stark  alternatives:  1)  accelerating 
inflation,  culminating  ultimately  in 
hyperinflation,  or  2)  a  deflationary 
liquidity  crisis. 

Arguing  with  a  monetarist  is 
something  like  trying  to  grab  hold 
of  an  eel  because  there  are  both  a 
strict  and  a  loose  version  of  the  doc- 
trine, and  monetarists  slip  dexter- 
ously back  and  forth  between  them 
to  suit  their  convenience  at  the  mo- 
ment. The  strict  version  asserts 
merely  that  there  are  observable  re- 
lationships between  changes  in  the 
money  supply  and  subsequent 
changes  in  the  price  level.  That  is  an 
empirical  assertion  that  presumably 
can  be  tested,  but  the  problem  is 
that  some  statisticians  find  con- 
vincing correlations  and  others  do 
not.  So  it  becomes  important  to  find 
the  exact  definition  of  money  that 
yields  the  best  correlations.  That  is 
where  all  those  Ms  came  from. 

The  looser  version  of  monetarism 
asserts  a  causal  relationship  be- 
tween changes  in  the  money  supply 
and  the  subsequent  changes  in 
prices.  That  means  that  a  rapid  in- 
crease in  the  money  supply  will  in- 
evitably be  followed  by  worsening 
inflation  and  so  is  to  be  avoided  at 
all  costs. 

Monetarism,  in  either  form,  is  a 
dangerous  doctrine  today  because 
our  long-term  credit  markets  are 
progressively  breaking  down.  Peo- 
ple and  financial  institutions  are  be- 
coming unwilling  to  hold  long-term 
claims  like  bonds  and  conventional 
mortgages.  Instead,  they  want  the 
most  liquid  and  shortest-term  in- 
vestments they  can  find.  Those 
claims  get  counted  in  many  defini- 
tions of  the  money  supply,  but  the 
bonds  and  mortgages  they  are  re- 
placing don't. 

We  are  rapidly  approaching  a  situ- 
ation in  which  soaring  interest  rates 
and  market  disruption  will  cause  a 
shrinkage  of  total  credit,  because 
long-term  claims  are  no  longer  sal- 
able. Yet  the  money  supply  will  still 
be  growing  fast.  When  that  hap- 
pens, if  the  Fed  focuses  upon  the 
money  supply  and  continues  to 
squeeze,  we  will  have  not  merely  a 
liquidity  crisis  but  financial  chaos. 

To  avoid  such  a  catastrophe,  the 
only  viable  target  for  the  Fed  to  aim 
at  is  whatever  rate  of  growth  of  total 
credit  turns  out  to  be  compatible 
with  long-run  price  stability.  ■ 
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Commodities 


A  very  tight  outlook  for  cotton  could  be 
shaping  up  worldwide.  Yet  cotton  prices 
have  been  going  into  the  tank.  Why? 

A  COTTON  TALE 


By  Stanley  W.  Angrist 


China  and  Central  America  are  sep- 
arated by  thousands  of  miles.  And 
yet  they  are  held  together  by  a 
thread  of  mutual  interest — a  thread 
of  cotton.  That  thread  has  become 
extremely  important  to  the  cotton 
farmers  of  the  high  plains  and  the 
southern  part  of  the  U.S.  A  recent 
report  prepared  by  Edward  Cousin 
of  Merrill  Lynch's  commodities  di- 
vision outlines  the  dimensions  of 
the  world  cotton  situation. 

On  the  one  hand,  the  moderniza- 
tion of  the  industrial  and  cultural 
structure  of  China  has  increased 
demand  for  U.S.  cotton.  On  the 
other  hand,  the  destruction  by  left- 
ist guerrillas  of  crops  that  produce 
foreign  exchange  in  the  Central 
American  countries  of  El  Salvador, 
Nicaragua  and  Guatemala  will  re- 
duce the  supply  of  exportable  cot- 
ton this  crop  year,  and  perhaps  for 
several  years  to  come.  The  political 
changes  taking  place  in  China  and 
Central  America  represent  a  major 
change  in  the  world  cotton  busi- 
ness; these  changes  will  have  an 
effect  on  cotton  prices  for  some 
time  to  come. 

China  is  expanding  its  foreign 
trade  activity.  Exports  and  imports 
have  both  risen  more  than  600%  in 
the  past  ten  years  to  a  figure  in 
excess  of  $14  billion  each.  And  cot- 
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ton  plays  an  important  role  in  Chi- 
na's international  trade.  The  Chi- 
nese textile  industry  is  one  of  the 
world's  largest,  and  China  is  one  of 
the  world  leaders  in  production  of 
cotton  and  cotton  textiles.  It  is  the 
most  important  world  supplier  of 
silk  and  cashmere  wool.  Yet  China 
supplements  its  own  cotton  produc- 
tion with  imports,  which  averaged 
1  million  bales  per  year  until  the 
1979-80  crop  year,  when  imports 
rose  to  3.3  million  bales.  Most  ob- 
servers think  China  will  import  at 


15%  of  China's  exports  for  the  la 
several  years. 

In  1980  China  and  the  U.S.  neg< 
tiated  two  important  trade  agre 
ments — a  bilateral  textile  agre 
ment  and  a  bilateral  grain  agre 
ment.  These  agreements  represei 
major  milestones  in  improvir 
U.S. -China  relations  and  should  a 
sure  significant  purchases  from  tl 
U.S.  of  raw  cotton,  wheat  and  coi 
in  the  next  few  crop  years. 

Cotton  is  of  extreme  importan( 
to  China.  It  earns  her  foreign  e: 
change  and  it  helps  to  make  tl 
lives  of  her  people  better.  It  seen 
reasonable  to  conclude  then  th; 
China  is  going  to  have  to  expan 
her  purchases  of  raw  cotton  in  tl 
coming  years.  However,  it  shoui 
be  kept  in  mind  that  while  reL 
tions  with  the  West  have  improve 
dramatically  since  1972,  China  h; 
made  unexpected  policy  reversa 
on  several  occasions  in  the  recei 
past.  While  the  probability  of  sue 
a  reversal  taking  place  with  respei 
to  cotton  is  unlikely,  there  is  a 


The  China  syndrome 


China  needs  more  cotton  not  only  to  meet  the  needs  of  its  own 
population,  which  has  grown  10%  in  the  past  five  years  (to  1 
billion),  but  also  to  manufacture  exports  to  gain  hard  currency. 
The  bulk  of  the  added  cotton  must  come  from  imports. 


Population 

Production 

Imports 

Consumption 

Crop  year 

(millions) 

(millions  of  480-pound  bales) 

1975-76 

913 

10.7 

0.8 

10.7 

1976-77 

962 

9.4 

0.5 

11.1 

1977-78 

983 

9.4 

1.4 

11.8 

1978-79 

1,004 

9.9 

2.0 

12.6 

1979-80 

1,020 

10.1 

3.3 

13.5 

1980-81E 

1,036 

11.0 

3.1 

14.1 

E:  Estimated. 


least  as  much  cotton  this  year  as  it 
did  last  year. 

It  is  probably  not  very  well  recog- 
nized that  China  is  the  third-largest 
producer  of  cotton  in  the  world  be- 
hind the  U.S.S.R.  and  the  U.S.  (India 
is  a  distant  fourth.)  And  yet  textiles 
are  the  fourth-largest  import  com- 
modity in  terms  of  U.S.  dollars  that 
China  buys  each  year.  And  still  she 
has  trouble  meeting  her  internal  de- 
mands for  cotton  goods.  Textile 
yarn  and  fabrics  represent  approxi- 
mately 50%  to  60%  of  total  manu- 
factured goods  in  China  and  cotton 
cloth  is  still  rationed  at  about  4  to  6 
square  meters  per  person  in  order  to 
maintain  exports.  Textile  yam  and 
fabric  has  been  making  up  at  least 


ways  a  small,  but  finite  probabili 
of  such  an  occurrence. 

The  situation  in  Central  Ameri 
has  raised  different  kinds  of  que 
tions  about  cotton  supply  and  c 
mand.  There  is  widespread  politic 
unrest  and/or  guerrilla  activity 
three  Central  American  countr: 
that  export  cotton  in  competiti 
with  the  U.S.:  El  Salvador,  Nica 
gua  and  Guatemala,  which  ha 
been  producing  among  them  abou 
million  bales  a  year.  The  U.S.  E 
partment  of  Agriculture  estima- 
that,  at  a  minimum,  production  tl 
year  will  drop  by  150,000  bales.  E 
if  guerrilla  activity  intensifies 
this  region,  production  could  di 
even  more  dramatically.  Indeed " 
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writing  it  is  hard  to  see  how 
uction  and  exports  can  fall  less 
300,000  bales  and  perhaps  by 
uch  as  500,000  bales  during  this 
year. 

the  analyses  of  developments  in 
la  and  Central  America  are  cor- 

crop  production  losses  in  Cen- 

America,  together  with  in- 
>ed  per  capita  consumption  in 
ta,  could  more  than  offset  in- 
>ed  production  in  China  and  re- 
in a  world  carryover  close  to  the 
st  levels  of  the  last  20  years, 
irrent  estimates  of  world  pro- 
ion  and  consumption  show  ex- 
e  sensitivity  to  events  in  Chi- 
ind  Central  America.  If  Chi- 

production  remains  at  11 
ion  bales,  and  consumption  at 

million  bales,  then  imports 
id  need  to  be  only  3  million 
s.  However,  if  China's  per  cap- 
:onsumption  is  increasing,  as 
y  analysts  suspect,  then  cotton 
>rts  must  rise.  Additional  up- 
I  pressure  on  cotton  prices 
i  be  generated  by  reduced 
:ral  American  exports  because 
)litical  difficulties, 
tese  factors  combine  to  give  a 
tight  outlook  for  cotton  world- 
.  And  yet  cotton  prices  in 
it  months  have  been  going  into 
ank.  I  believe  that  at  this  time 
worthwhile  to  try  to  become  a 
i  cotton  bull.  I  have  not  even 
idered  in  my  analysis  what  ef- 
inother  hot,  dry  summer  would 

on  cotton  prices.  If  another 

summer  were  to  occur  one 
id  not  have  to  be  a  timid  bull, 
lere  are  two  ways  I  would  at- 
)t  such  a  strategy.  First,  for 
:  cautious  traders  I  would  try  a 

December/short  March  bull 
id.  I  would  try  to  buy  December 
at  least  a  160-point  discount  to 
:h.  I  would  risk  no  more  than 
joints  from  my  entry  ($500  per 
id).  And  I  would  look  for  at  least 
)-point  ($1,250  per  spread)  prof- 
be  initial  margin  and  commis- 
on  this  spread  are  $1,000  and 
,  respectively. 

e  other  alternative  is  to  buy  the 
mber  contract  outright.  I 
d  try  to  buy  December  under 
:nts,  risking  no  more  than  150 
:s  ($750)  from  my  entry  price.  I 
d  look  for  a  minimum  600- 
:  profit  ($3,000).  The  margin 
:ommission  on  this  trade  are 
10  and  $80,  respectively.  ■ 


Over  the  post  12  weeks,  several  small-com- 
puter companies  have  staged  remarkable 
rallies.  So  remarkable,  in  fact,  that  one 
expert's  getting  worried. 


What  price 
growth? 


The  Streetwalker 


By  Newoomb  Stillweil 


T|o  HEAR  THE  ANALYSTS  On  Wall 
Street  tell  it,  computers — par- 
ticularly small  computers — are 
the  greatest  things,  maybe  since  the 
invention  of  the  wheel,  certainly 
since  sliced  bread.  "The  office  of  the 
future,"  they  say.  "The  last  great  fron- 
tier of  productivity."  Or,  shades  of 
the  one-decision-growth  mentality: 
"There's  more  risk  being  out  of  these 
stocks  than  in  them." 

But  leave  Wall  Street  for  a  moment 
and  travel  to  Greenwich,  Conn.  There, 
camped  near  IBM  headquarters,  ana- 
lysts at  the  Gartner  Group  keep  watch 
over  the  computer  companies  large 
and  small.  And  the  Gartner  Group  is 
worried.  Says  Thomas  Crotty,  vice 
president-research,  "There's  been  a 


very  rapid  appreciation.  You  couple 
that  with  my  nervousness  about  the 
market  generally,  and  those  compa- 
nies are  prime  candidates  for  profit- 
taking.  It  makes  me  skittish." 

When  Crotty  says  rapid  apprecia- 
tion he  means  rapid  appreciation.  Of 
the  30  computer  and  technology 
stocks  Gartner  Group  follows,  22 
have  advanced  more  than  10%  in  a 
recent  12- week  period,  14  are  up  more 
than  20%  and  7  more  than  30%. 
Three  stocks — Four-Phase,  Prime 
Computer  and  Storage  Technology — 
have  advanced  better  than  50% .  Four- 
Phase,  in  fact,  has  doubled  in  price. 
(See  story,  p.  50.) 

Those  three  companies,  of  course, 
are  in  anomalous  situations.  Storage 
Tech  is  the  beneficiary  of  IBM's  diffi- 
culty delivering  its  new  3380  disk 


The  Printout 

On  Wall  Street,  most  computer  losers  lately  have  been  big  mainframe 
makers — while  most  little  guys  have  won  big.  Too  far,  too  fast? 

 Recent- 

— 12  weeks 

prior — 

%  change 

Company 

price 

P/E 

price 

P/E 

in  price 

Four-Phase  Systems 

39 

34 

183/4 

18 

108% 

Storage  Technology 

31 

17 

18'/4 

10 

70 

Prime  Computer 

443/s 

39 

26% 

25 

67 

Amdahl  Corp 

40'/2 

39 

25% 

32 

57 

Computervision  Corp 

85% 

47 

6V/s 

34 

40 

Computer  Sciences 

23  V* 

13 

16% 

9 

39 

Data  General 

62% 

14 

47'/2 

10 

32 

Electronic  Data  Systems 

50 

19 

38 

16 

32 

Gerber  Scientific 

23  Vs 

16 

17% 

12 

31 

Mohawk  Data  Sciences 

24% 

15 

18% 

12 

31 

Sperry  Corp 

49V4 

6 

51% 

7 

-5 

Honeywell 

93% 

7 

99% 

8 

-6 

IBM 

56% 

9 

61  Va 

10 

-7 

Burroughs 

433/8 

32 

Am 

24 

-10 

Dataproducts 

29% 

17 

33% 

19 

-12 

Centronics  Data 

12% 

15% 

25 

-18 

iS,  IUNE  8,  1981 
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drive;  Four-Phase  and  Prime,  both 
small-computer  manufacturers,  ap- 
pear to  be  bouncing  back  from  earlier 
problems.  Still,  the  general  apprecia- 
tion is  striking.  Look  at  the  Gartner 
Group's  indexes,  which  track  differ- 
ent industry  segments.  For  the  same 
12-week  period,  the  mainframe  index 
is  up  only  9.8%,  peripherals  are  up 
19%,  software  and  services  a  healthy 
22.9%.  Meanwhile,  the  small-systems 
index  is  up  a  staggering  36.4% .  That's 
a  150%  annual  rate. 

Numbers  like  that  are  enough  to 
give  anyone  pause.  Worse,  those  in- 
dexes have  just  recently  become  a  lit- 
tle erratic.  Add  a  big  institutional 
presence  in  many  of  these  stocks, 
which  also  have  relatively  small 
floats.  Then  consider  that  second- 
quarter  performance  reports  are  loom- 
ing, while  the  general  market  is  sour- 
ing. A  recipe  for  disaster?  "It  looks  a 
little  toppy,"  Crotty  allows.  "A  15% 
or  20%  correction  from  here  wouldn't 
surprise  the  hell  out  of  me." 

All  this  isn't  to  say  that  Crotty 
thinks  there  are  fundamental  prob- 
lems with  the  companies.  He  sees  no 
real  bad  news,  and  earnings  and  rev- 
enue growth  are  on  target.  Further, 
the  market,  he  thinks,  is  appraising 
the  relative  growth  prospects  of  differ- 
ent industry  segments  accurately. 

What  worries  Crotty  though  is  pric- 
ing. "At  the  end  of  last  year,"  he  says, 
"everyone  got  worried  about  order 
levels  and  whether  growth  would  be 
as  fast  as  expected.  The  stocks  fell  out 
of  favor.  Then,  after  the  first  quarter 
came  in,  everyone  decided  that  the 
party  wasn't  over."  In  short,  in  wel- 
coming back  the  golden  goose,  Wall 
Street  may  have  hugged  it  a  little  too 
hard.  Says  Crotty,  "They  just  came 
back  too  far,  too  fast." 

So  how  to  make  a  buck  in  comput- 
ers? Right  now  Crotty  is  interested  in 
some  mainframe  companies  that  look 
cheap:  IBM,  which  has  almost  com- 
pleted transition  to  a  new  generation 
of  hardware;  NCR,  which  is  big  in 
point-of-sale,  computerized  cash  reg- 
isters, as  well  as  in  small  and  medium- 
size  IBM  compatible  mainframes;  and 
Control  Data,  which  has  become  a 
leader  in  services  and  peripherals. 

"We're  recommending  gradual  ac- 
cumulation, with  the  understanding 
that  they're  not  going  to  be  big  per- 
formers right  away,"  he  says.  Long 
term,  too,  he  likes  the  small-systems 
companies,  but  not  at  today's  prices. 
"The  fundamentals  are  strong,  a  hell 
of  an  investment,"  Crotty  concludes. 
"But  frankly,  earnings  multiples  in 


the  high  30s  and  40s  are  a  little  rich.  If 
the  market's  going  south,  I'd  hate  to 
be  buying."  Sometimes,  no  matter 
how  good  the  company,  there  can  be 
more  risk  being  in  than  out. 

Singer's  new  song 

An  old  dog  is  doing  new  tricks  on  Wall 
Street.  The  canine  in  question  is  $2.8 
billion-a-year  (sales)  Singer  Co.,  the 
perennial  sewing  machine  disaster 
that  last  year  netted  a  mere  $38  mil- 
lion— roughly  40%  of  which  was  non- 
operating  income  from  the  sale  of  real 
estate.  That  of  course  is  positively 
frisky  compared  to  1979.  In  that  year 
the  Stamford,  Conn. -based  company 


took  a  $130  million  writeoff  to  shut 
an  antiquated  factory  in  Scotland, 
scale  back  plants  in  New  Jersey  and 
Germany  and  reduce  its  network  of 
stores. 

In  early  1980  Singer's  stock  fell  as 
low  as  6V4.  Last  June  it  was  still  wal- 
lowing near  that  price — roughly  half 
of  book  value.  But,  starting  in  Septem- 
ber, investors  caught  on  that  there  is 
more  to  the  company  than  its  frayed 
U.S.  and  European  sewing  machine 
business.  On  volume  that  has  recently 
amounted  to  more  shares  in  a  day 
than  used  to  move  in  a  month,  it  has 
become  a  star  performer.  Singer  re- 
cently traded  at  21,  commanding  a 
current  earnings  multiple  of  10— a 
slight  premium  to  the  overall  market. 

Some  of  the  reasons  for  that  jump  are 
obvious.  "Unless  you  assumed  they 
were  going  under,  the  stock  had  just 
gotten  ridiculously  cheap,"  says  Mark 
Hassenberg  at  Donaldson,  Lufkin  &. 
Jenrette.  What's  more,  investors  were 
impressed  because  last  year  Singer 's  big 
aerospace  and  marine  systems  divi- 
sion— the  leadingmanufacturer  of  sim- 
ulators for  aircraft,  including  the  one 
used  to  train  space  shuttle  Columbia's 


astronauts — had  operating  profit 
$36  million,  up34% .  Italsofinishec 
year  with  fat  backlogs  and  won  i 
military  helicopter  contract  recen 

Those    results    have  encour; 
Singer  to  embark  on  its  first  new 
ture  in  a  decade — SimuFlite,  wl 
will  provide  ground  school  and  fl 
simulation  training  to  corporate 
'lots.  The  company  is  betting  an 
vestment  of  $35  million  over 
years  that  it  can  gain  returns 
those  of  a  former  customer,  Fli 
Safety  International,  which,  witl 
competition,  has  regularly  posted 
erating  margins  in  excess  of  50% . 

Another  of  Singer's  strong  point 
course,  is  its  Third  World  sewing 
chine  and  consumer  durables  busir 
Last  year  operating  income  was 
million,  which  should  increase 
annually  through  the  early  Eightie 

"The  market  agreed  this  was 
undervalued  situation,"  says  Me 
Lynch's  Charles  Ryan,  "and  as  e 
ings  have  held  together  over  the 
three  quarters,  it  gradually  has  g 
Singer  what  it  deserved." 

But  analyst  Ryan  sees  proble 
Singer's  turnaround,  he  points  ou 
still  tied  to  getting  the  U.S.  and  E 
pean  sewing  business  back  to  br 
even.  The  plan  assumed  a  declin 
U.S.  demand  of  about  10%.  Inst 
U.S.  sales  were  off  20%  and  lo 
swelled  accordingly.  This  year 
U.S.  has  stabilized,  but  Europi 
worse  than  expected. 

Singer  is  in  a  kind  of  race  aga 
the  calendar.  The  sooner  the  sev 
machine  operations  break  even, 
sooner  Singer  can  use  $50  millio: 
tax-loss  carryforwards.  Last  year  ( 
of  its  operating  income  came  f 
countries  where  those  credits  ct 
not  be  applied,  places  like  L 
America,  Africa  and  the  Far  I 
which  explains  the  company's  1 
62%  tax  rate.  So,  as  soon  as  Si 
shows  substantial  profits  in  the 
or  in  Europe,  its  effective  tax 
should  drop  dramatically. 

DLJ's  Hassenberg  estimates 
sewing  losses  will  be  down  to 
million  in  1983.  His  earnings  pre 
tion  for  that  year:  $6.50  to 
"While  such  a  jump  from  $2  this 
looks  pretty  dramatic,"  he  expl; 
"in  fact,  it  depends  upon  an  only 
'  tial  turnaround." 

But  so  much  hinges  on  elimuu 
those  sewing  losses  that  Singer, 
its  token  0.5%  yield,  isn't  wo> 
everyone.  "The  risk  here  is  that 
disappointment    came,  the 
would  sell  off  more  sharply 
something  in  which  investors  hi 
tradition  of  confidence,"  says  Ry; 
Merrill  Lynch. — Thomas  Jaffe 
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idend  cuts  rarely  please  investors,  but 
>  sometimes  make  it  possible  for  an 
ng  company  to  turn  around. 


Rough  cuts: 

educed  dividends 


By  Steve  Kichen 
and  Paul  Born  stein 

's  the  worst  shock  a  share- 
■  can  get?  Short  of  a  bankruptcy 
>n,  it's  surely  news  of  a  dividend 
'hat  heralds  an  immediate  de- 
in  investment  income.  What's 
a  payout  reduction  is  an  unvar- 


nished message  that  a  company  is  in 
trouble — and  often  an  early  warning 
signal  that  even  tougher  times  are 
still  ahead. 

This  is  an  unpleasant  situation,  of 
course,  only  if  you're  already  an  inves- 
tor. But  suppose  you're  shopping  the 
market  for  bargains.  A  company's 
shares  occasionally  nosedive  when 


Statistical  Spotlight 


the  dividend  falls,  and  if  you're  of  the 
buy-on-bad-news  persuasion,  that 
could  be  a  very  positive  signal.  Cut- 
ting the  payout  may  mean  that  take- 
charge  management  recognizes  its 
problems  and  is  willing  to  take  unpop- 
ular steps  to  solve  them. 

Dividend  cuts  then  can  be  either 
buy  signals  or  sell  signals.  In  a  rough — 
and  admittedly  unscientific — way 
Forbes  set  out  to  find  out  which 
move  makes  better  sense.  From  a  uni- 
verse of  almost  2,000  major  compa- 
nies, we  decided  to  see  how  those  that 
slashed  payouts  fared  on  Wall  Street. 
To  keep  the  study  recent  and  yet  to 
allow  time  for  a  possible  rebound,  we 
surveyed  the  years  1976  to  1979.  Al- 
though many  companies  went 
through  multiple  dividend  cuts  in  this 
period,  we  based  our  data  on  the  first 
of  such  moves.  We  did  not  examine 
companies  with  only  sporadic  divi- 
dend records. 

To  compare  change  in  stock  price 
from  the  time  of  dividend  cuts  to  the 
present  we  took  the  stock  price  as  of 


Through  the  past,  darkly 


en  a  company  cuts  its  dividend,  that's  a  clear  indica- 
i  of  trouble.  But  what  happens  next?  To  answer  that 
;stion,  Forbes  developed  this  list  of  companies  that 
uced  or  eliminated  their  quarterly  payments  to 
ckholders  between  1976  and  1979.  Below,  adjusted 
stock  dividends  and  stock  splits,  are  the  perfor- 
nce  results  of  these  69  companies,  ranked  according 


to  percentage  price  changes  since  their  payout  reduc- 
tions. Our  results:  5  out  of  every  7  stocks  are  now 
selling  at  higher  prices,  17  of  the  69  issues  more  than 
doubled.  And  22  averaged  yearly  gains  of  25%  or  more. 
Still,  investing  in  dividend  cutters  has  plenty  of  risks — 
as  can  be  seen  from  the  losses  and  low  returns  posted 
by  their  poorer  performers  listed  here. 


year 


party 


-Information  on  dividend  cut   Recent     %  change 

change  in  EPS  for  stock  stock  in  stock 
dividend         year        price         price  price 


— Earnings  per  share- 
latest  latest 
fiscal  12 
year  months 


 Indicated  

dividend  yield 


ida  Steel 
klin  Mint1 
al-Randolph 
mont  Mining 


'76  S0.09-S0.08  $0.48  5 

'77  0.19-  0.08  0.85  7'A 

'76  0.28-  0.16  0.88  85A 

'77  0.40-  0.20  0.12  16'A 


35% 
372 
393A 
66% 


618% 
393 
361 
311 


$3.15 
NA 
0.96 
7.64 


$3.57 
NA 
0.99 
5.61 


$0.70 
NA 
0.64 
1.50 


2.0% 
NA 
1.6 
2.2 


jfinson 
lire 
naco 
dleman 


'77  0.20-  0.00  d  7.49  7'A 

'76  0.08-  0.00  0.23  5 'A 

'76  0.19-  0.00  d  0.09  65A 

'76  0.10-  0.05  0.53  S'A 


28% 
18% 
23% 
16 'A 


297 
260 
260 
195 


0.69 
3.403 
3.87 
1.94 


0.41 
3.53" 
3.99 
1.59 


0.90 
1.00 
1.00 


4.8 
4.2 
6.2 


ka 

ps  Dodge 
ster6 

higan  Sugar 


'79 
'77 
'78 
'77 


0.11-  0.00 
0.55-  0.15 
0.15-  0.10 
0.20-  0.08 


2.10 
0.64 
0.19 
0.41 


10 

183A 

6% 
6% 


26 'A 
47 'A 
166 
16 'A 


163 
157 
151 
141 


2.37s 
4.20 
NA 
5.59 


3.17 
3.23 
NA 
8.55 


0.10 
1.60 
NA 
1.00 


0.4 
3.4 
NA 

6.2 


turns 

f  Res  &  Chem  Corp 

owenstein 

■win-Williams 


'78  0.10-  0.00  d4.J8  2% 

'78  0.25-  0.06  1.41  IOV2 

'77  0.15-  0.08  d2.16  11 

'78  0.28-  0.00  0.38  10 


6 'A 
24 'A 
24 'A 
21% 


133 
133 
119 
118 


0.25 
2.24 
1.47 
2.44 


0.54 
1.30 
2.25 
2.53 


0.50 
0.60 
0.80 


2.0 
2.5 
3.7 


es  Gas  &  Oil 
ith  Radio 

zens  &  Southern  (Ga) 
necott7 


'78  0.08-  0.00  0.11  8V2 

'79  0.25-  0.15  1.01  9SA 

'77  0.13-  0.06  d0.27  4% 

'76  0.25-  0.15  0.27  32'A 


175A 
185A 
8V2 

58  % 


107 
94 
84 
82 


2.47 
1.40 
1.23 
2.798 


2.51 
1.36 
1.34 
0.68" 


0.60 
0.40 
1.40 


3.2 
4.7 
2.4 


lired  by  Warner  Communications:  1  share  of  Franklin  Mint  exchanged  for  0.764  share  of  Warner  or  cash  and  warrants.  Equivalent  value  of  Warner 
nunications  stock.  'Excludes  $2.81  from  discontinued  operations.  'Excludes  $2.86  from  discontinued  operations  'Excludes  $9  67  from  discontinued 
itions.  'Acquired  by  Universal  Leaf  Tobacco:  1  share  of  Royster  exchanged  for  $16  cash  or  cash  and  notes.  'Standard  Oil  (Ohio)  made  acquisition  offer 
>2  per  share  8Excludes  $3  gain  from  sale  of  property  Excludes  $1  42  gain  from  transfer  of  interest.  '"Excludes  $17.09  gain  from  sale  of  proprietary 
business.  "Company  in  Chapter  11.  ,21979  results.  13Company  is  in  Chapter  11,  shareholders  approved  plan  to  reorganize  into  Pantry  Pride  holding 
iany.    NA:  Not  applicable  or  not  available  d:  deficit. 
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the  date  the  cut  was  announced,  the 
date  that  a  reduced  dividend  was  de- 
clared or  the  date  that  a  dividend  nor- 
mally would  have  been  declared.  All 
data  was  adjusted  for  subsequent 
stock  dividends  and  splits. 

Our  conclusion — limited  by  the 
data  obtained  in  our  quick  investiga- 
tion— is  that  dividend  cuts  seem  more 


Statistical  Spotlight 

likely  to  portend  good  times  than  bad 
for  stockholders.  Of  course,  there 
were  some  spectacular  basket  cases, 
such  as  First  Pennsylvania,  which  de- 
creased 60%,  and  Combustion  Equip- 
ment   Associates    which    did  even 


worse.  But  22  of  the 
aged  gains  of  at  least 
some  of  the  winners, 
dolph,  E.F.  Johnson, 
Tonka  and  Warnaco, 
indeed. 

Back  in  1976,  for 
sighted  investor  who 
Florida  Steel — when 


companies  , 
25%  a  year, 
like  Canal- 
Phelps  D< 
were  lmprei 

example,  a 
put  $1,000 
it  slashed 


Through  the  past,  darkly 


Company 


year 


-Information  on  dividend  cut   Recent 

change  in  EPS  for  stock  stock 
dividend         year        price  price 


%  change 
in  stock 
price 


-Earnings  per  share- 
latest  latest 
fiscal  12 
year  months 


 Indicated — 

dividend  ytel 


Tesoro  Petroleum 
BanCal  Tri-State 
Alexander  &  Baldwin 
Southeast  Banking 

77        $0.25-$0.00  d  $5.52  9% 
'76          0.34-  0.15      0.66      15 'A 

fO                U.'+U—   U.OU           l.oO  10/8 

'76          0.20-  0.10       1.09  11% 

17%           82%    $7.15       $4.85       $0.30  1.; 
27%           81        3.64         3.62        1.20  4.C- 

^n-v«            SO         7  RQ.          7  OR          1  RO  c 

ju  /s              ou           f  .oy            t  .uo           i  .ou            j. * 

20'/4           78        3.23         3.28         1.00  4.S 

Culbro 

Beker  Industries 
Kaiser  Steel 
Proler  Intl 

'79          0.25-  0.15    d6.62  lO'A 
77          0.07-  0.00    d2.65  8'/8 
'7o         n  xx    n  no      &  70      9  7'a 

1  J               U.jn-   U.UU          O.ly         4.1  /2 

'78          0.35-  0.00      0.92  20>/4 

18'/4           74         1.75  1.40'° 

14             72        2.49         1.85           —  - 

4^  !A              AA         9  7  1 A          1 0  AR 

tj  /4                     UU            4  /  -1U              1  7.UO    — 

33%           62        4.40         4.40         1.40  4.: 

House  of  Fabrics 
Ceto 

Outboard  Marine 
Uniroyal 

'79          0.09-  0.05       0.46  5% 
'77          0.29-  0.18    d0.97  14 
'70           n  n     n  IS        7  00       1 7  '/.. 

'78          0.13-  0.00      0.04  5ft 

9              60        0.70         0.70        0.20  2.: 
21  ft           54        4.57         4.30        0.90  4.1 

1  R  */.                            07R            9  00          0  70 

lo  /4                     JO                U.lO                 i.U7               U.fU  O./ 

8             52      d0.30      d0.30  — 

Wayne-Gossard 

Cont  Copper  &  Steel  Ind 

noiiy  jugdi 

Fisher  Foods 

'79          0.12-  0.06    d0.72  6 
76          0.10-  0.00    d  0.49  4'/2 
'7f\           n  u;     n  AO      u  A";  ^O'A 

1  O                U.OJ —   U.UU         IJ.Oj          JU  /4 

79          0.15-  0.10    d  1.14  85/8 

8%           48        0.07         0.64        0.20  2x 
6'/t           44         1.26         1.92  - 

41  7/u              ^A           3  A3            R  30           1  OO            9  i 

T.I  to                     OO               O .  UO                 O  .OU                1  -UU  Z.*i 

lift           33        1.05         119        0.50  4i 

Fidelcor 

Triangle  Industries 

V  OtRIIIIU  El  lIlUUsITie!> 

Akzona 

78          0.55-  0.25    d  2.70  14 

76  0.21-  0.00    d  2.88  9Vi 

'70             fl  1C     O  OO     H  9  R  1           h 'A 

/  s                  U.  1  O —    U.UU       U  —  '  '  1               U  /4 

77  0.30-  0.20      0.60  11% 

18%           31         2.34         2.70        0.64  3.f 
12             26        1.85         1.73        0.40  3.; 

7  'A              94       H  9  00        rl  1  31 

1  /4                            u  z.  \jy         U  1  .O  1                —  — 

13'A            16        0.40         0.19        0.80  6.( 

Fiiestone  lire  &  Rubber 
Amalgamated  Sugar 
i  tins'.  Drawing 
US  Steel 

79          0.28-  0.15       1.35  97/s 

77  0.75-  0.50    d  1.95  30 
'70         fi        n  in       110  14% 

ly  U.OU —  U.1U          1.1Z         I*+  /4 

78  0.55-  0.40      2.85  28% 

11%           15      d  2.1 1       d0.64        0.60  5.C 
34 '/4            14        8.78        11.06        4.00  11." 
i iV*a           id         i  ^         lid        n  do         i  l 

32%           13         5.25         7.03        2.00  6,2 

Keystone  Consol  Inds 

Bethlehem  Steel 

Orange-Co 

GF  Business  Equip 

77         0.25-  0.00    d  1.46  14% 
77          0.50-  0.25  d  10.27  23% 
'70         n        n  nn       117  7 

fy            U.UD—  U.UU         1.1/  / 

76          0.08-  0.00    d0.04  5 

16%            11      d  1.84  d4.36 
26%           10        2.77         2.11         1.60  6. 
7ia            d      rl  i  i  o         n  A7        n  ic\         i  £ 

r  74                   *4         Q  1  .  1  y             U.O /             U.ZU  Z.c 

5'/s             3        0.80  0.83 

Retce  Corp 

joseph  Schlitz  Brewing 

Hayes- Albion 

Rival  Manufacturing 

77  0.19-  0.15       1.10  9'/4 

78  0.17-  0.10      0.41  10% 

79  0.32-  0.10      0.06  10% 

'7*7             r\  ac\     n  in         n  on         1 m  \/ 
II           U.4U—  U.2U       U.»y  IU'aj 

9%             1         0.86         0.68        0.60  6.1 
10'/2           -3        0.93         0.76  — 
9%           -5      dO.77      d  1.22  — 

ini;                         /l                 11*7                  llO               non                  7  1 

H)'/h  — o          1.1/           l.ly         O.oU           1  .\ 

Kellwood 
Penn-Dixie" 
Food  Fair13 
Craig 

79         0.28-  0.20       1.28  11% 

77  0.06-  0.00    d  2.85  4% 

78  0.05-  0.00    d  7.42  4% 

79  0.13-  0.06      0.59  8 

10%           -8        0.06         1.15        0.40  3.J 
4            -16      d2.6512    d3.46  — 
37/s         -18        1.86         2.38           —  - 
6%         -20      d0.13       d0.69  — 

Fotomat 
Mesta  Machine 
Muniord 
Victoria  Station 

79          0.13-  0.00    d0.57  9 
78         0.25-  0.15      0.56  20T4 

78  0.10-  0.00    d0.72  lOVi 

79  0.03-  0.00    d  0.42  13 

6%         -25        0.08  0.08 
15            -28    d  12.48     d  12.48  — 
7%         -^1         0.26         0.43  — 
7%         -40      d0.42       d  2.17 

Giant  Portland 
McLouth  Steel 
Hesston 

United  Merch  &  Mfrs 

76  0.20-  0.15       0.48  10%. 

77  0.30-  0.00    d  2.86  13% 
76          0.20-  0.00    d3.50  187s 
76         0.20-  0.10    d3.36      11 14 

6'/8         -44      d0.49  d0.61 
7%         -A4    d  10.22     d  10.50  — 
lO'A         -46      d0.19      d0.58        0.20  2.C 
5%         -49      d3.39  d4.72 

Sambo's 

General  Public  Util 
First  Pennsylvania 
Combustion  Equip  Assoc" 
Itel" 

79          0.15-  0.00    d  6.06  9% 
79          0.45-  0.25       1.56  LOft 
79         0.33-  0.11       1.06  11 
79         0.07-  0.00    dO.66  11% 
79          0.20-  0.00  d39.13  14% 

4%         -52.     d  1.05       d  1.05 
4'/2         -57        0.34         0.19  — 
4%         -60    d  10.47      d  9.88  — 
l'/8         -90      d2.55      d4.15  — 
%         -95    d39.1312       NA  — 

'Acquired  h>  Warner  Communications:  1  share  of  Franklin  Mint  exchanged  for  0  764  share  of  Warner  or  cash  and  warrants  Equivalent  value  of  War 
Communications  stock.  'Excludes  $2.81  from  discontinued  operations.  4Excludes  $2  86  from  discontinued  operations. 'Excludes  $9.67  from  discontin 
operations  6Acquired  by  Universal  Leaf  Tobacco:  1  share  of  Royster  exchanged  for  $16  cash  or  cash  and  notes  'Standard  Oil  (Ohio)  made  acquisition  o 
@  $62  per  share.  Excludes  $3  gain  from  sale  of  property  Excludes  $1  42  gain  from  transfer  of  interest.  'Excludes  $1"  09  gain  from  sale  of  proprie 
drug  business  "Company  in  Chapter  11.  121979  results.  '^Company  is  in  Chapter  11;  shareholders  approved  plan  to  reorganize  into  Pantry  Pride  hole 
company.    NA:  Not  applicable  or  not  available  d:  deficit. 
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lend  it  was  paying  at  the  time 
37 V2  cents  to  30  cents — would 
/  be  sitting  with  stock  worth  al- 
:  $7,200. 

?e  made  what  we  think  is  a 
inal  dividend  cut  to  tell  stock- 
:rs  that  things  were  going  to  be 

for  a  year  or  two,"  says  Edward 
lorn,  Florida  Steel's  chairman. 

like  to  pay  out  between  30% 
35%  of  our  earnings,  so  we  try 
ljust  the  dividends  Up  or  down 
:eping  with  long-range  business 
is."  Florida  Steel's  dividend  poli- 
n't  a  reaction  to  crisis  or  calam- 
>ut  rather  an  adjustment  based 
s  perception  of  future  business 
itions.  If  Wall  Street  treats 
;s  differently,  let  the  seller  be- 
.  "Our  theory  on  the  dividend  is 
it's  an  indication  of  what  we 
1  is  going  to  happen  in  the  fu- 
''  Flom  concludes, 
mire,  however,  cut  its  dividend 
?76  for  more  conventional  rea- 
— massive  losses  at  its  flagship 
zine.  But  one  year  later  manage- 

bit  the  bullet  and  sold  out.  By 
ng  up  its  other  product  lines  and 
ng  aggressive  acquisitions,  Es- 

has  turned  around:  Its  stock  has 

than  tripled  since  1976. 
e  dividend?  It  was  restored  four 


years  ago — but  Bernard  Krauss,  Es- 
quire's president,  isn't  sure  that  divi- 
dend policy  makes  that  much  differ- 
ence. "If  you  can  ever  establish  some 
ratio  between  stock  prices  and 
payouts  we'd  be  delighted  to  have  it," 
he  explains.  "It's  my  general  view 
that  it  doesn't  make  a  lot  of  difference 
to  stockholders  anymore.  With  tax 
rates  and  inflation,  people  are  looking 
for  capital  appreciation  more  than 
dividends." 

Immediate  market  reaction  to  a 
dividend  cut,  of  course,  is  not  consis- 
tent. By  the  time  Ford  got  around  to 
reducing  its  payout  from  $1.00  to  30 
cents  a  quarter  in  1980,  the  market 
had  already  discounted  the  stock. 
Who  wouldn't  have  been  suspicious  of 
a  15%  yield — especially  with  Ford's 
losses.  But  lots  of  investors  got  a  high- 
voltage  shock  when  Con  Ed  cut  its 
dividends  in  1974.  Not  only  did  Con 
Ed's  stock  short  circuit  to  a  low  of  6, 
but  many  other  utilities  took  a  beat- 
ing as  investors  became  concerned 
about  industry  revenues  not  keeping 
up  with  costs. 

"Generally,  at  the  point  of  a  divi- 
dend cut,  most  of  the  damage  is  al- 
ready done,"  says  Michael  Railing  of 
A.M.  Railing  &  Associates,  a  Chica- 
go-based investment  counseling  firm. 


Double  or  nothing 


ire  is  a  list  of  22  companies  that 
ve  cut  their  dividends  in  1981. 
:arly  one-third  of  these  firms  are 
rift  institutions,  hard  hit  by  the 
essures  of  high  interest  rates 
d  restrictive  regulations.  Still,  if 


these  stocks  show  the  same  resil- 
ience as  those  listed  in  the  table 
on  page  189,  share  prices  in  5  of 
the  companies  will  double  over 
the  next  four  years.  Several  others, 
unfortunately,  may  go  bankrupt. 


Change 

EPS 

Price/ 

in 

Recent 

latest 

earnings 

npany 

divid 

end 

price 

fiscal  year 

ratio 

mo  Savings  Association 

$0.13-$0.10 

IOV2 

d  $2.20 

d 

ha  Portland  Industries 

0.18- 

0.00 

13% 

d6.55 

d 

bassador  Group 

0.10- 

0.05 

15% 

1.85 

8.5 

1  &  Son 

0.25- 

0.10 

14'/2 

d0.89 

d 

:ayne  Federal  S&L 

0.20- 

0.00 

167/« 

0.73 

23.1 

adview  Financial 

0.11- 

0.00 

5'/8 

d0.73 

d 

itronics  Data  Computer 

0.05- 

0.00 

12 

3.01 

4.0 

orator  Industries 

0.06- 

0.00 

2 

0.09 

22.2 

raitar  Financial  of  Calif 

0.15- 

0.00 

6%  • 

d0.38 

d 

rnational  Harvester 

0.30- 

0.00 

153/4 

d  12.91 

d 

manorial  Proteins 

0.05- 

0.00 

6'/4 

d0.20 

d 

land  Bancorp 

0.33- 

0.00 

12 

1.46 

8.2 

thern  Calif  S&L  Assn 

0.18- 

0.00 

lOVi 

0.71 

14.8 

:lika  Manufacturing 

0.21- 

0.05 

11% 

d  1.74 

d 

1 

0.15- 

0.10 

9 

0.36 

25.0 

in 

0.18- 

0.09 

13 

4.35 

3.0 

conix 

0.05- 

0.00' 

\7V4 

1.10 

16.1 

iberland  Industries 

0.05- 

0.00 

4 

d0.94 

d 

0 

0.11- 

0.00 

10  Vh 

0.90 

11.3 

nsohio  Financial 

0.10- 

0.00 

SVh 

0.75 

10.8 

in  Fair 

0.20- 

0.00 

7'/4 

d2.64 

d 

E  Webb 

0.05- 

0.00 

11% 

0.42 

27.1 

niannual  dividend,    d:  deficit 

Still,  he  feels  that  dividend  cuts  tend 
to  scare  away  institutions  while 
smaller  investors  are  more  likely  to 
hold  their  shares.  That's  why  the  im- 
mediate reaction  is  often  a  quick  drop 
of  a  stock's  price.  "But  as  a  company 
goes  down  the  road  and  tightens  its 
belt,  things  can  become  very  posi- 
tive," Railing  explains. 

Other  experts  view  dividend  cuts 
more  skeptically.  David  Leibowitz, 
vice  president  of  American  Securities, 
feels  that  it  is  a  mistake  for  estab- 
lished companies  with  a  tradition  of 
high  yield  and  high  payout  to  cut  divi- 
dends. "Shareholders  own  such  com- 
panies because  of  income,  and  a  cut 
really  shakes  their  confidence.  A  divi- 
dend cut  by  an  established  corpora- 
tion makes  sense,"  says  Leibowitz, 
"only  if  the  company  is  literally 
changing  its  spots  and  has  a  plan  in 
mind  to  embark  on  a  new  business.  A 
dividend  cut  could  also  be  justified  for 
an  emerging  high-technology  high- 
growth  company  paying  only  a  nomi- 
nal dividend  in  the  first  place.  Such  a 
company  might  be  better  off  not  pay- 
ing a  dividend — especially  with  the 
high  cost  of  money." 

Patient  investors,  of  course,  have 
already  reaped  handsome  rewards 
from  the  best  performers  on  our 
dividend  cut  list.  But  what  about 
those  stock  prices  that  are  lower 
now  than  when  the  dividend  cuts 
took  place?  You  would  have  lost  only 
95%  of  your  money  with  Itel:  Its 
present  price  is  a  reflection  of  what 
the  market  thinks  about  its  chance 
for  recovery.  On  the  other  hand,  it 
looks  as  if  Food  Fair  will  successfully 
emerge  from  Chapter  11.  In  fact,  it 
showed  a  profit  in  1980 — no  small 
accomplishment  in  the  grocery  store 
industry.  But  Food  Fair  shares  are 
still  down  by  18%  since  it  cut  its 
dividend  in  1978. 

Whether  or  not  dividends  are  as  im- 
portant as  they  used  to  be,  dividend 
policy  does  affect  the  market.  In  gen- 
eral, the  risks  of  investing  in  corpora- 
tions that  have  cut  dividends  is  high. 
And  it  often  takes  patience,  patience 
that  can  go  unrewarded.  If  you  have  to 
wait  five  years  to  get  back  a  50%  gain, 
you  have  hardly  beaten  12%  annual 
inflation. 

For  the  brave  who  want  a  look  at  a 
current  crop  of  dividend  cutters,  how- 
ever, the  table  on  this  page  presents  a 
sampling.  The  pressures  of  high  inter- 
est rates  account  for  the  large  number 
of  thrift  institutions  and  if  inflation 
declines  they  may  be  some  of  the 
most  immediate  beneficiaries.  Other- 
wise, the  ranks  surely  include  the 
likes  of  Esquire  and  Florida  Steel — as 
well  as  Food  Fair  and  Itel.  ■ 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


Amax   94  . 

Asarco   .'  94 

AW  Computer  Systems  148 

Air  California  10 

Air  Florida  10 

Allied   35 

Amdahl   183 

American  Airlines   181 

American  Broadcasting   162 

American  Motors  162 

AT&T   18 

Andrew   177 

Anglo  American  Gold  Investment  ADR   184 

Anheuser-Busch   88 

Anschutz  36 

Apple  Computer   72,  182 

Arco   94 

Basic  harth  Sciences   183 

Blount   163 

Boeing   9 

Booz,  Allen  &  Hamilton   108 

Browning-Ferris  Inds   156 

Burroughs  72 

CBS   162 

Canon  (lapan)  72 

Chemical  New  York   184 

Commodore  182 

Coors  91 

Coulton  Chemical   158 

County  Federal  Savings  &  Loan   48 

Cray  Computer  1 82 

Cresap,  McCormick     Paget   108 

Datapoint  52,  1 82 

Docutel   182 

Diebold  182 

Dierckx  Equipment  Corp  148 

Digital  Equipment   72 

Dream  Street  Holsteins  150 

Eastern  Air  Lines  8 

Emery  Air  Freight  160 

Engelhard  Minerals  *».  Chemicals   182 

Esmark  152 

Esquire   191 

Exxon   181 


Federal  Express   160,  182 

Florida  Steel   190 

Four-Phase  Systems  50 

Fujitsu  (Japan)   «  72 

Gartner  Group   187 

GM   17 

Goodyear  Tire  (k  Rubber   9 

Harlcy-Davidson   20 

Hay  Ass'ocs   108 

G.  Heileman  Brewing  88 

Heizer   176 

Hewitt  Assocs   f.  108 

Hitachi  |Iapan|   72 

HBO   18 

Honeywell   72 

Hughes  Tool   176 

IBM   50,  72 

International  Controls   76 

Iowa  Beef  Processors   152 

Itel   191 

K  mart   44 

Kelly  Girl   182 

Kenai   14 

Kennecott   94 

Lockheed   183 

M.  Lowenstein   35 

Magnificent  Bros   102 

Martin  Marietta  32 

McDonnell  Douglas   38 

Mesa  Petroleum   37 

Metromedia   71 

Miller  Brewing  88 

Molex  183 

NCR   72 

NLInds   176 

New  Brunswick  Scientific   148 

Newmont  Mining   94 

Pabst   91 

Peoples  Energy  37 

Phelps  Dodge   94 

Philips  N.V.  (Netherlands)   52 

Phillips  Petroleum   37 

Playboy  Enterprises   18 

Pogo  Producing  1 77 


Pro- Line   

Quality  Care   , 

Revlon  ; 

Rite  Aid  J 

Rothschild  &  Co  

Runzhcimer  &  Co   .', 

SCA  Services   , 

Savoy  Hotel  Ltd  (U.K.)   

Schhtz   I 

Schlumbcrger   „ 

Sharp  (Japan)   

Shell  Transport  £«.  Trading   

Showtime   

Sibson  &  Co  I 

Singer   i 

Sony  (lapan)   9,  7 

Sperry  .j. 

Standard  Oil  of  California   

Standard  Oil  (Indiana)   

Standard  Oil  |Ohio|   J 

Stifel  Nicolaus  If. 

Stroh   4- 

Sunnyland  Packing   I. 

Swift  Independent   

TRW   l. 

Tandy   

Texas  Intl  li 

Tom  Brown   J 

Toshiba  llapan)   i 

Towers  Pernn,  Forster  &  Crosby   

Travelers  .2 

Trust  Houses  Forte  Ltd  |U  K.)  

Union  Pacific   fr 

United  Industrial   :. 

Vulcan  Materials   

Wang  Labs   

Warner  Communications   

Waste  Management  

Wells  Fargo   

West-Cole   

Westinghouse  Electric   

Winnebago  Inds   

Woolworth  

Zenith  


Do  you  know  anybody 

who  is  somebody  in  busine 
who  does  not  read 
Forbes  Magazine? 
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Flashbacks 


Edited  By  Uero  A.  Saunders 


rhe  more  things  change. .  .  ." 
ms  from  past  issues  of  Forbes 

y  years  ago  in  Forbes 

3ES  has  been  bombarded  with 
s  from  soft  coal  people  who 
lain  that  our  arraignment  of 
operators  in  our  last  issue  did 
lake  clear  that  it  applied  only  to 
nthracite  industry.  In  fairness, 
/ant  to  state  that  it  was  the 
acite  people  we  had  in  mind,  as 
ar  information  tends  to  show 
exorbitant  prices  are  not  now 
lie  for  bituminous  coal.  Condi- 
in  hard  coal  continue  as  bad  as 
The  outlook,  from  every  point  of 
is  very  disquieting." 

bute  ought  to  be  paid  to  the  rank 
le  of  American  labor  as  a  whole 
>  sensible  conduct,  at  least  thus 
jring  the  trying  period  which  all 
s  have  been  passing  through.  Not 
las  there  been  a  praiseworthy  ab- 
of  big  strikes,  but  the  conduct  of 
veral  millions  who  have  been  de- 
i  of  work  has  been  almost  beyond 
ism.  But  because  the  4,000,000 
'orkers  have  suffered  in  silence  is 
ison  why  every  responsible  man 
iirs  should  not  strain  every  nerve 
:elerate  the  resumption  of  more 
al  activity." 

The  Old  Manager  Speaks 

By  Berton  Braley 

andled  a  pick  and  a  shovel, 
sat  at  a  bench  in  my  time, 
one  heavy  work  in  the  heat  and 
le  murk, 

known  all  the  sweat  and 
le  grime; 

o,  when  some  frosty-eyed  expert 
ks  "Labor"  as  if  it  was  coal, 
)mmodity" — well,  I  just  choke 
>r  a  spell 

Dre  I  regain  my  control. 

e  take  all  this  dope  economic 
it  plats  human  toil  in  its  charts, 
you  that  "Labor's"  your  friends 
nd  your  neighbors, 

Folks  that  have  bodies  and 
parts, 

thers  and  brothers  and  husbands 
:h  mothers  and  sweethearts  and 
fives, 

love  and  who  hate  and  who 

ream  and  who  wait; 

real  people  living  their  lives. 

labor  unions  are  denounced  in 
port  of  the  joint  legislative  com- 


mittee investigating  seditious  activi- 
ties, as  revolutionary  in  character  and 
organized  for  the  ultimate  purpose  of 
seizing  industries  and  overthrowing 
the  Government.  They  are:  Industrial 
Workers  of  the  World,  Workers'  Inter- 
national Industrial  Union,  Interna- 
tional Federation  of  Hotel  Workers, 
Journeymen  Bakers  and  Confection- 
ers' Union,  Brotherhood  of  Metal 
Workers,  Amalgamated  Clothing 
Workers  of  America,  Amalgamated 
Textile  Workers,  International  Ladies 
Garment  Workers  Union  and  Fur 
Workers'  Union." 

It  is  hard  to  believe  that  the  last 
three  items  appeared  in  the  same 
Forbes  issue  accidentally.  Editor  B.C. 
Forbes,  a  proud  up-from-the-ranks 
man,  was  probably  using  the  first  two 
of  the  three  items — the  lead  story  sa- 
luting labor's  patience  in  adversity 
plus  the  poem — as  advance  rebuttal  to 
the  third.  Witch-hunts  arc  unfortu- 
nately an  old  story  in  America,  going 
back  at  least  to  the  Massachusetts 
Bay  Colony.  But  the  item  just 
quoted — which  carefully  omitted  any 
note  of  approval — was  perhaps  the 
first  advent  of  the  political  witch- 
hunting  that  flowered  so  monstrously 
in  the  days  of  Senator  McCarthy. 

That  last  item  also  illustrated  the 
inherent  risks  in  lists.  A  few  of  the 
organizations  listed — like  the  Indus- 
trial Workers  of  the  World,  the  old 
"Wobblies" — did  indeed  advocate 
changing  the  social  order,  though  that 
is  no  crime.  But  the  International  La- 
dies Garment  Workers  Union  and  the 
Amalgamated  Clothing  Workers?  Six- 
ty years  later  the  two  face  one  another 
across  New  York's  old  Union  Square, 
the  ILGWU  as  a  conservative  union 
now  occupying  the  old  headquarters 
of  Tammany  Hall,  the  ACW  through 
the  expanding  facade  of  its  $1  billion- 
plus  Amalgamated  Bank. 

Fifty  years  ago 

"What  has  happened  to  the  public 
utility  industry?  Electric  power  pro- 
duction for  the  entire  United  States 
showed  practically  no  change  in  1930 
from  1929.  Thus  far  in  1931  output  is 
a  good  deal  less  than  5%  below  last 
year's  and  domestic  consumption  of 
electricity  has  actually  increased  near- 
ly 10%.  Earnings  of  power  companies 
and  general  utilities  held  up  better  in 
1930  than  practically  any  other  field. 
The  long  industrial  depression  is  be- 
ginning to  make  itself  felt.  .  .  .  The 
present  year  will  probably  show  gen- 
eral declines  in  profit  from  1930,  but 


New  Oklahoma  Gas  &  Electric  plant,  1930 

they  will  be  practically  negligible  in 
comparison  with  the  declines  in  earn- 
ings of  other  classifications." 

"The  value  of  domestic  exports  from 
the  United  States  in  April  was 
$209,876,000,  according  to  the  final, 
exact  figures  of  the  Department  of 
Commerce.  Not  since  November, 
1914,  has  the  monthly  value  been  so 
low.  It  was  $21,000,000  less  than  for 
March,  1931.  The  figure  for  April, 
1930,  was  $326,536,000,  or 
$1 16,000,000  more  than  in  the  corre- 
sponding month  of  the  present  year. 
Taking  the  first  four  months  of  the 
calendar  year  together,  one  finds  a 
falling  off  in  export  values  of 
$529,424,000,  or  approximately  37%, 
from  1930  to  1931." 

Twenty  five  years  ago 

"Marty ,  the  famous  Hecht-Lancaster/ 
United  Artists  film  about  the  romance 
of  a  Bronx  butcher,  provides  a  dollars- 
and-cents  object  lesson  for  hard- 
pressed  moviemakers,  who  feel  multi- 
million-dollar extravaganzas  are  the 
only  bait  to  lure  customers  from  their 
TV  sets.  Made  [for]  only  $350,000, 
Marty  grossed  nearly  $2  million  before 
it  won  four  Academy  Awards." 

"Security-conscious   Americans  are 

buying  up  life  insurance  at  a  1 7%  fast- 
er clip  than  in  1955.  Sales  of  life  poli- 
cies for  the  first  four  months  of  1956 
hit  $16.3  billion,  according  to  the  Life 
Insurance  Agency  Management  Asso- 
ciation, compared  with  )ust  under 
$13.9  billion  a  year  ago." 
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REAL  ESTATE 


REAL  ESTATE 


The 

Myrtle  Beach 
Resort 


mhib 


Oceanfront  Condominiums 

$8,000  Down 

90%  Financing 
$79,900 
Two  Bedrooms 
Fully  Furnished 
Lovely  Natural  Setting 
Wide  Oceanfront  Balcony 
Located  in  South  Myrtle  Beach,  S.C. 
Reminiscent  of  Hilton  Head  Island 

Call  toll  free  1-800-845-0871 

(In  S.C  call  1 -800-922-084 1) 


Ttreehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 

For  Price  &  Construction 
Package  Information  Send  $4  00  To: 


uopsider  Homes 


P.O.  Box  849  F 
Yadkinville.  N  C  27055 
919-679-6846 


FREE  CATALOG 

Big  .  .  .  Free  SUMMER  1981  Catalog 
describes  and  pictures  more  than  2,800 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  46  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 


INDUSTRIAL  REAL  ESTATE 

INDUSTRIAL/COMMERCIAL 

13,000  Ac.  Investment  Property 
Ideal  S.D.  location  for  research  com- 
plex, corporate  site,  resort  complex; 
2  miles  S.  of  Rapid  City,  S.D.  15  min- 
utes to  Jet  Port.  $500/ Acre.  Owner: 

NORRIS  COMPANY 

P.O.  Box  1088    Ocala,  FL  32678 
904/622-7151 


THE  LANDFALL, 
Jupiter  Island 
Palm  Beach  County 

An  oceanfront  development  of 
28  suites.  Four  corner  suites 
with  2676  sq.  ft.  of  living  area. 
Plus  650  sq.  ft.  of  balconies 
offering  views  of  both  the 
intracoastal  waterway  and  the 
Atlantic  Ocean.  Prices  from 
$355,000  to  $475,000  including 
complete  interior  finishing. 
The  Landfall  Associates 
Suite  409,  1001  US  Highway  1 
Jupiter,  Florida  33458 
(305)  747-6000 


BUSINESS  SERVICES 

INTERNATIONAL 
SALES  CONSULTANT 

Substantive  worldwide  experience, 
skilled  negotiator  in  perfect  English, 
French,  Italian,  German,  Spanish, 
particular  creative,  diplomatic  capaci- 
ty in  establishing  contacts,  closing 
sales,  available  for  new  challenge. 

Box  A220  Forbes 
60  Fifth  Ave.,  New  York,  NY  1001 1 


Call  Linda  Loren 
(212)  620-2440 
for  Classified  Advertising 


MISCELLANEOUS  FO 

GENUINE  GEMSTONE 
JEWELRY 

Free  wholesale  catal 
Satisfaction  guarante 
Member  Jewelers  Board  < 
Chamber  of  Comme 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCK 
TOLL  FREE  SERVICE  1-801 


COMPLETE  LINE  < 
INVESTMENT  QUA! 
BRAZILIAN  GEMS! 

Direct  from  the  Mine: 
UNITED  MINING  CORPC 
u.s.  office: 
235  6th  Street 
Pine  City,  Minn.  550 
612-629-2537 
Industria  De  Joias  Padua 
Belo  Horizonte,  Bra, 


MANUFACTUREF 
REPRESENTATIV 

BECOME  A  SUCCESS 
MANUFACTURED 
REPRESENTATIV 

Manufacturers'  Agents' 
tells  you  which  firms  are  I 
representatives,  the  firm's  pi 
and  territories  available. 

For  information  wri 
Manufacturers'  Agents'  N< 
Dept.  178A,  23573  Prospeo 
Farmington,  Michigan 


Fbrbe 
Capital 
Tool 


■ 

Make 
America 
smarter. 

The  colleges  are  in  deep  financial 
trouble. 


They're  having  to  drop  courses, 
fire  professors,  close  laboratories 
and  limit  libraries. 


They  desperately  need  your 
So  give  them  a  hand  today 
a  better  tomorrow. 


CP 


Council  for  Financial  Aid  to  Education  Inc 
680  Fifth  Avenue  New  York  N  Y  10019 


r^\9 1  A  Public  Service  of  This  Magazine 
(SuTCll  &  The  Advertising  Council. 


Make  America  smarter. 
Give  to  the  college  of  your  choice 


Forbes 


iSS  OPPORTUNITIES 

10-327-6970 

cts  About  U.S. 
as  Lease  Program: 

pecial  offer  of  $15 
>er  family  to  introduce 
this  program 
54,800,000  worth  of 
awarded  to  FRC  clients 
:  180  days, 
ices  doubled 
L977 

Tax  Deductible 
limentary  Brochure 


AHEAD  OF  PLASTICS 
TRY  GOOD  ENOUGH? 

plastic  raw  material  sup- 
erior compounder  and 
tor,  Midwest  location, 
es  approaching  $20,000,- 
>e  for  acquisition  by  any 
stablished  corporation, 
organization  from  top  to 
No  initial  investment 
needed  for  purchase  or 
)f  our  company.  Inter- 
inly  in  purchaser  with 
n  excess  of  $25,000,000. 
Box  A218  Forbes,  60 
ve.,  New  York,  NY  10011 


THING  YOU  ALWAYS 
NTED  TO  KNOW 

Id  never  find  out  about  the 
lost    profitable  businesses 
>mplete  report  pinpoints  the 
imall  business  opportunities 
Research  manuals  provide 
letails  .  .  .  facts  .  .  .  figures 
OING  WHAT  YOU  CAN 
TO  MAKE!  For  compli- 
:port,  write: 
1NTREPRENEUR 
'ontius  Ave.,  Suite  E619 
Angeles,  Calif.  90064 


ART  YOUR  OWN 
L  ORDER  BUSINESS 

GIFTIME'S  fabulous  col- 
of  giftware  &  novelty  items 
ipped  for  you.  No  packing 
g.  Unique  Bonus  Plan  stim- 
ers.  Free  catalog  &  details 
om  GIFTIME,  Inc. 
B,  4700  Wissahickon  Ave. 
ladelphia,  PA  19144 

(215)  842-1400 


JIG  OIL  MONEY 


For  li 


•1  it. 
t  Info 


II  Toll-I 


i  $100,000 
payment* 
red -800- 


525-  2541,  Eil  8.  in  Colorado  Can  Collect 
1-447-1399,  E«1  8,      Of  Wrlta  .... 

F.  Milligan,  inc. 

942  20th  SI  .  D«awer  3408FB 
Boulder.  CO  80307 


ESS  CONNECTIONS 


IB  BUSINESSMEN 
HAVE  MONEY 
►  BUY  &  INVEST 

)  Finders  Fees  Paid 
lers  Inquiry  Invited 
te  Box  A216  Forbes 
50  Fifth  Avenue 
w  York,  NY  10011 
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Boyne  Falls  Log  Homes 
Distributorship 

Excellent  profit  potential  as  a 
distributor  for  the  country's  leading 
manufacturer  of  top-quality  log 
homes.  Inquire  directly  to: 


Hot- 


_Dyne 
Fails® 

'  LOG  HOMES 


Mr  Robert  Mock, 
President 
Boyne  Falls 
Log  Homes 
Boyne  Falls, 
Michigan  49713 
1-616-549-2421 


70 


CHANNEL TV 

24  Hour  Sports  &  Movies 
Dealers  and  Distributors  Wanted 


National  Microtech,  Inc. 
1-800-647-6144 


INVESTOR  OR 
PARTNER 

required  with  one  million  dollars, 
investment  for  a  retail/wholesale 
operation  doing  excellent  business 
and  suffering  expansion  because 
of  lack  of  capital.  Guaranteed  re- 
turn on  the  money.  Please  contact 
Box  A219  Forbes 
60  Fifth  Ave. 
New  York,  N.Y.  10011 


Petrogram  Services  offers  a  new  Con- 
cept in  filing  for  oil  &  gas  leases. $15 
per  filing  period  brings  you  instruc- 
tions, materials  &  geological  recom- 
mendations. For  free  brochure  contact: 
Petrogram  Services,  2300  Candelaria 
Albuquerque,  NM  87107 
(505)  884-2844 


CAPITAL  TO  INVEST 


FINANCIAL  GUARANTEES 
FROM  PRIME  BANKS 

Lettersof  Credit,  Promissory  Notes 
covering  Principal  &  Interest 
Cash  to  open  Escrows 
Cash  placed  in  bank  accounts 
to  increase  liquidity 
R.E.  Stand-Bys  &  Take-Outs 
Venture  Capital  &  Real  Estate 
BROKERS  PROTECTED 
Bancor  Financial  Limited 
567  San  Nicolas  Drive,  Suite  206 
Newport  Beach,  CA  92660 
Phone  (714)  640-1633 


OLD  BRUSSELS  &  HAMBURG 

TROLLEY 
CARS 

Unique  opportunity  to  acquire 
full  working  order  examples  of 
former  trolleys  which  ran  in  two 
European  cities. 

HAMBURG  #3584 
in  red  and  cream 
BRUSSELS  #1504 
in  cream  with  blue  lining 
Eye-catching    vehicles  suitable 
for  indoor  or  exterior  display. 
Can  be  utilized  for  information 
or  sales  units.  Excellent  condi- 
tion, and  available  for  lease  or 
purchase. 

For  information: 
(212)  249-1339 
or  write:  Box  A217  Forbes 
60  Fifth  Ave.,  New  York  10011 


PROFITABLE 
BUSINESS 
FOR  SALE 

Owner  financed.  Locations  west 

of  Mississippi.  Priced  from 
$25,000.  Choose  from  over  500. 
Contact: 

AFFILIATED 
BUSINESS  CONSULTANTS 

P.O.  Box  6358-Dept.  5 
Colorado  Springs,  CO  80934 
1-800-227-1617,  Ext.  408 

In  California,  call 
1-800-772-3545,  Ext.  408 

No  commissions  to  us  involved 


EXECUTIVE  FINANCIAL 
SERVICES 

ORGANIZE  YOUR  TAXES! 
GET  TAXTRAK! 
TAXTRAK.  An  easy,  reliable  system 
to  track  every  cash/credit  disburse- 
ment. Computerized  tax  records  cre- 
ate a  return  that  accounts  for  all 
spending  and  guarantees  every  de- 
duction you're  entitled  to. 

TAXTRAK,  7  Ivy  Hill  Rd. 
Ridgefield,  CT  06877.  (203)  438-6516 

EXECUTIVE  EDUCATION 


The  key  to  a  100%  increase 
in  reading  speed,  without 
sacrificing  comprehension. 

This  patented,  pocket-sized 
aid  &  method  is  only  $4.95 
and  guaranteed. 

Send  check  or  M.O.  to 

WALTCO 

P.O.  Box  5621 
Chicago,  IL  60680 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  213-795-5558 
SOUTHLAND  UNrVERSITY 
Dept.  21B       69  N.  Catalina 
Pasadena,  CA  91106 


EXECUTIVE  GIFTS 


The  new  school 
of  thought  in 
old  school  ties. 

The  new  school  prefers  its  corporate 
pride  to  be  stated  with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 

Minimum  order  150. 

if) 

Mampten  Mail,  £td. 

corporate  fashion 

51  East  42nd  Street  •  Department  FB-6 
New  York.  N  Y.  10017  «  (212)  MU  7-6810 


America's 
LOWEST 
PRICES! 


WE  WILL  BEAT  ANY  PRICE  AT  ANY  TIME 


Apple  II  +  48K.  .   .  . 
Apple  III  Computers 
Hewlett-Packard  HP  41  CV 
Hewlett-Packard  HP  41 C 
Hewlett  Packard  HP  85  . 
Texas  Instruments  TI-S9 
Texas  Instruments  99/4  Compi 
Manel  Intellivision  2609  . 
Mattel  Horse  Race  Analyser 
Sony  Walkman  TPS  L2  .  . 
Atari  800, 16K  .... 
Olympic  Sales  Company  •  216  So.  Oxford  Ave 
Los  Angeles,  CA  90004  •  Telex  67  34  77 
TOLL-FREE  (800)  421  8045  (outside  Calif) 

In  213  Area  Code  (213)  739-1130 
In  Calif.  800-252-2153  Request  our  Catalog 


1.099.95 
3.095.95  &  up 
269.95 
189.95 
2,495.00 
199.95 
469.95 
239.95 
94.95 
169.95 
759.95 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$5.25  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEM ASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


BINDERS 


MAGAFILES® 

Economical  storage  files  for 
magazines.  Receive  two  file  boxes, 

delivery  cost  paid. 
Send  $5.00  with  return  address  to: 
The  Magafile  Company 
P.O.  Box  66-F 
Vandalia,  Mo.  63382 


The  university  brings 
out  all  abilities 
including  incapability. 
Anton  Chekhov 


Nature  gave  men  two  ends — 
one  to  sit  on  and  one  to 
think  with.  Ever  since 
then  man's  success  or 
failure  has  been  dependent 
on  the  one  he  used  most. 
George  R.  Kilpatrick 


At  a  certain  age  some 
people's  minds  close  up,- 
they  live  on  their 
intellectual  fat. 
William  Lyon  Phelps 


We  never  stop  investigating. 
We  are  never  satisfied  that 
we  know  enough  to  get  by. 
Every  question  we  answer 
leads  on  to  another 
question.  This  has  become 
the  greatest  survival 
trick  of  our  species. 
Desmond  Morris 


A  Text . . . 

So  then  neither  is  he 
that  planteth  any  thing, 
neither  he  that  watereth; 
but  God  that  giveth  the 
increase. 

I  Corinthians  3:7 


Sent  in  by  Robert  W.  Deady,  Oswego, 
N.Y.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders  of 
texts  used. 


Our  educational  system 
disqualifies  people 
for  honest  work. 
Peter  Drucker 


Learning  without  thought 
is  labor  lost.  Thought 
without  learning  is 
intellectual  death. 
Confucius 


Thoughts 

on  the  Business  of  I  ifc 


If  you  see  m  any  given 
situation  only  what 
everybody  else  can  see, 
you  can  be  said  to  be 
so  much  a  representative 
of  your  culture  that 
you  are  a  victim  of  it. 
S.I.  Hayakawa 


One  of  America's  most 
original,  sparkling 
thinkers,  inventive 
geniuses,  was  the  late 
Charles  Kettering  of 
General  Motors  research 
fame.  Addressing  a  large 
gathering  of  college 
students,  he  exhorted 
them  to  strive  perpetually 
to  accomplish  something, 
never  to  quit  resignedly. 
"Keep  on  going, "  he  declared, 
"and  the  chances  are  that  you 
will  stumble  on  something, 
perhaps  when  you  are  least 
expecting  it.  I  have  never 
heard  of  anyone  stumbling 
on  anything  sitting  down. " 
B.C.  Forbes 


It's  amazing  what  ordinary 
people  can  do  if  they  set  out 
without  preconceived  notions. 
Charles  F.  Kettering 


A  little  learning  is  not 
a  dangerous  thing  to  one 
who  does  not  mistake  it 
for  a  great  deal. 
Willliam  Allen  White 


Change  your  thoughts 
and  you  change  your  world. 
Norman  Vincent  Peale 


To  be  able  to  be  caught  up 
into  the  world  of  thought — 
that  is  educated. 
Edith  Hamilton 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a 
574-page  book  at  $11.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  appropriate  sales 
tax  on  New  York  State  orders. 


Genius  means  little  more  than 
the  faculty  of  perceiving 
in  an  unhabitual  way. 
William  James 


An  idea  is  a  feat 
of  association. 
Robert  Frost 


It  requires  a  very 
unusual  mind  to  make 
an  analysis  of  the  obvious. 
Alfred  North  Whitehead 


I  find  that  a  great  deal 
of  the  information  I  have 
was  acquired  by  looking  up 
something  and  finding 
something  else  on  the  way. 
Franklin  P.  Adams 


Many  ideas  grow  better 
when  transplanted  into 
another  mind  than  in  the 
one  where  they  sprang  up. 
Oliver  Wendell  Holmes  Jr. 


As  specialized,  professional 
training,  higher  education 
in  the  U.S.  today  is  often 
magnificent.  .  .  .  But  the 
educated  man,  the  man 
capable  of  not  providing 
specialized  answers  but 
of  asking  the  great  and 
liberating  questions, 
by  which  humanity  makes 
its  way  through  time, 
is  not  more  frequently 
encountered  than 
he  was  200  years  ago. 
Archibald  MacLeish 


All  that  I  know,  I  learned 
after  I  was  30. 
Georges  Clemenceau 
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Machines 


MBRARy 


that  understand  people 

Presenting  state-of-the-Sony  dictation. 


It  took  Sony  to 
ring  dictation  ma- 
bines  into  the  20  th 
mtury.  Now  Sony 
rings  them  into 
le  21  st. 

Dictation  without 
frustration. 

Sony  not  only  has 
le  most  complete 
:ate-of-the-art 
licrodictation  line 
t  the  business.  Sony 
rings  you  more. 

Sony  brings  you  psychology  with  its  tech- 
ology  When  machines  get  too  complicated,  or 
»ok  too  threatening,  people  don't  want  to  use 
lem.  ("The  fact  is,  lots  of  new  dictation  equip- 
lent  is  being  under -used  for  just  that  reason.) 
That's  why  Sony  dictation  machines  are 
mple  to  operate  and  easy  to  use.  There's  no 
Dint  in  having  advanced  technology  if  people 
e  afraid  to  use  it.  So  Sony  engineers  know 
ley  can  put  all  the  highly  complicated 
:chnology  on  the  inside  as  long  as  it's  uncom- 
plicated on  the  outside. 

Sony:  the  future  off 

desk-top  and 
portable  dictation. 

If  you  want  the 

world's  smallest 

dictator/ 

transcriber, 

Sony  has  it. 


"Three- digit  liquid 
crystal  display.  Sony 
has  it.  "Executive 
Recall  " memory  for 
instant  access  to 
priority  notations. 
Sony  has  it. Two  tape 
speeds  for  twice  as 
much  dictation.  Sony 
has  it.  The  lightest 
full  function  micro- 
phone you've  ever 
held.  Sony  has  it. 
Automatic  gain  con- 
trol, so  your  voice  remains  level  no  matter 
where  you  move.  Sony  has  it. 
In  fact,  Sony  has  just  about 
every  new  state-of-the-art 
advance.  Period. 


For  a  big  choice,  there's 
only  one  choice. 

Right  now  Sony  has  the 

largest  selection  in  microdicta- 

tion.That  means  you'll  find   BM-520.  Micro dictator. 

machines  in  every  price  range  and  for  every 

need.  All  with  up-to-the-minute  technology 

If  you've  been  waiting  for  the  right  time  to 

get  into  microdictation,  it's  now  SONY 

^""por  complete  information  on  Sony  dictaoon  machines  call  1-800-821-7700,  Ex. 516* at 

I    any  hout.ot  mail  this  coupon  to  Sony  Office  Products,  PO  Box  1624.  Trenton,  N.J  08650 
'    *ln  Missouri  call  1 -800-892-7655.  Ex  516 


I  I  Please  send  me  literature 


I     I  Please  have  a  sales  representative  call. 


ORCMMIZATION 


*.n  <  m  jiii  ,.  mi  im 


BM-750.  State-of-the-art 
micro  dictator/transcriber. 


SONY  OFFICE  PRODUCTS 

Machines  that  understand  people. 


FRP  6/22  D  | 

01981  Sony  Corporation  of  America  Officr  Produas  Dfv  Sony  is  a  trademark  of  Sony  Corp. 


*jnetmes  television  i: 

WHEN  IT 


Television  star,  Adam  Rich, 
nhappy  because  he  can't  watch  television. 
Taken  from  one  of  our  current 
TV  commercials. 


X  ITS  MOST  POWERFUL 
1UT  OFF. 

When  it's  turned  on,  television  can  be  a  great  source  of  entertainment, 
id  a  great  source  of  education. 

But  if  you  really  want  to  realize  television's  power,  think  about  the  times 
u  couldn't  watch  it. 

Remember  when  your  TV  spent  a  week  in  the  repair  shop  and  you 
netimes  felt  bored  out  of  your  mind? 

Or,  if  you're  younger,  how  about  the  time  you  misbehaved  and  your  mother 
>uldn't  let  you  watch  television?  You  thought  twice  before  you  made  the 
ne  mistake  again,  didn't  you? 

We  at  The  Hearst  Corporation  operate  television  stations  around  the 
antry.  We  think  we  make  people's  lives  a  little  fuller  by  doing  so. 
In  fact,  The  Hearst  Corporation  is  a  total  communications  company. 

We  operate  10  television  and  radio  stations  in  major 
markets  like  Baltimore,  Pittsburgh,  Milwaukee 
and  San  Juan,  Puerto  Rico.  We're  even 
launching  cable  TV  networks. 

We  publish  20  magazines  like 
Cosmopolitan  and  Good  Housekeeping. 
And  we  distribute  them  in  30 
countries,  in  8  languages. 

We  publish  13  newspapers, 
coast  to  coast.  From  the  San  Francisco 
Examiner  to  Albany's  Times  Union 
and  The  Knickerbocker  News. 

We  publish  countless  books.  Best 
Hers  in  hard  cover  like  "Come  Pour  the  Wine"  and'Tortraits" 
>m  Arbor  House.  And  best  sellers  in  paperback  like  "The  Thorn 
-ds"  and  "Ashes  in  the  Wind"  from  Avon. 

King  Features,  home  of  "Popeye"  and  "Blondie,"  is  Hearst  too. 
id  that's  not  to  mention  other  industries  we're  involved  in.  Like 
■est  products,  real  estate  and  ranching. 

But  basically,  if  you  can  read  it,  watch  it  or  hear  it,  chances 
i  Hearst  is  involved  in  it. 
We  inform  you,  entertain  you,  challenge  you. 
And  we  like  to  think  your  life  would  feel  a  little  emptier  if  we 
iren't  around. 

THE  HEARST  CORPORATION 

We  talk  to  millions  of  you.  One  at  a  time. 
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87  Cover  Story  :Tbe$  12. 5 
billion  wedding  market 
seems  easy.  In  fact,  only  a 
fewbigcompanieshavea 
real  talent  for  it. 


33  Iowa  Beef:  Armand 
Hammer  knows  a  good 
thing  when  he  sees  it. 


38  Jean-Jacques  Servan- 
Sclyreiher.  His  new  book 
may  offend agood  many 
readers,  but  not  for  the 
reasons  that  offended  its 
author. 


31  Companies: 
Cities  Service  Co. 

A  behemoth  mired  in  utility  mentality,  it 
doesn't  have  much  to  offer  in  either  manage- 
ment or  accomplishments.  So  why  all  the 
interest? 

32  Government: 

When  Uncle  Sam  Stops  Paying 

Will  cutting  out  all  those  federal  subsidies 
bring  on  disaster?  Not  if  you  look  at  one  little- 
known  cutback. 

33  Companies: 
Iowa  Beef 

Where's  the  synergy  with  Occidental  Petro- 
leum? Armand  Hammer  must  smile  at  the 
question.  This  hard-as-nails,  fiercely  com- 
petitive outfit  has  become  a  dazzling  growth 
company  while  revolutionizing  an  archaic 
industry. 

38  Publishing: 

"This  Is  Incredible!" 

Servan-Schreiber's  new  book  is  as  naive  in 
the  final  version  he  approved  as  in  the  galleys 
he  fumed  over. 

45  Economists: 

A  Bad  Rap  From  History 

"By  a  continuing  process  of  inflation,  govern- 
ments can  confiscate,  secretly  and  unob- 
served, an  important  part  of  the  wealth  of 
their  citizens  .  .  .  fast  rendering  impossible  a 
continuance  of  the  social  and  economic  or- 
der." Who  said  that?  You  may  be  surprised. 

48  Inflation: 
Who  Benefits 

We  have  met  the  profiteers,  and  unfortunate- 
ly they  are  us. 

54  Companies: 
Bank  Of  America 

Says  President  Armacost:  "I  am  not  going  to 
lay  back  and  let  the  waves  wash  over  us." 

58  Companies: 

Tandem  Computers 

fames  Treybig's  $109  million  company  is 
already  training  its  people  for  the  day  it  be- 
comes a  $1  billion  company. 

62  Steel: 

Playing  Catch-up 

But,  perhaps,  a  little  too  late. 


64  Companies: 

Pan  American  World  Airways 

Once  before,  Bill  Seawell  saved  it  from  bank- 
ruptcy. Now,  he  must  do  it  again.  Even  if  he 
succeeds,  a  difficult  restructuring  lies  ahead. 

70  Promoters: 

The  Land  Of  Opportunity 

Among  the  colonials,  a  British  accent  and 
impeccable  connections  can  go  a  long  way. 

76  The  Numbers  Game: 
Reading  The  Tea  Leaves 

Welcome  to  the  rarefied  world  of  actuari 
assumptions. 

78  Exports: 

The  "Truly  Needy"? 

Say  this  for  the  Reagan  Administration — it 
has  the  courage  of  its  convictions.  But  its 
attempt  to  cut  Export-Import  Bank  funding 
has  run  into  some  flak. 


87  Cover  Story:  The  High  Cost  Of  Loving 

What  with  bracket  creep,  the  marriage  tax 
and  the  soaring  cost  of  pots,  who  but  the  rich 
can  afford  to  get  married  these  days?  Clearly, 
nobody,  but  2.4  million  Americans  will  do  it 
this  year.  "It's  a  great  market,"  as  one  retail- 
er says,  but  not  for  everyone. 


92  Oil  Exploration: 

In  The  Best  Of  Families 

A  little  drama  at  the  King  Ranch. 

93  Mexico: 

"What's  Too  Much?" 

By  the  end  of  this  year,  Mexico  will  be  as 
deeply  in  debt  as  Brazil.  No  cause  for  alarm, 
says  one  of  its  top  bankers. 

98  The  Funds: 

The  Mexico  Fund 

An  auspicious  start.  But  what  next? 

100:  The  Funds: 

Bond  Funds,  Anyone? 

There's  always  something  nobody  wants. 

102  Companies: 
Oshkosh  B'Gosh 

The  butt  of  countless  comedians'  jokes,  Osh- 
kosh, Wis.  has  its  satisfactions.  One  is  this 
premier  denim  clothing  company. 
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58  Tandem  Computers, 
tome  simulation  training 
or  the  big  day. 


?6  The  Numbers  Game: 
~)on't  blame  the  accoun- 
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Mary  Kay  Cosmetics 
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Great  minds 

Executive  Editor  James  Cook  has  spent  months  gathering  material  fo| 
a  major  article  on  Iowa  Beef  Processors.  Cook  concluded  that  lowj 
Beef  was  one  hell  of  a  company  and  was  ripe  for  acquisition.  Occii 
dental  Petroleum's  Armand  Hammer  came  to  the  same  conclusion 
While  Cook  was  finishing  his  article,  Hammer  was  inking  a  deal  t« 
buy  Iowa  Beef.  Hence  the  timely  story  that  begins  on  page  33. 

The  sages'  page 

How  do  you  put  together  Thoughts  on  the 
Business  of  Life7.  Contributing  Editor 
Clothield  (Jo)  Spencer  turned  the  ques- 
tion over  in  her  mind  and  then  replied  in 
her  characteristically  self-mocking  way: 
"You  begin  with  a  52-year-old  woman 
with  a  checkered  career,  who  brings  to 
the  job  knowledge,  understanding,  toler- 
ance, insight  and  a  conservative  philos- 
ophy." Thoughts,  that  gracious  and  saga- 
cious collection  which  brings  up  the  end 
of  every  Forbes  issue,  has  been  under  Jo 
Spencer's  guidance  for  more  than  15 
years,  and  it  reflects  her  humanistic,  Jo  Spencer 
slightly  wry  appreciation  of  the  human 


condition.  Perhaps  that  is  what  makes  it  so  popular.  Chicago-bom 
Radcliffe-educated,  she  has  studied  biology  and  law,  done  social  work 
worked  for  the  U.S.  Air  Force  in  Germany  and  labored  20  years  al 
Forbes  in  various  capacities. 

"My  technique?" — we  have  just  asked  her  another  question — I 
simply  try  to  combine  a  potpourri  of  elements  into  something  coher- 
ent, with  a  logical  flow  but  not  rigidly  logical,  and  sometimes  with  ari 
opposite  view  thrown  in  to  remind  readers  that  truth  is  seldom 
absolute."  We  tell  Jo  how  popular  her  page  is,  and  she  parries  the 
praise.  "Say  how  much  I'm  going  to  miss  William  Feather,"  she  saysj 
alluding  to  the  Cleveland  publisher  and  folk  philosopher  she  frequent' 
ly  quoted.  Feather  died  this  January,  at  91.  But  don't  worry.  Spencei 
isn't  about  to  run  out  of  sages.  See  page  168  for  her  latest  collection. 

So  sorry! 

If  the  Japanese  press  and  opposition  politicians  are  sincerely  con< 
cerned  about  keeping  nuclear  weapons  away  from  Japan,  they  might 
have  a  word  with  the  Soviet  Union,  whose  naval  ships  may  regularly, 
sail  through  the  narrow  straits  that  separate  the  two  main  Japanese 
islands,  Korea  and  the  U.S.S.R.  Are  the  Russian  ships  armed  with 
popguns?  See  Trends,  page  8. 

Gilded  lemons 

Here  we  are  again  with  the  familiar  propaganda  line:  Little  stocks  are  the 
only  ones  worth  investing  in.  Sound  familiar?  Back  in  1969  there  was  an 
even  hotter  bull  market  in  new  and  small  stocks.  Jim  Flanigan,  now  an 
assistant  managing  editor,  and  Howard  Rudnitsky,  now  a  senior 
editor,  teamed  on  a  cover  story:  "Golden  eggs?  Or  lemons?"  In  it  we 
tactfully  suggested  that  people  were  being  grossly  overcharged  for  the 
privilege  of  "getting  in  on  the  ground  floor"  and  that  a  lot  of  these 
"future  LBMs"  weren't  long  for  this  world.  Were  we  right?  Were  we 
ever!  Contributing  Editor  Richard  Phalon  and  Assistant  Editor  Steve 
Kichen  have  investigated;  their  findings  begin  on  page  161. 
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What  makes  this  my  favorite  hotel 
'hen  I'm  overseas? 

Otto,  for  one  reason.  Knowing  he 
ires  about  keeping  me  in  shape  and 
\aking  me  feel  great  when  I'm  away 
om  home  means  a  lot.  And  when  I 
te  the  Teleplan  sign,  I  also  know  this 
otel  cares  enough  about  me  as  a  guest 
d  make  sure  that  I  can  make  an  inter- 
ational  call  at  a. reasonable  charge. 

That  means  no  unreasonable  sur- 
Karge  fee.  And  that's  pretty  important. 


Because  many  hotels  without  Teleplan 
often  charge  $50  or  more  for  a  $20  call. 
That's  why  the  Bell  System,  working 
together  with  leading  hotels,  initiated 
Teleplan. 

Who  has  Teleplan?  The  hotels  and 
countries  listed  on  the  right. 

The  next  time  you  take  a  trip,  stay 
where  they  care.  You'll  find  a  great  hotel 
with  your  very  own  Otto  or  Hans  or 
George.  And  you'll  find  a  hotel  with 
Teleplan. 


THESE  LEADING  HOTELS 
ARE  TELEPLAN  HOTELS 

GOLDEN  TULIP  HOTELS 

Holland 
HILTON  INTERNATIONAL 
Worldwide 
THE  LYGON  ARMS 
Broadway, 
Worcestershire,  England 
MARRIOTT  HOTELS 
TRUSTHOUSE  FORTE 
United  Kingdom 

TELEPLAN  COUNTRIES: 

IRELAND,  ISRAEL, 
PORTUGAL 


Bell  System 


The  fair-cost  way 
to  call  home 


Trends 


Edited  By  John  A.  Conway 


Tradeoff  in  taxes 

A  new  tax  gimmick  concocted  by  the 
Reagan  Administration  would  let 
companies  buy  and  sell  their  federal 
tax  credits.  The  idea  is  to  allow  a 
strapped  company,  with  no  profits  to 
apply  against  its  tax  credits,  to  sell 
them  to  a  prosperous  company  for 
cash.  A  total  of  $2.2  billion  in  these 
credits  went  unused  last  year,  $600 
million  in  steel  alone,  and  the  Trea- 
sury says  $13  billion  worth  have  piled 
up  in  the  past  three  years,  85%  of  it  in 
six  ailing  industries.  Treasury  Under 
Secretary  Norman  Ture  told  a  group  of 
steel-state  congressmen  that  the  Ad- 
ministration is  "looking  quite  careful- 
ly" at  the  proposal.  In  a  sense  it  is  a 
rewrite  of  an  idea  Jimmy  Carter's  tax- 
men  proposed  last  year.  The  Demo- 
crats wanted  to  refund  some  of  the 
unused  credits  of  floundering  compa- 
nies directly  out  of  Treasury  funds. 
Ture  says  the  Administration  consid- 
ers this  a  negative  income  tax  and 
doesn't  like  it.  Democratic  Repre- 
sentative Donald  Bailey  of  Pennsylva- 
nia (a  member  of  the  tax-writing  Ways 
&  Means  Committee)  retorted  that 
selling  credits  would  benefit  prosper- 
ous firms  as  much  as  troubled  ones.  "I 
think  it's  a  silly  subterfuge,"  he  says, 
"but  I'm  not  going  to  fight  it." 


The  fate  of  the  Fed 

How  real  is  the  conflict  between  the 
White  House  and  Paul  Volcker,  chair- 
man of  the  Federal  Reserve  Board? 
Publicly,  the  emphasis  is  on  cordial- 
ity, with  the  President  starting  what 
are  billed  as  regular  face-to-face  meet- 
ings with  the  Fed  chairman.  Privately, 
Reagan  staff  members  (and  according 
to  some  reports,  the  President  him- 
self) are  deeply  disturbed  by  what  they 
consider  the  central  bank's  failure  to 
get  a  handle  on  the  money  supply  and 
interest  rates.  One  line  of  speculation 
is  that  the  White  House  will  make  its 
move  by  naming  a  new  Fed  vice- 
chairman  when  the  term  of  the  pres- 
ent number  two  man,  Frederick 
Schultz,  runs  out  next  January,  thus 
positioning  its  own  man  to  take  over 
when  Volcker 's  chairmanship  expires 
in  1983.  Potential  candidates  include 
conservative  economist  Milton  Fried- 
man; Beryl  Sprinkel,  the  Treasury's 
monetary  expert;  and  Jerry  Jordan,  a 
Reagan  economic  adviser  and  former 
chief  economist  at  the  Pittsburgh  Na- 
tional Bank.  Friedman,  who  is  rated 
the  President's  top  outside  economic 
counselor,  has  a  more  draconic  solu- 


Fed  Chairman  Paul  Volcker 


A  wary  peace  with  the  White  House. 


tion — abolishing  the  Federal  Reserve 
altogether.  "Money  is  too  important 
to  be  left  to  the  central  bankers,"  he 
says,  arguing  that  the  U.S.  would  have 
been  better  off  if  the  Fed  had  never 
been  established  in  1914. 


The  real  thing 

The  word  from  Peking  is  that  the  new 
Coca-Cola  plant  there,  China's  first, 
is  having  production  troubles.  Earlier 
this  spring,  a  queue  of  executives  led 
by  Coke's  chairman,  Roberto  Goi- 
zueta,  trekked  to  China  to  open  the 
plant  with  speeches,  toasts  with  Coke 
and  music  by  Beethoven  and  Aretha 
Franklin.  Designed  to  supply  tourists 
(Peking  hasn't  decided  whether  to  let 
the  product  be  sold  to  the  1  billion 
Chinese  themselves),  the  installation 
was  fitted  out  with  $2  million  worth 
of  special  equipment  to  purify  the  lo- 
cal water  and  deodorize  the  Chinese 
carbon  dioxide  used  in  processing. 
The  problem  appears  to  be  that  tam- 
ing Peking's  water  is  proving  harder 
than  expected.  Atlanta  is  keeping  up  a 
brave  front.  "As  far  as  we  know  here," 
Coke  headquarters  said,  "everything 
is  okay  in  Peking." 


Nukes  in  Japan 

The  latest  outbursts  about  U.S.  nucle- 
ar forces  and  Japan — the  collision 
with  a  nuclear  submarine  that  sank  a 
Japanese  merchant  ship,  the  revela- 
tion by  a  former  U.S.  ambassador  of 
tacit  approval  for  nuclear-armed  U.S. 
warships  in  Japanese  ports — have  un- 


derscored the  double  standard  applied 
to  similar  Russian  incidents.  Last 
summer,  for  example,  the  Soviet  navy 
towed  a  disabled  nuclear  sub  through 
Japanese  waters  to  Vladivostok.  Sovi-I 
et  ships,  presumably  some  with  nucle- 
ar weapons,  pass  through  internation- 
al waters — the  Sea  of  Japan  and  its 
connecting  straits.  Japan  claims  a  3- 
mile  limit  and  Russian  ships  can  ply 
those  waters  so  long  as  they  are  in 
"innocent  passage,  not  prejudicial  to 
the  peace  and  order  or  security  of  the 
coastal  state,"  says  a  convention 
signed  by  Japan  and  the  U.S.S.R.  in 
1958.  Japan  concedes  no  Soviet  incur- 
sions. Last  summer's  disabled  subma- 
rine? Says  one  Japanese  official:  "Oh, 
yes,  only  one  violation  that  we  are 
aware  of."  The  same  official  says  that 
perhaps  one  Soviet  ship  a  day  passes 
through  the  narrow  waters  separating 
Korea,  Japan  and  Russia,  without  any 
improprieties. 


The  freshman  bench 

Freshmen  would  play  neither  football 
nor  basketball  under  a  new  proposal 
by  the  American  Council  on  Educa- 
tion that  is  under  study  by  the  Nation- 
al Collegiate  Athletic  Association  and 
other  campus  sports  groups.  (The 
Council's  board  will  decide  next 
month  whether  to  make  the  idea  its 
official  policy.)  If  accepted,  the  rule 
would  bar  colleges  from  fielding  fresh- 
man football  and  basketball  teams,  al- 
though first-year  students  would  be 
permitted  to  compete  in  other  sports, 
up  to  ten  hours  a  week.  Freshmen 
would  also  be  barred  from  varsity 
football  or  basketball  teams,  a  rule 
that  would  have  kept  first-year  stars 
like  Herschel  Walker,  the  University 
of  Georgia's  all-America  running 
back,  on  the  sidelines  last  year.  The 
rule's  purpose,  the  Council  on  Educa- 
tion says,  is  to  give  student  athletes 
time  to  establish  an  academic  base  and 
to  allow  coaches  to  act  more  like  the 
teachers  they  are  supposed  to  be  in- 
steadof  high-powered  talent  recruiters. 


Here's  how 

America's  biggest  drinker  is  not  Jim- 
my Carter's  mythical  businessman 
with  the  three-martini  lunch  but  a 
Southern  gentleman,  usually  over  60 
and  making  more  than  $25,000  a  year, 
according  to  a  study  by  National  Fam- 
ily Opinion,  Inc.  The  Toledo,  Ohio- 
based  survey  firm  says  that  this  Ma- 
son-Dixon tippler  likes  his  libations 
most  often  in  the  privacy  of  his  home 
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MERRILL  LYNCH  WHITE  WELD 


CAPITAL  MARKETS  GROUP 
REPORT: 


THE  FACTS: 

For  10  consecutive  years, 

Merrill  Lynch  White  Weld  has  ranked 

first  in  Corporate  Underwriting. 

In  1980,  Merrill  Lynch  White  Weld  Capi- 
tal Markets  Group  managed  $21  billion  in  cor- 
porate equity  and  debt  financings,  accounting 
for  over  one  third  of  all  offerings  in  the  U.S. 
market  for  the  year.  We  remained  the  leading 
manager  of  corporate  security  financings,  while 
increasing  our  transactions  by  37%. 

The  Investment  bankers  in  our  Public 
Utility  Group  managed  114  offerings— $10.3  bil- 
lion—accounting for  53%  of  the  total  utility 
financing  in  the  U.S.  Of  these  114  offerings,  81 
were  negotiated  offerings,  which  represented 
over  half  the  total-dollar  negotiated-offering 
volume  for  the  year. 

In  1980,  our  Financial  Institutions 
Group  managed  $1.6  billion,  which  was  67%  of 
the  volume  of  bank  financings  done  in  the  U.S. 
In  mergers  and  acquisitions,  we  remained  one 
of  the  industry  leaders,  with  27  transactions 
totaling  $5.5  billion.  Our  private-placement 
activity  also  remained  strong:  we  completed  72 
transactions,  totaling  over  $1.6  billion. 

In  Public  Finance,  we  managed  $10.3 
billion  in  tax-exempt  negotiated  new  issues, 
making  us,  once  again,  industry  leaders.  We 
introduced  such  innovative  techniques  as  tax- 
exempt  commercial  paper,  bank-credit-backed 
issues,  and  floating-rate  hospital  bonds.  In  fact, 
our  Health  Care  Finance  Department  was  again 
the  leading  manager  in  hospital  financings.  We 
managed  54  issues,  including  the  largest  issue  of  s 
the  year— $93  million. 

In  pollution-control  financing,  we 
ranked  second  in  the  industry,  including  man- 
aging the  2  largest  financings  for  the  year— both 
valued  at  over  $100  million. 

Having  managed  $56.1  billion  in  world- 
wide financing,  we  remain  leaders  in  invest- 
ment banking. 

IF  YOU  THINK  THE  FACTS  ARE  IMPRESSIVE, 
WAIT  UNTIL  YOU  HEAR  THE  THINKING  BEHIND  THEM. 


THE  FIGURES: 

"Our  people  are  able  to  see  through 
problems  and  come  up  with  unusual 
solutions.  Call  it  creativity,  if  you  will." 

Nigel  S.  Mac  Ewan,  Director  of  Financing  Division 

"It's  a  combination  of  strengths  that 
Merrill  Lynch  brings  to  bear  in  corporate  and 
public  finance:  creative  ideas,  innovative 
financing  techniques  and  knowledge  of  a  com- 
pany, coupled  with  our  massive  distribution 
capabilities. 

"Our  people  have  the  ability  to  go  well 
beyond  knowing  a  client's  needs  and  advising 
what  type  of  transactions  can  meet  these  needs. 
In  fact,  much  of  our  time  is  spent  in  developing 
prototype  transactions  for  different  kinds  of 
clients  and  industries. 

"What  our  people  have  is  imagination 
and  an  entrepreneurial  spirit.  It  lets  us  offer 
something  in  the  marketplace  that  hasn't  been 
thought  of  before." 


Merrill  Lynch 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc 

A  breed  apart. 


1 1981  Merrill  Lynch  Pierce  Fenner  &  Smith  Mcmher, 


Asarco . . .  meeting  the  metal  needs  of  the  80's 


Front-end  ore  loader  at  MIM's  Mount  Isa  underground  mine  Mount  Isa  is  one  of  the  largest 
mines  in  the  world  where  copper,  silver,  lead  and  zinc  are  found  in  close  proximity. 


with  an  increasingly  valuable  stake  in  one 
of  Australia's  largest  metal  producers. 

Asarco's  interest  in  M.I.M.  Holdings  Limited  in 
Australia  goes  back  50  years.  Today,  Asarco  owns 
48.9%  of  this  great  mining  and  metals  company 
whose  output  in  its  past  fiscal  year  contained: 

1 5  million  troy  ounces  of  silver 
1 78,000  tons  of  copper 
1 70,000  tons  of  lead 
116,000  tons  of  zinc 
731 ,000  tons  of  coal 

Last  year  MIM  started  an  expansion  program  which 
will  increase  silver-lead-zinc  output  at  its  Mount  Isa 
mine  by  20%.  MIM  also  plans  to  invest  A$550  million 
by  the  mid-1980  s  to  expand  its  coal  production 
in  the  Collinsville-Newlands  region. 

Asarco's  equity  in  the  earnings  of  MIM  has  increased 
steadily  from  $19.6  million  in  1976  to  $1 13.4  million 
in  1980.  For  more  information  on  Asarco  and  its 
associated  companies,  such  as  MIM,  send  for  a  copy 
of  our  Fact  Book.  Dept.  65,  ASARCO  Incorporated, 
120  Broadway,  New  York,  N.Y  10271. 

ASARCO 

Metals  &  Minerals 


Trends 


rather  than  in  a  bar  or  restaurant.  And 
what  are  we  drinking?  Vodka  and  gin 
sell  the  most  cases  (the  industry's  ma- 
jor benchmark)  but  Impact,  an  indus- 
try trade  magazine,  finds  that  individ- 
ual drinkers  prefer  Jack  Daniel's,  Kah- 
lua and  Bacardi  rum.  Meanwhile,  the 
seemingly  inexorable  craze  for  "light- 
ness" (reflected  in  sales  of  menthol 
cigarettes  and  light  beer)  has  helped 
push  the  sales  of  white  wine  over  red, 
with  whites  now  enjoying  a  54%  mar- 
ket share,  double  what  it  was  a  decade 
ago.  The  typical  white  wine  drinker 
today:  a  young  (30  to  39),  affluent 
($25,000  and  up)  woman  living  in  the 
West  who  likes  to  drink  premium- 
priced  vintages  with  her  dinner.  Har- 
ry Teasley,  president  of  Coca-Cola's 
wine  division,  who  helped  engineer 
Coke's  entry  into  the  wine  business 
in  1977,  says  that  his  company  will 
continue  to  aim  its  whites  at  "urban, 
white-collar  America."  The  good  ol' 
boy,  apparently,  will  be  left  alone. 

■MMMHNHRNHHHMHHI 

Dial  800  for  help 

Working  from  the  premise  that  an 
employee's  problems  can  mean  man- 
agement headaches,  Control  Data 
Corp.  is  now  selling  a  dial-for-help 
program  it  has  been  using  in-house  for 
seven  years.  The  plan  (which  costs 
some  $15  per  employee  per  year)  in- 
volves a  24-hour  "800"  telephone  hot 
line  that  allows  workers  to  call  for  aid 
with  any  personal  or  family  problem, 
work-reiated  or  not,  ranging  from  mo- 
rale to  mortgage  payments,  from  alco- 
hol to  alimony.  Administered  through 
Control  Data's  health-care  arm,  the 
Life  Extension  Institute,  the  scheme 
provides  confidential  counseling  or  re- 
ferrals and,  if  need  be,  private  face-to- 
face  meetings  with  professionals.  One 
manager  of  the  program,  Dr.  Stephen 
Duvall  (his  doctorate  is  in  counseling), 
says  the  plan  aims  for  maximum  us- 
age, noting  that  during  the  seven 
years  it  has  been  available  to  Control 
Data's  48,000  employees,  30,000  have 
used  it.  Humanitarianism  aside,  Du- 
vall says,  the  economics  of  the  plan 
are  plain.  Any  corporation,  he  says, 
knows  how  much  it  spends — and 
loses — handling  employees  in  the 
"disciplinary  process"  (counselor  talk 
for  firing),  which  can  take  up  to  90 
days  from  the  time  a  worker  begins  to 
be  a  problem.  So  far,  Control  Data  has 
netted  37  outside  customers,  includ- 
ing the  National  Basketball  Associ- 
ation, which  has  a  $100,000-a-year 
deal  for  its  players. 
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other  view  of  a  chemical  company.  Sequence  9 


le-Grethe  Banke  Norgaard,  kindergarten  teacher,  talking  about  her  husband  Egon,  district  manager  with  Skandinavisk  Henkel. 

Every  two  months  I  kiss  the  man  from 
lenkel  here  in  the  kindeigarten.' 


iere  are  two  good  reasons  why  I 
k  forward  to  his  call  -  as  his 
tomer  and  as  his  wife. 
i  kindergarten  where  I  work  is  one 
igon's  many  customers  in  and 
und  K0benhavn.  Egon  is  a  Henkel 
resentative  specializing  in  large 
tomers  -  laundries,  canteens, 
dergartens  and  so  on. 
re  in  Scandinavia  cleanliness  and 
;iene  are  taken  very  seriously, 
h  of  Egon's  customers  has  diffe- 
t  problems  regarding  washing, 
ming  or  rinsing. 

i  kindergarten,  for  example,  which 
res  a  large  community  including 
ny  working  mothers  such  as  you 
1  find  all  over  Denmark, 
i  like  to  give  the  children  free 


reign  and  we  don't  mind  them 
getting  their  clothes  dirty.  That 
means  a  lot  of  work  for  us  because  we 
wash  their  play  clothes. 
And  we've  always  managed  quite  well 
up  till  now.  This  is  where  my  husband 
comes  into  the  picture.  Or  rather: 
the  quality  of  Henkel  products. 
Egon  often  comes  home  late  from 
visiting  customers.  So,  he  brings 
along  a  little  present  for  the  two 
children,  Camilla  and  Katrine. 
Big,  bright  lollipops,  for  instance. 

Once  I  heard  Camilla 

\say  to  Katrine,  'Lolli- 
pops this  good  could 
only  come  from  Henkel' ." 

fe*.  My  husband  Egon. 


Skandinavisk  Henkel  A/S, 
K0benhavn-Valby,  is  one  of  more 
than  100  companies  of  the  Henkel 
group,  situated  in  more  than  40 
countries.  Worldwide  sales  1980  = 
7.6  billion  DM.  33,000  employees. 
Headquarters  Dusseldorf,  Federal 
Republic  of  Germany.  Product  range 
includes  laundry  products,  house- 
hold cleaners,  cosmetics,  adhesives, 
industrial  cleaners,  oleochemicals, 
auxiliary  products  for  textile  and 
leather  industries.  Over  8,000  pro- 
ducts for  all  walks  of  life. 


Chemistry  working  for  you. 
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FORG«LD 


The  price  of  precious  metals  fluctuates 
on  a  day-to-day  basis.  Yet,  you  can  al- 
ways be  a  breast  of  the  market  for  GOLD, 
by  calling  MANFRA,  TORDELLA  & 
BROOKES  —  the  reliable,  authoritative 
source  for  over  27  years.  Our  computer- 
ized price  list,  the  industry  standard, 
quotes  the  market  in  about  100  coins 
each  day  and  features  the  complete 
Krugerrand  family.  A  copy  is  yours  free 
along  with  our  pamphlet,  "Investing 
And  Collecting  Gold  Coins".  Start  an 
account  with  MTB  now  and  enjoy 
wholesale  prices  on  your  first  order  of  at 
least  10  ounces  of  Krugerrands  in  any 
denominations. 

THE 

KRUGERRAND 

FAMILY  OF  COINS 

The  World's  Best  Way  to  Own  Pure  Gold 
Call    (800)  223-581 8,  Ext.  1 5 
TOLL  (800)  223-0998,  Ext.  15 
FREE  (800)  221  -9830,  Ext.  15 


Rockefeller  Center 

59  West  49th  St. 
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Keep  on  truckin' 

A.  year  and  a  half  ago  Ryder  System's 
chairman,  Leslie  Barnes,  the  man 
who  had  put  the  $1.7  billion  truck- 
leasing  firm  back  on  the  fast  track, 
hinted  to  Forbes  (Jan.  21,  1980)  that 
he  saw  new  turns  ahead.  "We've  got 
to  move  into  areas  that  are  a  little  less 
fuel  dependent,"  he  said,  "a  little 
more  service  oriented,  but  still  trans- 
portation related."  Ryder  is  keeping 
its  plans  under  the  hood,  but  its  38- 
year-old  president,  M.  Anthony 
Burns,  has  lifted  the  lid  a  little. 

Within  the  next  year,  he  says, 
Ryder  will  make  a  major  acquisition 
of  a  positive  cash  flow  company  that 
is  almost  everything  that  Ryder  is 
not:  "A  service  company,  say,  that  is 
not  energy  intensive,  does  not  have 
leverage  and  has  high  tax  payments." 

The  reason,  it  seems,  is  that  Ryder 
cannot  use  all  the  tax  benefits  gener- 
ated each  year  in  depreciation  by  its 
more  than  $1  billion  worth  of  rev- 
enue-producing equipment.  About 
$80  million  in  these  benefits  are  going 
out  the  exhaust  but  could  be  put  to 
good  use  in  a  different  line  of  busi- 
ness. Financial  service  seems  to  be  a 
most  likely  area.  The  firm  is  already 
making  money  in  the  insurance  busi- 
ness, and  last  year  it  introduced  its 
still-tiny  FASTRAK  credit  card  for 
truck  owner-operators. 

Burns,  an  obvious  candidate  to  suc- 
ceed Barnes  (who  will  be  65  next 
year),  also  reckons  that  Ryder  could 
buy  a  contract  carrier,  now  that  truck 
deregulation  is  in  full  force.  Already  a 
$60  million  business  for  Ryder,  Burns 
expects  the  higher-margin  contract 
carrier  segment  to  grow  by  30%  a  year 
and  reach  $150  million  by  1985,  com- 
pared with  an  annual  growth  rate  of 
15%  to  20%  in  leasing. 

And  how  will  Ryder  pay  for  its  ac- 
quisitions? Equity  perhaps,  and  bor- 
rowing, says  Burns,  a  former  Mobil 
Oil  controller  who  came  up  through 
the  financial  side  at  Ryder.  (Barnes 
hoisted  him  into  the  management  cab 
at  the  end  of  1979.)  "Under  our  cur- 
rent $250  million  line  of  revolving 
credit,"  he  says,  "we  still  have  $190 
million  we  could  borrow  on  a  tele- 
phone call."  Not  that  it  would  be  quite 
that  easy.  The  $190  million  would  be 
at  a  prime  rate  of  more  than  20%  and 
Ryder's  debt-to-total-capital  ratio  is 
already  close  to  70% . 

Does  this  mean  Ryder  wants  to  get 
out  of  leasing?  That  amounted  to  65% 
of  the  business  last  year  but  did  most 
to  pull  earnings  down  10%,  to  $56.5 


million.  Definitely  not,  Burns  saysH 
"Contract  carriage  will  become  more 
significant  but  truck  leasing  and  rent- 
al  will  continue  to  be  the  backbone  of 
the  company." 

Credit  counterattack 

A  year  ago  Forbes  sounded  the  warn- 
ing "caveat  creditor"  (July  7,  1980)  in 
a  report  on  the  new  federal  bankrupt- 
cy code  that  had  gone  into  effect  the 
previous  October.  That  forecast  of  ,i 
wild  surge  in  personal  bankruptcies 
proved  only  too  true — in  1980  they 
rose  to  a  record  397,958,  a  72%  jump 
over  1979.  But  that  was  just  half  the! 
story.  With  personal  bankruptcies 
promising  to  hit  500,000  this  year, 
creditors  around  the  country  have  de- 
cided to  fight  back. 

The  specter  of  a  nation  seemingly 
bent  on  using  the  bankruptcy  court  asi 
the  newest  escape  hatch  from  debt) 
sent  a  shudder  through  consumer 
lenders.  In  1980  writeoffs  due  to  per- 
sonal bankruptcy  filings  rose  to  an 
estimated  $3.2  billion  from  $2.4  bil-| 
lion  the  previous  year.  These  lossesl 
charged  the  air  with  concern  at  last 
month's  meeting  of  the  National  Con- 
sumer Finance  Association  in  Sad 
Francisco.  Reece  Overcash  Jr.,  chiefj 
executive  of  Associates  Corp.  of! 
North  America,  the  Dallas  consumer- 
finance  giant,  summed  it  up:  "Thisj 
code  is  contrary  to  the  moral  fiber  of) 
America.  Our  nation  is  built  on  the) 


Andrew  Brimmer 
Profiling  the  deadbeats. 
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When  you  buy  our  newest  copier, 
we  guarantee  these  features. 


tisfaction  guaranteed,or  return  the  copier 

ithin  30  days  or 3,000  copies  (whichever  conies  first). 

our  new  IBM  small  copier  doesn't  produce  a  smile  just  like  the  one 
»ve,  we'll  take  our  copier  back.  And  you'll  get  your  money  back. 
[Tiat's  how  sure  we  are  that  when  you  use  the  Executive  Copier 
i'H  be  totally  happy. 

rhe  copy  quality  is  excellent.  What's  more,  it's  consistent.  Because 
>  machine  was  built  to  be  reliable.  The 
;cutive  Copier  is  also  easy  and  eco- 
nical  to  use.  And  of  course,  it  comes 
h  IBM  service. 

\fter  all,  we  want  to  keep  you 
iling  long  after  that  3,000th  copy. 


I  am  interested  in  learning  more  about  the  IBM  Executive™ 
Copier  and  your  Time  Payment,  Trade-In,  Quantity  Discount 
and  Satisfaction  Guarantee  Plans.  Please  have  an  IBM 
Representative  get  in  touch  with  me. 
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Office  Products  Division 
400  Parson's  Pond  Drive—  Dept.  804,  Franklin  Lakes,  NJ  0,117 
Cost  of  supplies  used  not  included  in  refund. 

Call  IBM  Direc  t  800-u.,i1-.~>r).S2  Ext.  10.  In  New  Jersey  800-352-4960 
Ext.  10.  In  Hawaii /Alaska  800-526-2484  Ext.  10. 


Why 
Williams 


js  Worth  Watching  in  the '80s 


One  good  reason  is  because  we're  rich  in 
resources.  During  the  '70s  we  set  out  to 
position  ourselves  as  a  resource-rich  growth 
company  of  the  '80s. We  have  been  successful 
with  this  strategy  and  it's  paying  off  for  us,  as 
evidenced  by  record  1980  net  income  of  $139 
million,  double  that  of  the  previous  year. 

Today,  we  are  strong  in  natural  resources, 
with  increasingly  valuable  reserves  of  phosphate 
rock,  oil,  natural  gas  and  coal.  These  resources 
provide  us  considerable  promise  for  continued  prog 
ress  in  the  '80s  and  beyond.  So  extensive  are  these 
reserves  that  each  of  Williams'  29,700,000 
outstanding  shares  of  common  stock 
equates  to  an  ownership  of:  about 
14  tons  of  recoverable 
phosphate  rock  reserves; 
oil  and  natural  gas  reserves 


with  an  energy  equivalent  of  nearly  a  barrel  of  oil;  an> 
some  75  tons  of  coal  reserves.  We  also  hav 
many  other  valuable  assets  which  we  conside 
major  resources  for  the  '80s.  We  own  and  operat 
four  of  the  nation's  largest,  most  cost  effective 
chemical  fertilizer  manufacturing  complexes; 
a  successful  oil  and  gas  . 
exploration  and  production 

company;  the  world's 
largest  independently  owned  Jf:=r~~ 
petroleum  products  pipeline 
system;  and  one  of  the  largest 
networks  of  metals  service 
centers  in  the  United  States. 
Yes, The  Williams  Companies 
is  indeed  a  resource-rich,  growth 
company  that  is  truly  "worth  watching  in  the  '80s. 
But  there  are  many  more  reasons  you  can  lear 
about  by  writing  L.  R.  Francisco,  manager 


investor  relations,  The  William 
Companies,  One  Williams  Cente 
Tulsa,  OK  74172.  Ask  for  a  cop 
of  our  1980  Annual  Repor 


We  are  rich  in  resources. 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

llliams  Exploration  Company  ^^J^^j^^ 


Williams  Pipe  Line  Company  •  Edgcomb  Metals  Company 
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irinciple  of  honoring  your  debts." 

The  first  battle  in  the  lenders'  coun- 
erattack  against  the  code  will  be 
Dught  on  Capitol  Hill.  More  than  50 
if  the  top  consumer  lending  firms 
lave  drafted  a  proposed  revision  of 
he  1979  bankruptcy  code  and  put  it 
a  the  hands  of  GOP  Senator  Robert  J. 
)ole  of  Kansas,  chairman  of  the  Sub- 
ommittee  on  the  Courts  of  the  Sen- 
te  Judiciary  Committee.  Dole  has  al- 
eady  held  hearings  and  is  expected  to 
itroduce  a  bill  amending  the  code 
iter  this  summer.  Dole's  bill  appears 
Lkely  to  heed  the  call  of  creditors  to 
ase  the  discharge  of  debt  in  any 
ankruptcy  proceeding  on  projected 
Jture  income  rather  than  on  real  as- 
;ts,  the  current  rule.  Such  a  measure 
an  probably  expect  a  sympathetic  re- 
eption  in  the  Senate;  passage  in  the 
louse — which  drafted  the  current 
ode — could  prove  tougher. 

Expecting  a  long  fight  in  Congress, 
:nders  are  also  taking  corrective 
leasures  of  their  own.  Creditors 
tung  by  the  new  code  are  trying  ur- 
ently  to  establish  a  profile  of  the  av- 
rage  bankrupt  in  hope  of  cutting  off 
11  lending  to  anyone  who  fits  the 
attern.  One  group,  led  by  Beneficial 
lanagement  Corp.  of  Morristown, 
I.J.,  commissioned  Brimmer  &.  Co.,  a 
/ashington,  D.C.  consulting  firm,  to 
elp  draw  the  profile.  The  data  Brim- 
ler  turned  up  in  a  sample  study  could 
□de  ill  for  a  major  segment  of  the 
merican  borrowing  public.  "What 
re  found  in  our  sample,"  says  An- 
rew  Brimmer,  the  former  Federal  Re- 
:rve  Board  governor  who  heads  the 
rm,  "is  that  78%  of  bankrupts  have 
ibs;  almost  as  many  white-collar  in- 
ividuals  go  bankrupt  as  blue-collar; 
id  37%  earn  more  than  $15,000  per 
sar.  Some  48%  have  some  college  or 
college  degree  and  the  greatest  num- 
n  are  in  the  25-to-34  age  bracket." 

Brimmer  also  determined  that  64% 
E  the  bankrupts  believed  they  had 
iffered  no  damaging  stigma  on  their 
ves  by  fleeing  to  the  courts.  Such 
Dmplacency,  which  lenders  believe 
Drders  on  amorality,  has  focused  the 
nding  spotlight  on  young,  educated 
at  unsecured  borrowers.  Finn  Cas- 
;rsen,  chief  executive  of  Beneficial, 
ats  it  this  way:  "You've  got  a  situa- 
on  now  where  no  credit  will  be 
anted  to  people  without  real  assets, 
ntil  the  code  is  changed  people  who 
ould  in  the  past  have  qualified  for 
edit  on  the  basis  of  earnings,  won't, 
b  assets,  no  credit.  This  code  has 
ruck  into  the  mainstream." 


Robertshaw's  new 
electronic  idea 
.  solves  problems  in 
fly  ash  removal  for  utilities. 

At  coal-fired  power  generating  stations,  tons  of  fly  ash 
are  collected  daily  in  giant  hoppers.  Detecting  the  "full" 
level  was  a  "hit  or  miss"  proposition  until  Robertshaw 
designed  a  unique  sensing  probe  that  works  for  fly  ash 
in  a  variety  of  vessels.  Result— cost  savings  from  faster, 
more  efficient  removal  operations. 

This  reliable  "measuring  rod"  also  has  a  stainless  steel 
version  for  signaling  levels  in  food  products— sugar,  salt, 
flour  and  cereals.  Dependable  accuracy  is  a  Robertshaw 
hallmark  in  10,000  controls  and  control  systems  made 
and  marketed  around  the  world.  For  details,  write  to 
Robertshaw  Controls  Company,  Dept.  I  IF,  RO.  Box  26544, 
Richmond.VA  23261 .  Or  call  804/281  -0700.  Exports:  Call 
Robertshaw  International  Operations,  804/285-4161. 


The  Energy  Control  Company  ® 


Our  special  money  market  fund  will 
help  get  the  IRS  out  of  your  pocket. 
It  offers  tax-free  income*  with  solid 
stability. 

□  Income  free  of  Federal  income 

tcLXCS 

□  $1.00  a  share  value.f 

□  Minimum  investment  just  $1,000. 

□  Prompt  liquidity.  Atoll -free  phone 
call  gets  your  money  back. 


□  Free  checkwriting  over  $500. 

□  No  interest  penalty  for  early 
withdrawal.  No  sales  commission. 

□  Easy  to  change  investment 
strategy.  Switch  to  other 

T.  Rowe  Price  Funds  by  phone 

without  charge. 
Call  FREE  1-800-638-5660. 
In  Maryland  1-800-492-1976. 
In  Baltimore  547-2308. 


Enough  is  enough. 


T.RowePriceTXx-Exempt  A6 
MoneyFund 

A  No-Load  Fund 
T.  Rowe  Price  Marketing,  Inc. 
100  East  Pratt  Street,  Baltimore,  Maryland  21202 

Name  


Address. 
City. 


.State  . 


-Zip. 


For  more  complete  information,  including  man- 
agement fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you 
invest  or  send  money.  "Income  may  be  subject  to 
state  and  local  taxes.  fRounded  tothenearestcent. 
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Readers  Say 


The  real  imperialist 

Sir:  Re  "Red  News— Really"  (Other 
Comments,  May  25)  where  Pravda 
writes  of  "American  Imperialism." 
"Imperialist"  derives  from  the  Latin 
word  imperium  (translated  "empire"). 
It  means  that  a  strong  country  ex- 
pands its  frontiers  by  subjugating  oth- 
er, weaker  countries.  The  only  "impe- 
rialist" country  left  in  this  world  is 
the  Soviet  Union.  She  swallowed  Es- 
tonia, Latvia  and  Lithuania,  parts  of 
Poland,  invaded  Czechoslovakia, 
Hungary  and  now  Afghanistan. 
— Norman  H.  Linton 
Kew  Gardens,  NY. 


Some  things  never  change 

Sir:  The  50-years-ago  Flashbacks  Mp'". 
13)  dealing  with  U.S.  efforts  at  agri- 
cultural stabilization  in  the  1930s  is 
too  close  to  today's  agriculture  here  in 
Canada  to  be  anything  but  frighten- 
ing. Canadians  have  probably  learned 
the  least  of  any  country  as  we  hasten 
to  initiate  supports,  quotas,  market- 
ing boards  and  other  mechanisms. 

Because  of  this,  I  would  like  permis- 
sion to  reproduce  the  article  for  class- 
room use  in  my  Agricultural  Market- 
ing Course  here  at  Centralia  College. 
— R.S.  Thompson 
Centralia  College  of 

Agricultural  Technology 
Huron  Park,  Ont. 


Simple  tax 

Sir:  If  every  single  taxpayer  paid  15% 
of  his  full  income  from  every  source — 
with  no  deductions  of  any  kind — the 
government  would  collect  more  mon- 
ey than  it  does  now.  Imagine  the  sim- 
plification of  it  all.  Or  is  this  too  un- 
complicated for  the  U.S.  Treasury  to 
accept? 
— Budd  Mayer 
Miami,  Fla. 


Popping  pills 

Sir:  Eating  a  balanced  diet  is  easy  and 
simple  ("We  who  swallow  various  vi- 
tamin pills,"  Fact  and  Comment,  May 
25).  Popping  vitamin  pills  is  easy  and 
simple-minded. 
— Ruth  D.  Boone 
Lake  Placid.  Fla. 

Sir:  Your  comment  suggests  another 
contribution  to  improving  the  health 


of  our  economy — let's  assume  those 
75  million  pill-poppers  spend  an  aver- 
age of  only  $1  per  week  on  their  vita- 
min fix.  What  a  boon  if  w.e  could 
persuade  these  hypochondriacs  to 
take  their  vitamin  money  and  invest 
it  in  a  fund  committed  to  putting  its 
money  into  business  expansion. 
— Thomas  T.  Semon 
New  York,  N  Y 


Perfectly  all  right 

Sir:  You  imply  that  IBM's  use  of  a 

$26.5  million  tax-exempt  industrial 

revenue  bond  issue  for  a  pollution 

control  project  is  somehow  suspect 

because  IBM  is  not  a  small  business. 

Congress  placed  no  company  size  or 

dollar  limitation  on  industrial  revenue 

bonds  for  pollution  control. 

— Victor  J.  Goldberg 

Vice  President-Communications, 

IBM 

Armonk,  NY. 


MSF's  OMNI  interview 

Sir:  As  president  of  the  National  As- 
sociation of  Letter  Carriers,  I  repre- 
sent some  233,000  members  who 
would  take  strong  issue  with  MSF's 
comment  in  the  Omni  interview  re- 
printed in  Forbes  (Apr.  13)  that  the 
postal  service  ".  .  .  can't  even  deliver 
letters." 

In  1980  U.S.  postal  workers  deliv- 
ered a  record  106.3  billion  pieces  of 
mail,  156,752  pieces  of  mail  per  em- 
ployee per  year — the  highest  produc- 
tivity rate  of  any  nation.  The  workers 
of  even  the  next  highest  nation  in  pro- 
ductivity— Japan — deliver  a  full  third 
less  than  their  American  counterparts. 
— Vincent  R.  Sombrotto 
President, 

National  Association  of  Letter  Carriers 
Washington,  D  C. 

Sir:  MSF  says:  "It's  an  ideal  combina- 
tion if  you  can  have  an  engineer  who's 
a  graduate  of  a  business  school.  For 
women,  God,  what  a  unique  thing! 
With  such  competence  maybe  they 
wouldn't  even  be  criticized  for  being 
promoted." 

The  Wharton  School  and  the  School 
of  Engineering  and  Applied  Science  at 
the  University  of  Pennsylvania  do 
have  a  dual  degree  program. 

I  asked  the  university  about  this 
program  and  they  said:  "The  program 
is  attracting  students  from  the  top  5% 
of  their  high  school  classes  and  salary 


offers  to  the  first  graduating  classe 
show  the  value  business  places  o« 
such  training.  Enrollment  is  growinj 
rapidly  and  the  program  is  appealinj 

to  women." 
— -J.  Paul  Lyet 
Chairman, 
Sperry  Corj> 
New  York,  NY. 

Sir:  Re  your  comments  about  th< 
"unique  thing,"  i.e.,  a  technicall; 
trained,  business  school  gradual 
woman.  We  are  not  unique,  nor  arj 
we  things,  although  our  numbers  also 
may  not  be  legion. 
—Joanne  Gucwa  Fujii 
Wheeling,  III. 

Sir:  Your  interview  with  Omni  com 
tains  idiotic  ideas. 
—James  Yankawits  Jr. 
N.  Bead)  Haven,  N.J. 

For  another  reaction  to  the  interview, 
see  Other  Comments  (p.  22). — Ed. 


Higher  ranking  policies 

Sir:  Our  analysis  indicates  that  The 
Equitable  ranks  number  one  on  a  com- 
petitive cost  basisamongourpeercom- 
panies  for  whole  life  policies  (both  stan- 
dard and  preferred)  of  $  1 00,000  or  more 
face  amount.  Your  article  (May  11)  xt\ 
ferred  to  a  \9%0  Best's  Review  ranking, 
which  was  in  error  and  was  retracted  by 
Best's  Review  in  January  1981. 
— Coy  Eklund 
President  and  CEO, 
The  Equitable  Life  Assurance 

Society  of  the  U.S. 
New  York,  NY. 

Tfje  corrected  rankings  place  The  Equi- 
table 9th,  not  38th,  in  interest-adjusted 
payment  cost.  But  the  corrected  tables 
boost  the  ranking  for  only  the  Equitable's 
preferred-risk  policies.  — Ed. 


Original  social  engineer 

Sir:  Anna  M.a.yo (Other  Comments,  May 
25)  "says  that  the  word  "hooker"  origi- 
nated from  General  Hooker's  idea  ofj 
busing  ladies  of  the  night  to  Union 
camps  during  the  Civil  War.  Could! 
this  also  have  been  the  origin  of  the 
idea  of  busing  to  achieve  integration? 

Do  you  happen  to  know  what  sort 
of  buses  General  Hooker  used? 
—J.H.  Tatsch 
Sudbury,  Mass. 
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Brought 


Coffee  from  Costa  Rica... 
Teddy  bears  to  Tacoma. . . 
and  other  "essentials"  of  your 
everyday  life  are  brought  to  you  via 
Transway's  international  network  of 
transportation  and  distribution  companies. 

Transway  stands  for  leadership  and  innovation 
in  Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 
and  Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer 
goods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
perishables  and  commodities  to  the  marketing  of  LPG. . . 

Transway's  going  places  to  bring  you  products  that  serve  your  needs. 


Transway  International  Corporation,  747  Third  Avenue,  New  York,  New  York  10017 


NYSE  symbol:  TNW 


Citicorp  Travelers  Checks 
are  accepted  in  places  that've  neve 

heard  of  a  split-level. 


>  1981.  CITICORP 
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'       '111,  I 


r.  SPECIMEN  H 
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That's  right,  even  in  places  where  there's 
no  need  to  worry  about  aluminum  siding  and 
bicycles  left  in  the  driveway. 

The  fact  is,  you  never  know  where  you 
might  end  up.  That's  why  it's  nice  to  know 
Citicorp  Travelers  Checks  are  accepted  in 
literally  millions  of  hotels,  restaurants  and 
stores  throughout  the  world. 

So  don't  worry  if  you're  visiting  a  part  of 
the  world  where  the  people  throwing  a  block 
party  own  the  entire  block.  Because  you  can 
use  Citicorp  Travelers  Checks  even  there. 

Travel  the  world  with  Citicorp — America's 
leading  financial  institution,  worldwide. 

CITICORPO 

TRAVELERS  CHECKS 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


DID  YOU  EVER  THINK  YOU'D  LIVE 

to  see  this  day  when  Capitol  Democrats  overwhelmingly  support  Republican-spon- 
sored federal  spending  cuts,  overwhelmingly  oppose  Republican-sponsored  tax  cuts?!? 

THE  LEAST  EXPENSIVE,  BEST  AND  ONLY  WAY  TO  DEFEND  MIDEAST  OIL 

s  not  to  have  that  energy  source  continue  to  be  essential 
o  the  functioning — literally — of  our  country  and  of  West- 
:rn  Europe. 

For  a  relative  fraction  of  the  potentially  catastrophic 
:ost  of  militarily  defending  Saudi  Arabia  et  al  against  an 
(utright  U.S.S.R.  assault,  we  will,  within  four  or  five  years, 
>e  able  to  survive  with  oil  from  other  sources,  supplement- 
d  by  additional  energy  sources  developed  with  unmitigat- 
d  national  intensity. 

As  a  practical  military  matter,  we  can  and  must  gear  up  a 
Upid  Deployment  Force  that  could  effectively  backstop 


friendly  Mideast  governments  against  assaults  from  the 
likes  of  Red  South  Yemen,  as  well  as  from  outside-generat- 
ed leftist  overthrow. 

But  anyone  who  thinks  we  can  and  should  prepare  to 
defend  the  Mideast  against  a  frontal  assault  by  the  U.S.S.R. 
itself  is  smoking  a  pipeful  of  illicit  substances. 

In  the  present  climate  of  momentary  oil  surplus,  let's  not 
trap  ourselves  into  letting  up  on  any  and  every  sensible 
effort  to  develop  alternative  energy — atomic,  coal  (as  is 
and  liquefied),  shale  and  bits  of  help  from  sun,  wind  and 
subterranean  steam. 


SPEAKING  OF  MIDEAST  OIL,  LET  MESSRS.  REAGAN,  REGAN  AND  EDWARDS 

;et  about  filling — as  instantly  as  anything  can  be  instant  in  Presently  we  are  totally  at  the  mercy  of  political  or 
Vashington — those  salt  domes  intended  to  supply  us  with  military  eruptions  in  those  oil-rich  countries  of  un- 
i  six-month  oil  reserve.  matched  volatility. 

IF  ONLY  VOTING  COULD  MAKE  IT  SO 


By  96-to-0  the  Senate  buried  Administration  proposals 
o  trim  Social  Security  benefits.  One  would  think  the 
'resident  had  made  such  proposals  maliciously  rather  than 
lecause  our  Social  Security  system  is  nearing  bankruptcy. 

Maybe  it  would  do  the  trick  if  the  Senate  voted  unani- 
nously  to  make  it  against  the  law  for  the  Social  Security 
ystem  to  go  broke. 


At  the  same  time  they  could,  by  unanimous  vote,  make 
inflation  illegal. 

And  with  still  another  vote  they  could  make  it  illegal 
for  the  declining  number  of  young  to  be  unhappy  in 
turning  over  ever-bigger  amounts  of  their  earnings  to 
support  the  ever-growing  number  of  those  entitled  to 
Social  Security's  ever-growing  benefits. 
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SINCE  OUR  PRESIDENTS  WON'T,  PROBABLY  SHOULDN'T  AND 


really  couldn't  if  they  wanted  to  be  sealed  off  from  the 
public,  at  least  President  Reagan's  personal  safety  can  be 
vastly  improved  by  the  wearing,  on  certain  occasions,  of 
bulletproof  clothing. 

In  this  free  land  of  50  million  handguns  and  countless 
millions  of  rifles  and  shotguns,  a  number  are  certainly  in 
the  hands  of  psychopaths. 

Bulletproof  gear  made  of  Du  Pont's  extraordinarily 
strong  laboratory  fiber,  Kevlar,  is  5  times  stronger  than 
steel,  yet  not  anything  like  as  uncomfortable  as  those  old- 


time  steelclads  so  similar  to  the  attire  of  knights  of  old. 

As  a  matter  of  fact,  as  one  who's  taken  an  occasional 
unintended  high-speed  spill  on  a  motorcycle,  I  have  a 
Kevlar-lined  blue  jean  jacket  that's  vastly  safer  than  the 
toughest  leather  to  protect  one  against  roadrash. 

Now  it's  possible  to  get  undershirts  and  dress  shirts,  as 
well  as  vests,  raincoats  and  windbreakers  made  of  bullet- 
retarding  Kevlar. 

Meantime,  we  have  forwarded  to  the  President  that 
Kevlared  blue  jean  jacket.  Let's  hope  it  fits. 


HOT  AIR  GOT  ME  INVITED  TO  THE  WHITE  HOUSE 


luncheon  the  President  gave  to  honor  Space  Shuttle  pilots 
John  Young  and  Bob  Crippen,  NASA  Director  Alan  Love- 
lace and  all  present  and  former  U.S.  astronauts.  Sprinkled 
among  the  impressive  VIP  guests  were  a  few  miscellaneous 
sorts,  such  as  this  hot-air  aeronaut.  The  President,  in  his 
warm,  straightforward  manner,  made  hearts  stir  with 
pride,  patriotism  over  Columbia's  extraordinary  success. 


At  our  table,  in  response  to  concerns  expressed  over 
better  insuring  the  President's  safety,  Mrs.  Reagan  said 
that  far  more  careful  and  extensive  measures  were  now 
being  taken.  To  my  mention  of  bulletproof  clothing  (see 
above),  she  observed:  "I  wish  the  press  wouldn't  dwell  on 
this  matter  of  a  bulletproof  vest.  It  can  dangerously  reduce 
the  effectiveness." 


THAT  THERE  ARE  FEWER  BABIES  MAT  BE  BAD  NEWS 

for  diaper  outfits  and  may  call  for  rethinking  about  ever  more  eventually  to  be  down.  And  these  fewer  millions  of  kids  will 
campus  bricks  and  mortar.  But  the  bright  side  of  the  coin  is  be  the  beneficiaries  of  greater  educational  concentration, 
that,  with  fewer  young,  the  unemployment  rate  is  bound    wider  options  and  brighter  prospects  as  they  grow  up. 

—GO,  ,  STOP 


•  Sichuan  Pavilion— 322  E.  44th  St.  (Tel:  986-3775). 
A  dazzling  addition  to  the  New  York  Chinese  restaurant 
scene  where  thousands  exist  and  few  are  Chiaohsien. 
Chinatown  should  have  one  so  good. 

9  Jane  Street  Seafood  Cafe— 31  Eighth  Ave.  (Tel: 
243-923  7).  In  Greenwich  Village,  real  food  really  good  is  rare. 
Boutique  prevails,  be  it  clothes,  antiques  or  restaurants.  The 
seafood  here  is  fresh,  unpretentiously  but  flavorfully  pre- 
pared. The  modest  owner  of  this  splendid  place  used  to  work 
in  a  neighborhood  fish  market  and  knows  his  pisces. 

A  Bientdt  du  Soir—  328  West  12th  St.  (Tel:  924- 
3413).  The  setting,  the  attitude  and  much  of  the  food  is 
good — good  enough  to  wish  it  would  get  sufficiently  better 
to  warrant  more  than  one  star.  The  snails  were  first  rate; 
the  mignonettes  de  bocuf  was  lean  and  tender,  and  the 
peppercorn-mustard-cognac  sauce  most  tasty.  The  fresh 
vegetables  were  on  the  watery  side. 

*  Curtain  Up!— 403  West  43rd  St.  (Tel:  564-7272). 
Broadway  Show  Biz's  newest  hangout.  The  decor  and  faces 
make  a  refreshing  replacement  for  passe'-ing  Sardi's.  Un- 
fortunately, the  food's  little  better. 

9  The  Odeon— 145  W.  Broadway  (Tel:  233-0507). 
Here's  the  place  to  experience  Soho's  wrong-side-of-the- 
tracks  (Tribeca  to  aware  Manhattanites)  while  enjoying 
good  nouvelle  dishes  in  a  most  nouvelle  version  of  Art 
Deco — a  decor  that  glaringly  (in  a  literal  sense)  fails  to 


conceal  its  former  cafeteria  ne'  warehouse  past.  Alive  with 
dressed-out  real  artists  and  many  of  the  spangled  outre's. 
Different,  fun  and  most  digestible. 

Le  Perigord—  405  East  52nd  St.  (Tel:  755-6244).  Its 
price  and  its  ambience  are  on  a  par  with  the  City's  French 
topmost,  but,  unfortunately,  too  often  some  of  its  main 
courses  are  not.  Their  Grand  Marnier  mousse  is  the  best  of 
this  too  rare  white  twist  to  the  chocolate  staple. 

*  Pasta  n'  Cheese  Cafe — at  Bergdorf  Goodman,  58th 
St.  and  Fifth  Ave.  (Tel:  872-8843).  This  is  among  the  best 
buys  in  this  topnotch  emporium.  Sandwiches  that  could 
hold  their  own  at  the  most  splendid  London  high  tea,  asi 
well  as  chunkful  salads  and  pastas,  make  it  worth  the  size 
larger  ladies  will  end  up  with  when  trying  on  clothes  onl 
the  other  Bergdorf  floors. 


EITHER  THE  CLIENTELE 

IS  SLIPPING  OR 
ITS  MANAGEMENT  DID 
WITH  THIS  SLIP— 

Something  new  has  been 
added  to  the  bill  at  New  York's 
famed  "21"  Club.  Good  addi- 
tion it  isn't. 


Service  is  not  included 
on  your  check. 

The  following  are  management 
recommendations: 

Waiter  — 15% 
Captain  —  5% 
Sommelier  —  7%  of  wine  bill 

Please  initial  the  square  and 
return  card  to  waiter  or  captain  if 
you  wish  management  to  add 
gratuities.   

Thank  you. 
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INTRODUCING  HIS  CEO  SUCCESSOR,  JOHN  OPEL,  IBM'S  FRANK  CART 


jbserved,  "Retiring  chiefs  go  from 
Who's  Who  to  who's  he?" 

For  such  as  Frank,  though,  that's 
nighty  unlikely. 

And  speaking  of  IBM  predeces- 
;ors,  we  recently  came  across  this 
lelightful  photograph  of  IBM 
ounder  Tom  Watson  being  awarded 
irst  prize  44  years  ago  as  winner  of  a 
:orbes  Magazine  contest  for  head- 
ng  a  company  with  "the  most  ag- 
;ressive  modernization  program." 

Handing  him  the  silver  cup  on 
Aay  28  in  1936  is  B.C.  Forbes,  founder  of  Forbes. 


Seeing  this  old  photo  reminded  me  that  the  father  of 
;orbes  and  Forbeses  would  have  been  101  last  month. 
Imong  fond  memories,  this  one:  While  he  had  no  use  for 
wearing,  he  was  pretty  good  at  substitutes  when  aroused. 

THESE  DAYS  THERE'S  LESS 

to  be  sure  of  but  much  to  be  positive  about. 


FROM  WIDE  WORLD  PHOTOS:  NEW  YORK  CITY 
WATCH  YOUR  CREDIT  LINE: 

PRIZES  AWARDED  IN  FORBES  MODERNIZATION 
CONTEST 

PHOTO  SHOIrtS:    B.C  .  ^Forbes  ,  publisher  or  the 
magazine  "Forbes,"  tooay  awardeo  the  prizes 
in  the  Forbes  Modernization  Contest  to  the 

WINNERS  AT  THE  WALDORF  AsTORIA  HOTE'L.  ThS 
FIRST    PRIZE    IAS   AWARDED    TO    PAUL  BaCHELLER 

of  endicott,  n.y.,  for  his  story,  "a08ressive 
Modernization  om  at  International  Business 
Machines;"  and  the  Forbes  Magazine  Cup  was 
awarded  to  International  Business  Machines  Corp, 
for  outstanding   industrial  modernization. 

h -5/2 8/J 6 

PHOTO  SHOWS:  Thomas  J.  Watson,  president  of 
International  Business  Machines  Corp.,  (left), 
receives  the  cup  awarded  to  his  company  from 
B.C.  Forbes. 

h -5/28/56 


Instead  of  "Who  in  hell  did  that,"  it  would  come  out  "Who 
in  blazes.  .  .  !"  A  damn  fool  to  him  was  "an  utter  ass" — 
the  animal,  not  the  anatomy. 

Most  often,  cursing  is  a  lazy,  ignorant  substitute  for 
more  imaginative  choices  of  words.  Has  any  expletive  ever 
topped  Churchill's  description  of  Hitler  as  "that  evil  man"? 

EVERYBODY  THINKS  "THE  PUBLIC" 

is  somebody  else. 


WHAT  THE  NEAR-TERM  FUTURE  HOLDS 


By  M.S.  Forbes  Jr. 

The  experts  are  baffled.  The  econ- 
omy continues  to  show  unexpected 
strength.  Yet  contrary  to  textbooks, 
inflationary  pressures  are  lessening. 
But  even  though  price  pressures 
have  been  easing,  inflation-adjusted 
interest  rates  have  been  sky-high. 
To  have  such  economic  conditions 
existing  side  by  side  isn't  supposed 
to  happen. 

Economists  needn't  fret  much 
longer.  These  anomalies  are  starting 
to  sort  themselves  out. 

Inflation.  The  current  easing  is 
no  flash  in  the  pan.  With  a  little 
luck — primarily  the  absence  of  an 
oil-disrupting  Mideast  war — infla- 
tion will  be  in  the  single-digit  area 
this  year  and  next. 

The  barometers  for  rising  prices 
are  negative.  Oil  supplies  are  in  sur- 
plus. Silver  and  gold  prices  are 
down,  as  are  general  commodity  in- 
dexes. Housing  prices  are  flat, 
which  is  going  to  put  a  dampener  on 
consumer  spending.  Previously, 
homeowners  had  the  feeling  that 
their  houses  were  money  in  the 
bank,  money  that  could  be  pulled 
out  when  they  moved  or  with  a 
second  mortgage.  Experts  estimate 
that  one-third  of  net  new  mortgage 


money  in  recent  years  went  not  for 
housing  but  for  consumer  expendi- 
tures— vacations,  tuitions,  appli- 
ances and  the  like. 

Interest  rates.  They're  trending 
down,  though  we're  likely  to  see  a 
continuation  of  volatility  in  the  im- 
mediate future  and  perhaps  a  credit 
crunch  before  year-end.  A  crunch 
could  temporarily  shoot  short-term 
interest  rates  up  but  won't  have 
much  impact  on  the  long-term 
ones.  Investors  shouldn't  be  misled 
by  such  roller-coaster  conditions. 
They  will  be  short-lived. 

This  writer  will  repeat  his  predic- 
tion of  several  months  ago  (Feb.  16, 
p.  21):  "When  will  we  see  interest 
rates  back  in  single  digits?  By  the 
spring  of  1982." 

The  economy.  The  buoyancy  of 
the  past  eight  months  is  going  to 
abate.  Tighter  credit  conditions  and 
softer  housing  prices  will  see  to 
that.  But  we  won't  have  a  full- 
fledged  recession.  Reason:  defense 
spending  and  the  powerful  boom  in 
energy  exploration.  The  magnitude 
of  the  energy  boom  was  recently 
summarized  by  Kidder,  Peabody 
economist  Sam  Nakagama:  "The 
most  far-reaching  structural  change 
is  the  shift  of  money  and  resources 
into  the  oil  and  gas  drilling  industry. 


Oil  and  gas  drilling  activity  has  be- 
come larger  than  auto  output  [in  to- 
tal industrial  production]." 

BETTER  WATS 

A  number  of  lawmakers  want  to 
add  an  amendment  to  the  Reagan 
tax  bill  that  would  give  companies  a 
tax  credit  for  increased  research  and 
development  expenditures.  Such  a 
credit  is  not  the  way  to  go  about 
developing  and  sharpening  our  tech- 
nological prowess. 

One  mare's  nest  is  definition:  Re- 
search and  development  can  cover 
not  only  microprocessors,  genetics 
and  the  like,  but  also  breakthroughs 
in  deodorants,  detergents,  opera 
windows,  etc.  Moreover,  such  cred- 
its would  tend  to  benefit  existing, 
profitable  companies  rather  than 
smaller  marginal  outfits  that  tend  to 
come  up  with  many  of  the  signifi- 
cant advances. 

History  shows  that  the  most  effi- 
cient way  the  U.S.  can  encourage 
innovation  is  to  reduce  the  capital 
gains  tax.  Another  way  our  govern- 
ment could  assist  in  developing 
technology  is  through  better  use  of 
military  procurement.  Long-term 
contracts  would  help  companies  get 
the  financing  needed  to  compete  ef- 
fectively against  the  Japanese. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor 's  mind.  -MSF 


Closing  the  Gap 

Elderly  poverty  has  plunged  from 
35%  to  15%  in  the  period  from  1959 
to  1979.  The  mean  per  capita  income 
of  the  elderly  is  now  only  6%  below 
that  of  the  entire  population,  and  the 
elderly  have  a  higher  average  net 
worth.  This  is  [not)  to  say  that  the 
current  program  should  be  cut  back. 
There  is  still  a  very  small  way  yet  to 
go.  But  social  welfare  roles  do  not  call 
for  making  the  elderly  richer  than  the 
rest  of  the  population. 

— Lester  C.  Thurow, 
MIT  professor 

ROTC  Inflated 

Tuition  costs  are  soaring,  so  Re- 
served Officers  Training  Corps  looks 
like  a  good  deal:  A  four-year  scholar- 
ship in  exchange  for  four  years  of  ac- 
tive duty. 

— U.S.  News  &)  World  Report 

Worthless,  at  $65  an  Hour 

Students  from  the  nation's  most 
prestigious  law  schools  returned  to 
class,  having  made  as  much  as  $700  a 
week  [last]  summer  as  interns  at  blue- 
chip  corporate  law  firms.  As  if  these 
salaries  weren't  enough,  the  future 
lawyers  are  busily  comparing  notes  on 
which  firm  provided  the  best  country 
club  outings,  weekend  excursions  and 
other  perks.  Their  work  is  nearly 


worthless.  Nonetheless,  the  cost  of 
their  services  was  easily  passed  along 
at  rates  of  $50  to  $65  an  hour  to  corpo- 
rate clients  who  still  seem  willing  to 
pay  legal  bills  with  all  the  consumer 
consciousness  of  a  sheikh  at  Gucci's. 

— Steven  Brill,  editor, 
American  Lawyer 

No  55-mph  limit? 

Just  before  you  cough,  you  inhale  5 
times  more  air  than  in  an  average 
breath,  increasing  the  pressure  in  your 
lungs  by  a  factor  of  20.  The  cough 
expels  air  as  fast  as  100  miles  an  hour. 

— Science  Digest 

Tool  Drool 

Malcolm  Forbes,  the  Elder,  has  real- 
ly gone  too  far  by  a  long  interview 
with  Malcolm  Forbes  reprinted  [in 
Forbes]  from  Omni.  The  interview 
appears  under  the  astonishing  title 
"The  Future  of  Workaday  Capital- 
ism." And  what,  you  may  ask  along 
with  this  astounded  student  of  the 
shameless  Chairman's  chutzpa,  could 
Forbes  know  of  workaday  anything? 
As  the  interview  reveals,  the  man 
knows  nothing.  But  how  could  he?  He 
spends  his  time  floating  around  the 
world  seeking  publicity  in  a  variety  of 
gigantic  balloons,  several  armadas  of 
which  could  have  been  sent  aloft  with 
the  contents  of  the  aforementioned 
interview.  It  seems  that  defacing  the 


front  of  every  copy  of  Forbes  with  his 
fustian  musings  and  hokey  homespun 
epigrams  wasn't  enough  for  Malcolm 
Forbes.  Here  is  an  annotated  selection 
of  drool  from  the  world's  leading  cap- 
italist tool: 

On  modern  political  systems: 
"Communism  as  a  theory  simply  has 
not  been  accepted  in  the  world.  It's 
regarded  as  both  inefficient  and  en- 
slaving." Good  lord!  Somebody  show 
this  man  a  map. 

On  geostrategic  armament  balance: 
".  .  .  That's  our  problem  with  tanks. 
The  U.S.S.R.  has  umpteen  thousand 
of  them  along  its  borders."  Umpteen? 
Forbes  should  quickly  fire  off  one  of 
his  famous  ("How  to  write  a")  busi- 
ness letters  to  the  C.I. A.  with  this 
intelligence. 

— by  "Philip  Lucre,"  Savvy 


In  any  other  country  in  the 
world.,  the  Democrats  would 
be  five  different  parties. 

— Speaker  of  the  House  Tip  O'Neill 


It's  How  You  Get  Dirty 

Larry  White  of  Rex  Marine  Center 
Inc.  in  South  Norwalk  has  just  sal- 
vaged a  $430,000  contract  on  a  50- 
foot  Hatteras  luxury  cruiser.  The  sale 
nearly  got  away.  "This  guy  was  here 
last  year  but  he  dressed  in  old  work 
clothes  and  everybody  ignored  him." 
Adds  Mr.  White:  "Just  try  to  remem- 
ber that  sometimes  that  dirt  under 
their  fingernails  is  from  burying 
money  in  the  backyard." 

— Wall  Street  Journal 


"  KUTIK'O 


'Does  'supply-side  economics'  mean  I  can 
depend  on  you  for  more  money V 


Did  You  Know? 

The  French  .  .  .  are  now  the  third- 
largest  exporting  nation  in  the  world. 

— Advertising  Age 

Unsawy  Servants 

When  Russian  Czar  Peter  the  Great 
had  several  ministers  or  generals  at  his 
table,  he  was  attended  only  by  his  chef 
and  maitre  d'hotel,  an  orderly  and  two 
pages,  and  they  had  strict  orders  to 
retire  as  soon  as  dessert  was  put  on  the 
table  and  a  bottle  of  wine  had  been  set 
before  each  guest.  "I  don't  want  them 
to  observe  me  when  I  am  speaking 
freely,"  Peter  explained  to  the  Prussian 
ambassador.  "Not  only  do  they  spy  on 
me,  but  they  understand  everything 
erroneously." 

— by  Robert  Massie, 
Peter  the  Great 
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AN ENDANG 


One  of  our  national  assets  is  in  danger  of 

extinction: 

The  entrepreneurial  spirit  of  America  itself. 

Too  m§ny  people  believe  business  is 
best  when  business  is  shackled.  And  the 
\*ery  people  who  should  defend  free  enter- 
prise too  often  remain  silent. 

America  today  needs  more  people  to 
stand  up  and  speak  out — whenever  and 


wherever  free 
After  all,  fre 

itself,  never  co 
Reliance  Gro 

Avenue.  New  Yo 


S? 


atened. 
e  freedom 


rporated.  919  Third 
10022.  Free  enterprise 


companies  in  insurance,  real  estate,  and 
managements  ser-  ^ 
vices  with  assets  of  X"K©IIGriC© 
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Xerox  wont 
stop  at  nothing. 


These  days,  even  nothing  costs  something  to  send.  That 
is,  if  you're  using  ordinary  facsimile  equipment. 

Because  ordinary  facsimile  equipment  takes  the  time  to 
read  every  line  of  type,  and  all  the  "nothing"  in  between. 


The  new  Xerox 
Telecopier  455 


Xerox,  on  the  other  hand,  has  three  machines 
--  two  of  them  brand  new  --that  know  the  differ- 
ence between  a  line  of  something  and  a  line  of 
nothing:    The  Telecopier  485  terminal.    The  new 
automatic  Telecopier  495  digital  terminal,  that 
can  send  and  receive  unattended.    And  the  new  -- 
and  very  economical  --  desktop  Telecopier  455 
terminal.    When  they  come  to  a  space  like  this: 


they'll  skip  it  --  the  way  your  eyes  just  did  -- 
and  go  on  to  the  next  line  of  type. 

As  a  result,  you  can  send  a  crisp,  clear 
copy  of  the  original  document  in  as  little  as  a 
minute.    For  up  to  401  less  than  you'd  normally 
spend  on  telephone  charges. 

Besides  being  fast,  these  machines  are  also 
very  friendly.    They're  all  on  speaking  terms 
with  the  other  members  of  our  Telecopier  family. 
Even  relatives  working  in  remote  parts  of  the 
world.  In  fact,  they  can  talk  to  many  competitive 
facsimile  machines,  as  well. 


r 


The  Xerox 
Telecopier  485 


Only  Xerox  offers  so  many  ways  to  get  your 
message  across.    Or  so  many  ways  to  save  time  and 
money  doing  it. 

And  the  Telecopier  485,  495,  and  455  terminals 
are  just  the  beginning. 

You  see,  Xerox  will  stop  at  nothing  to  bring 
you  new  machines  that  won't. 


The  new  Xerox 
Telecopier  495 


XEROX*.  TELECOPIER*.  485,  495,  and  455  arc  trademark  of  XEROX  CORPORATION. 


XEROX 


What's  Ahead  for  Business 


BACK  TO  NORMAL? 


The  message: 
Start  saving 
if  you  want 
a  secure  old  age 


A  better 
savings  rate: 
carrot  and  stick 


A  worried 
American  is 
a  frugal  American 


The  lobbyists  smashed  President  Reagan's  efforts  to  inject  a  little 
common  sense  into  Social  Security.  That's  bad.  But  in  doing  so  they 
may  have  frightened  millions  of  middle-aged  Americans  into  a  readi- 
ness to  save  more  adequately  for  their  old  age.  And  that's  good. 

Social  Security  is  a  great  social  good  but  it  has  an  unintended 
bad  side  effect.  The  money  taken  from  workers  to  finance  their 
retirement  is  not  really  invested  to  provide  for  their  future,  it  is 
simply  transferred  to  retired  Americans  as  purchasing  power.  Your 
Social  Security  taxes  are  not  being  put  to  work;  they  are  spent.  This 
is  not  the  fault  of  the  retirees,  but  of  politicians  who  cannot  balance  a 
budget.  Whoever's  fault,  it  deprives  the  nation  of  savings. 

A  scant  decade  ago,  Americans  were  saving  8%.  Today  they  are 
saving  only  4.8%.  The  economy  has  expanded  greatly  over  this  period 
but  the  capital  needed  to  finance  the  growth  has  not.  So,  factories 
have  deteriorated.  Interest  rates  have  soared  as  profligate  federal  and 
local  governments,  eager  homebuyers  and  capital-needy  businessmen 
have  fought  over  this  dwindling  stream  of  new  capital. 

While  the  nation  needed  the  savings,  individuals  saw  less  and  less 
reason  to  save.  If  they  did  save,  inflation  and  high  taxes  would  only 
confiscate  the  fruits  of  their  frugality.  Therefore,  eat,  drink  and 
"invest"  in  collectibles.  A  penny  saved  was  a  penny  lost. 

Slowly,  that  damaging  psychology  is  changing.  Worries  about 
Social  Security  are  growing  just  when  high  interest  rates,  proposed 
tax  cuts  and  a  decelerating  inflation  rate  are  making  savings  attrac- 
tive again.  A  combination  of  fear  and  more  positive  incentives  is 
swinging  the  balance  back  toward  savings.  While  expectations  almost 
always  lag  events — it  is  human  nature  to  expect  tomorrow  to  be  just 
like  today — the  psychology  is  changing.  For  high-bracket  individuals, 
tax  rates  and  inflation  rates  combined  still  exceed  long-term  interest 
rates.  But  for  institutions  that  pay  no  income  taxes  (and  they  control 
the  bulk  of  the  savings)  the  interest  rate  is  now  a  good  4.5%  above 
the  inflation;  that's  a  "real"  rate  of  interest  that  is  high  by  any 
standards.  However,  long-term  rates  seem  to  have  peaked:  A  30-year, 
13%  Treasury  bond  brought  to  market  May  7  at  a  price  of  99%  rose 
to  107  at  month's  end,  yielding  12.93%.  If  you  are  discouraged  about 
the  slowness  of  a  real  rally  to  develop  in  bond  prices,  remember  this: 
Bear  markets  never  end  with  a  flare  of  trumpets;  normally  they  just 
peter  out. 

AS  PSYCHOLOGY  IMPROVES,  INFLATIONARY  BORROWING — borrowing  to 

buy  assets  to  protect  against  inflation — will  lessen  at  the  same  time 
as  more  savings  flow  into  the  economy.  Inevitably,  interest  rates  will 
come  down;  by  Christmas  people  will  be  wondering  whether  a  20% 
prime  rate  wasn't  just  a  bad  dream.  It  won't  be  paradise  on  earth; 
there  will  be  new  things  to  worry  about.  But  the  economy  will  begin 
functioning  normally  again.  When  ?  We  hold  to  our  predictions  of  an 
8%  inflation  rate  by  year-end  and  long-term  interest  rates  of  10%. 
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The  Forbes  Index 
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The  Forbes  Index  Components 


Going  up  but  slowing  down.  For  the 

eighth  straight  month  the  Forbes  In- 
dex is  up.  But  the  gain  for  April  is  only 
0.4%,  the  smallest  percentage  in- 
crease since  an  actual  decline  in  the 
second  quarter  of  1980.  A  downturn 
in  the  economy  could  be  on  the  hori- 
zon. A  definite  sign  of  weakness  is  the 
decline  in  retail  sales.  Most  of  the  gain 
in  the  April  Index  came  from  a  re- 
bound in  housing  starts — up  27.6% 
from  the  depressed  levels  of  last  year. 

The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 

composed  ot  eight  equally  weighted  elements: 

Total  industrial  production 

New  claims  for  unemployment  compensation 

The  cost  of  services  relative  to  all  consumer  prices 

The  level  of  new  orders  for  durable  goods  compared  with 

manufacturers'  inventories 

Total  retail  sales 

New  housing  starts 

Personal  income 

The  change  in  the  amount  of  consumer  installment  debt 
outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  senes  is  presented  at  nght. 
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fhy  St.  Regis  submerged  a  bag  of  potato  chips 
in  25  ft.  of  sea  water  for  four  hours. 


ppened  200  yards  off  the  coast  of 
ini.  In  a  two- man  submarine,  we 
an  oversized  bag  of  potato  chips 
et  below  the 
itic  Ocean.  And 
left  the  bag  there 
Dur  hours. 
Why  did  we  sink 
tag  into  a  world 
lly  populated  only 
ind  sharks,  barra- 
,  brain  coral  and 
y  imaginable  color  of  tropical  fish? 
lid  it  to  prove  something  about 
Regis'  technological  leadership  in 
ing  plastic  film. 

Of  course,  a  bag  of  potato  chips 
st  never  has  to  withstand  the  ton 
essure  and  onslaught  of  moisture 
me  was  subjected  to.  Our  bag  is 
;ned  to  keep  out  moisture  vapor 
;ases,  like  oxygen,  as  well  as  keep 


oils  in.  It  has  to  do  all  this  to  ensure 
freshness  and  preserve  shelf  life. 
This  St.  Regis  potato  chip  bag 
does  this  so  well 
because  it's  made  of 
our  Co-Ex  film— -three 
layers  extruded  simul- 
taneously. Each  layer 
imparts  a  different 
property  to  the  film,  not 
only  for  keeping  things 
out,  but  to  help  keep 
freshness  and  flavor  in. 

What  happened  when  the  four 
hours  were  up?  We  opened  the  bag  and 
ate  some  chips,  right  down  to  the  last 
crisp,  flavorful  crumb. 

Co-Ex  film  is  just  one  example  of 
why  St.  Regis  is  a  leader  in  packaging 
technology. 

All  this  reflects  the  marketing 
stance  of  St.  Regis  toward  all  our 


packaging,  paper,  lumber  and  con- 
struction products.  To  use  the  full 
weight  of  our  technology  in  serving 
our  markets  and  in  renewing  the  forest 
resource  our  products  come  from. 


St.  Regis— serving  Man  and  Nature. 
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The  race  of  banking 
just  changed  forever. 
Introducing  First 
Interstate  Bank. 


As  of  June  1,  all  21  banks  listed  below 
changed  their  names.  And  the  face  of 
banking  forever. 

As  of  June  1,  all  21  banks  became  the 
First  Interstate  Bank  system— a  multi- 
state  banking  organization  serving 
people  through  nearly  900  offices  in  an 
11  Western-state  territory. 

Now,  businesses  and  banks  through- 
out the  United  States,  and  indeed  the 
world,  can  obtain  credit  facilities,  cash 
management,  investment  and 
mortgage  services,  documentary 
collections,  correspondent  banking, 
export  and  import  financing,  energy  and 
other  special  industry  financing,  in  fact, 
the  full  spectrum  of  banking  services, 


all  through  a  network  of 
banks  with  one  name. 

In  addition,  our 
international  network  covers 
the  Pacific  Rim  at  15  locations. 
And  18  more  locations  in  major 
cities  can  meet  your  needs 
around  the  world. 

And  with  this  more  efficient, 
better  coordinated  structure  you 
will  still  find  the  same  outstanding 
people  at  every  First  Interstate 
Bank— the  same  calling  officers,  the  same 
managers,  the  same  financial  experts,  the 
same  CEOs— savvy,  professional  people  who 
are  eager  to  help  you. 

Let  them. 


These  are  the  banks  that  have  become  the  First  Interstate  Bank  network: 

ARIZONA  First  National  Bank  of  Arizona  CALIFORNIA  United  California  Bank 
COLORADO  The  American  National  Bank  of  Denver  •  Continental  National  Bank  of 
Englewood  •  First  National  Bank,  Fort  Collins  IDAHO  Bank  of  Idaho  MONTANA  Bank 
of  Glacier  County  •  Conrad  National  Bank  of  Kalispell  •  Montana  Bank  NEVADA  First 
National  Bank  of  Nevada  NEW  MEXICO  Bank  of  New  Mexico  •  First  State  Bank  at 
Gallup  •  New  Mexico  Bank  &  Trust  Co.  •  Roswell  State  Bank  •  Santa  Fe  National  Bank 
OREGON  First  National  Bank  of  Oregon  UTAH  Walker  Bank  &  Trust  Co. 
WASHINGTON  Pacific  National  Bank  of  Washington  WYOMING  First  National  Bank 
of  Casper  •  First  National  Bank  of  Laramie  •  First  National  Bank  of  Riverton 


First 

Interstate 

Bank 


Member  FDIC 


ere  electronics 


Racal  has  a  high  technology  approach  Advanced  research,  pioneering 
work  in  microelectronics  andcaref  ul  market  evaluation  help  to  keep  us  in 
the  forefront  across  oKwide  range  of  electronics  markets. 

e're  market  leaders 

From  radio  and  data  communications  to  radar  and 
navigational  systems,  from  computer-aided  design  to  instrumentation 
and  encryption  devices  — Racal  is  a  world  leader  in  these  and  many 

other  fields. 

We're  growth 

We're  a  company  that's  going  places.  During  the  past  five  years  our 
annual  sales  have  grown  from  about  $  1 50  million  to  a  current  annual 
rate  in  excess  of  $  1  billion. 

We're  worldwide 

We  operate  through  over  50  principal  Racal  companies,  to  markets  in 

150  countries  and  backed  by  more  than  1000  distributors,  agents 
and  service  locations.  We  are  totally  committed  to  customer  support 
wherever  it's  needed. 

We're  here 

Today  there  are  some  1 5  Racal  companies  based  in  the  United  States,  with  a 
total  of  around  5,000  employees.  These  UScompanies  represented 
25  percent  of  our  1980  gross  annual  sales. 

An  information  package  on  Racal  is  available  by  writing 
the  Racal  Electronics  Group  at  PO.  Box  5506,  Grand  Central  Post  Office, 

New  York,  N  Y.  10163.  : 


the  Electronics  Group 

Racal  Electronics  Limited,  Bracknell,  Berkshire  RG12  1RG  England. 
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Uties  Service  has  been  trading  like  Pop- 
icles  in  July — or  like  undervalued  assets. 


A  tender 
proposition? 


By  Itoni  Mack 


W That's  the  big  attraction 
in  Cities  Service  Co.?  In  the 
ten  weeks  ending  May  29,  the 
17.8  billion  (revenues),  Tulsa-based  oil 
ompany  has  made  regular  appear- 
inces  on  the  New  York 
>tock  Exchange  most-ac- 
ive  list.  All  told,  12.9  mil- 
ion — or  15.5% — of  its 
13.3  million  shares  have 
hanged  hands. 
Speculation  about  a 
akeover  has  continued 
ince  the  January  an- 
touncement  by  Cities 
hat  Mesa  Petroleum  had 
turchased  1%  of  its  stock, 
rhe  recent  news  along 
hat  line  was  that  Cal- 
ory's Nu-West  Group 
,td.  had  bought  5.5  mil- 
ion  Cities  shares — 6.6% 
»f  the  outstanding. 

But  for  all  the  distant 
hunder,  there  has  been 
10  lightning  and  no  rain. 
Cities  Service,  which 
:amed  $447.5  million  or 
15.73  a  share  last  year  and 
s  unlikely  to  earn  that 
nuch  this  year,  is  like  the 
lomely  fellow  with  the 
jacked   datebook:  What 


makes  him  so  extraordinary? 

Nothing  that  immediately  hits  the 
eye.  Cities  currently  is  hobbled  by  a 
291,000  barrel-per-day  Lake  Charles, 
La.  refinery  that  is  faring  no  better 
than  any  other  one.  Diving  refinery 
margins  in  the  first  quarter  dropped 


Cities'  earnings  66%.  Management's 
recent  moves  with  other  operations 
are  uninspiring.  President  Charles  J. 
Waidelich  has  spent  $100  million 
since  1978  and  plans  to  spend  $300 
million  more  to  expand  Cities'  poly- 
ethylene capacity.  But  the  expansion 
won't  make  Cities  anything  more 
than  an  also-ran  in  the  plastics  busi- 
ness, where  there  is  worldwide  con- 
cern about  overcapacity.  "That's  an 
area  where  OPEC  is  going  to  start 
blasting  people  out  of  the  water,"  says 
one  expert.  Otherwise,  Cities  has 
spent  $77  million  to  enter  the  coal 
business  and  is  laying  out  $150  mil- 
lion for  its  new  corporate  headquar- 
ters in  Tulsa. 

Such  moves  make  Cities  sound  like 
one  of  those  cash-rich  oil  companies, 
but  it  isn't.  Along  with  the  dramatic 
rise  in  oil  and  gas  prices  of  the  last 
two  years,  Cities'  cash  flow  has  grown 
63%,  to  $1  billion.  But  the  company 
has  continued  spending  more  than  its 
cash  flow,  making  up  the  difference 
with  debt,  which  now  stands  at  $1.2 
billion,  vs.  $2.6  billion  in  equity. 

Hence  Waidelich's  an- 
nouncement last  month 
that  he  wants  to  sell 
Cities'  Arizona  copper 
mines  and  its  Tennessee 
industrial-chemicals  com- 
plex to  raise  money  for  oil 
and  gas  exploration.  The 
mining  and  chemicals 
have  contributed  little  to 
Cities'  earnings  over  the 
years,  and  the  $500  mil- 
lion or  so  that  Waidelich 
can  get  for  them  could  be 
well  spent  on  Cities'  un- 
developed lease  acres  in 
the  U.S. 

But  Cities  has  had 
around  10  million  acres  in 
inventory  for  most  of  the 
last  ten  years  and  has  nev- 
er been  able  to  do  much 
with  them.  The  company 
attracts  no  industry  ac- 
claim for  its  exploration 
capabilities. 

Nor  is  it  likely  that  Wai- 
delich, who  became  presi- 
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dent  in  1971  and  chief  executive  in 
April,  will  light  a  fire  under  the  com- 
pany. A  30-year  Cities  Service  veter- 
an, Waidelich  was  part  of  the  manage- 
ment team  assembled  15  years  ago  by 
John  L.  Bums,  an  RCA  executive 
brought  in  to  enliven  the  company. 

"Until  that  point,  the  company  was 
known  to  be  dead  from  the  shoulders 
up,"  recalls  investment  banker  Joseph 
Tovey  of  New  York's  Tovey  and  Co. 
"After  that,  it  got  a  little  more  alive, 
but  they  still  spend  money  without 
getting  too  much  result  for  it.  You 
have  to  remember,  Cities  Service 
started  as  a  gas  utility,  and  has  never 
really  lost  the  utility  mentality.  It  has 
never  been  a  notable  risk-taker." 

So  why  has  Cities  Service's  stock 
been  trading  so  smartly?  The  answer 
must  lie  in  its  undervalued  assets. 

There  are  those  10  million  acres, 
and  reserves  of  318  million  barrels  of 
oil  and  3.2  trillion  cubic  feet  of  gas. 
The  utility,  which  sells  gas  in  seven 


By  Desiree  French 

AFTER  THE  SUPREME  COURT'S 
l  1973  decision  legalizing  abor- 
Ltion,  the  federal  government 
began  to  pay  for  these  operations  un- 
der its  Medicaid  program.  Four  years 
ago  this  changed.  The  Hyde  amend- 
ment of  Representative  Henry  Hyde 
(R— 111.)  sharply  limited  the  use  of  fed- 
eral money  for  abortions.  Only  if  a 
mother's  life  is  endangered,  or  if  the 
applicant  says  she  is  a  victim  of  rape 
or  incest,  could  the  U.S.  government 
pick  up  the  bill. 

The  Hyde  amendment  did  its  work. 
From  an  estimated  295,000  federally 
funded  abortions  in  fiscal  1977,  the 
number  dropped  to  3,985  in  fiscal 
1979,  and  rose  only  to  37,041  in  fiscal 


midwestem  and  western  states,  could 
be  turned  into  a  money  machine. 

John  S.  Herold  Inc.  estimates  Cities 
Service's  break-up  asset  value  at  $109 
a  share;  analyst  Russell  Miller  at  Balti- 
more's T.  Rowe  Price  Associates  esti- 
mates $135  a  share.  That's  either  $9 
billion  or  $11  billion  of  asset  value, 
selling  on  the  Big  Board  at  39  Vi  for  a 
total  market  value  of  $3.3  billion. 
Cities  thus  is  selling  at  around  30%  to 
36%  of  asset  value,  when  bankers  will 
lend  half  and  sometimes  more  of  the 
value  of  an  acquisition  target's  oil  and 
gas  in  the  ground.  "With  56%  institu- 
tional holdings,  it's  a  pushover  for  a 
tender  offer,"  says  Tovey. 

A  financially  astute  purchaser 
would  first  have  to  spin  off  or  sell  the 
refinery,  and  then  be  able  to  realize 
the  potential  of  the  acreage  and  the 
producing  assets.  But  there  would  be 
$500  million  from  the  sale  of  the 
mines  and  industrial  chemicals,  and 
the  Canadian  properties — 2.8  million 


1980  as  more  women  came  to  under- 
stand Hyde's  regulations.  But  the 
number  of  abortions  has  not  declined 
with  the  drop  in  federal  funding. 
Planned  Parenthood  reports,  for  ex- 
ample, estimate  abortions  performed 
in  the  U.S.  at  1,320,320  in  1977, 
1  409,600  in  1978  and  1,500,000  in 
1979 — up  smartly  in  spite  of  Hyde. 
Another  1.6  million  abortions  are  pro- 
jected for  1980. 

The  Reagan  Administration  today 
seeks  to  cut  back  on  many  other  fed- 
erally funded  programs — food  stamps, 
farm  disaster  loans,  export  subsidies. 
The  partisans  of  such  programs  warn 
about  dire  consequences  if  subsidies 
are  cut.  Yet  there  seems  to  be  no  real 
evidence  that  the  cut  in  federal  abor- 
tion funding  slashed  the  numbers  of 


lease  acres  and  17.6%  interest  in  the) 
Syncrude  tar-sands  project — could  be 
sold  north  of  the  border  for  cash  or  the 
stock  that  is  now  held  there. 

Wall  Street  and  Cities  consider  Nu- 
West's  interest  to  be  a  Canadian  at- 
tempt to  buy  Canadian  assets.  Cities 
has  filed  suit  to  try  to  block  Nu-West. 
For  the  record,  Nu-West  calls  its  inter- 
est "an  investment." 

Mesa  Petroleum's  Chairman  T. 
Boone  Pickens  Jr.  also  calls  his  hold-) 
ings  a  "good  investment"  and  refuses) 
further  comment.  Odds  may  be  less] 
than  even  that  $372  million  (sales| 
Mesa  will  try  for  Cities  Service,  bun 
stock  market  observers  live  in  hope. 
Says  H.B.  Juengling,  oil  analyst  at  Dal- 
las' Schneider,  Bernet  &  Hickman: 
"Put  Pickens  in  there  with  all  those 
acres  and  all  that  cash,  and  it'd  be  like 
blowing  a  kiss  to  a  sex  fiend."  Adds) 
Rowe  Price's  Miller:  "He'd  have  the 
stock  up  to  $100,  maybe  even  $150 
within  a  couple  of  years."  ■ 


these  operations.  If  the  absence  of  fed-| 
eral  funding  doesn't  stop  abortions,, 
why  think  that  cutbacks  in  food 
stamps  will  cause  people  to  starve  or 
that  there  will  be  layoffs  in  the  air- 
craft industry  because  of  a  slash  in 
export  subsidies? 

Bill  Hamilton,  director  of  the  pro- 
abortion  group  Planned  Parenthood 
Federation  of  America  in  Washing- 
ton, D.C.,  says  even  women  on  Med-1 
icaid  find  a  way  to  pay  for  the  oper- 
ation. "In  general,  if  they  want  an 
abortion,  they'll  find  the  money  for 
it."  Hamilton  notes  that  some  statel 
and  city  governments  pick  up  bills) 
that  the  federal  government  won't) 
pay.  In  some  clinics  women  may  be] 
charged  on  ability  to  pay  and  some| 
clinics  provide  interest-free  loans. 
Planned  Parenthood  reports  a  135%) 
rise  in  private  contributions  to  its 
abortion-help  fund  last  year. 

Eleven  states  and  the  District  of 
Columbia  fund  abortions:  Alaska,) 
Colorado,  Hawaii,  Oregon,  Michigan,, 
Maryland,  North  Carolina,  Washing-! 
ton,  Massachusetts,  California  and| 
New  York.  Clinic  costs  range  fromi 
$165  in  a  D.C.  clinic  to  an  average  of  | 
$240  in  New  York.  Local  and  state 
governments  paid  for  about  50,000 1 
abortions  in  New  York  last  year  at  a 
total  of  $  1 2  million.  A  Planned  Parent- 
hood study  said  that  70%  to  80%  of 
poor  women  wanting  abortions  usual- 
ly find  the  money.  "Where  they're 
getting  the  money  from  we  don't 
know,"  says  Rachael  Gold  at  the  Alan 
Guttmacher  Institute  in  Washington, 
D.C.  The  point  is:  They're  getting  it 
without  help  from  the  feds.  ■ 


Critics  of  cuts  in  federal  programs— food 
stamps  to  business  subsidies — warn  of  di- 
saster. Don't  take  them  too  seriously. 

When  Uncle  Sam 
stops  paying 
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Analysts  may  cluck  and  theorists  shake  their 
heads,  but  Occidental's  Armand  Hammer 
knows  a  good  thing  when  he  sees  it. 

Those  simple, 
barefoot  boys 
from  Iowa  Beef 


By  James  Cook 


Few  major  companies  have 
generated  more  scandal  in 
recent  years  than  Dakota  City, 
Nebr.  's  Iowa  Beef  Processors.  The  com- 
pany's reputation  was  badly  tarnished  a 
decade  ago  by  its  collusion  with  orga- 
nized crime,  and  since  then  it  has  been 
charged  with  everything  from  attempt- 
ing to  manipulate  the  live  cattle  and 
dressed  beef  markets  to  conspiring  to 
create  a  monopoly. 

Yet  none  of  these 
charges  can  diminish  the 
stunning  success  IBP  has 
achieved  in  recent  years 
and  achieved  on  its  own 
merit.  In  just  20  years,  it  has 
come  from  nowhere  to  oust 
giant  Swift  &  Co.  from  first 
place  not  simply  in  beef- 
packing,  but  in  meat-pack- 
ing of  any  kind.  It  has  revo- 
lutionized the  beef -packing 
end  of  the  business  and  may 
soon  do  the  same  for  pork. 
With  every  year  that  passes 
it  comes  closer  to  dominat- 
ing meat  as  thoroughly  as 
AT&T  does  telephones, 
IBM  computers  or  General 
Motors  autos. 

Achieving  something  like  this  in  a 
new  industry — data  processing,  for 
example — is  fairly  common;  to  do  it 
in  an  old,  some  would  say  ailing,  in- 
dustry is  an  achievement  of  a  differ- 
ent order,  and  no  less  spectacular. 

IBP  earned  over  $53  million  last 
year,  on  sales  of  $4.6  billion,  posting  its 
tenth  consecutive  increase  in  earn- 
ings. Overall,  it  returned  over  1 8%  on 
its  capital  and  22.3%  on  its  stock- 
holders' equity,  one  of  the  best  returns 
in  the  food  business.  In  1981  's  first 
half,  despite  heavy  startup  costs  on  a 


major  new  plant,  earnings  were  up 
another  26%  on  a  9%  increase  in  sales. 

Shortly  after  it  was  announced  that 
Occidental  Petroleum  was  acquiring 
Iowa  Beef,  the  Wall  Street  Journal 
quoted  a  number  of  disapproving  ana- 
lysts. Where's  the  synergy?  one  ana- 
lyst asked.  Was  Armand  Hammer  just 
looking  for  fast  earnings  to  throw 
against  some  expiring  tax  credits?  An- 
other analyst  said  the  move  didn't 
make  strategic  sense.  Armand  Ham- 
mer   must  have 


Iowa  Beef's  Bob  Peterson 


Occidental's  Armand  Hammer 


smiled  when  he   

read  all  that.  Better  than  any  security 
analyst,  he  knows  a  good  thing  when 
he  sees  it. 

Hammer  and  his  associates  aren't 
the  only  ones  who  have  recognized 
what  an  efficient  machine  Iowa  Beef 
has  become.  Both  the  United  Food  & 
Commercial  Workers  International 
Union,  which  represents  80%  of  the 
industry's  158,000  employees,  and 
Iowa  Congressman  Neal  Smith  talk  as 
if  an  IBP  monopoly  were  already  in 
place.  Smith  has  been  trying  for  some 


years  now  to  push  a  bill  through  Con- 
gress that  would,  among  other  things, 
limit  a  packer's  market  share  to  25%. 
The  congressman,  in  effect,  wants  to 
pass  a  law  against  success.  Yet  neither 
the  Justice  Department  nor  the  De- 
partment of  Agriculture  has  so  far 
been  able  to  sustain  the  monopoly 
charge,  any  more  than  the  Federal 
Trade  Commission  has  the  question 
of  price  fixing,  although,  at  various 
times,  all  have  tried. 

There's  no  question,  however,  that 
IBP  is  a  tough,  hard-as-nails  competi- 
tive organization  unmellowed  by  suc- 
cess. In  the  early  Seventies,  IBP's  co- 
founder  and  Chairman  Currier  J.  Hol- 
man  did  not  hesitate  to  deal  with 
organized  crime  when  the  survival  of 
the  company  was  at  stake,  and  in  the 
end  the  courts  found  him  and  his 
company  guilty  of  conspiring  to  bribe 
union  and  supermarket  officials.  But 
all  that's  presumably  in  the  past.  IBP's 
current  president  and  chief  executive, 
Robert  L.  Peterson,  48,  a  bluff,  hefty 
man  who  started  out  with  the  com- 
pany as  a  cattle  buyer  20  years  ago, 
maintains  that  anybody  ever  associat- 
ed with  organized  crime  has  long 
since  departed  the  company,  but  even 
he  does  not  really  apologize.  The 
charges,  Peterson  says,  "grew  out  of 
Iowa  Beef's  decision  to  do  what  it  had 
to  do  to  get  boxed  beef  into  the  New 
York  market." 

What  Currier  Holman 
(and  his  original  partner, 
Andrew  D.  Anderson) 
achieved  in  the  develop- 
ment of  Iowa  Beef  Proces- 
sors was  so  original  in  its 
conception,  so  daring  in  its 
implementation  and  so  sin- 
gle-minded in  its  realiza- 
tion as  to  rank  with  Alfred 
Sloan's  reorganization  of 
General  Motors  in  the 
Twenties  or  the  evolution 
of  IBM's  long-term  market- 
ing strategy  in  the  Fifties. 

Holman's  strategy  was 
simplicity  itself.  As  Iowa 
Beef  executives  have  al- 
ways explained,  "We  are 
  only  out  to  be  the  lowest- 
cost  producer  in  the  industry."  That  is 
all,  and  that,  truly,  is  everything. 

Intelligently,  IBP  uses  that  low-cost 
position,  not  to  maximize  its  short- 
term  profits,  but  to  generate  the  maxi- 
mum possible  growth.  The  result  is  an 
almost  certain  increase  in  market 
share.  In  its  first  decade  or  so,  IBP's 
market  share  crept  up  from  nothing  in 
1961,  to  8%  by  1973,  and  rose  only  to 
8.9%  by  1977.  But  in  1978  it  rose  to 
11%,  to  15%  in  1979,  to  15.8%  in 
1980,  maybe  17%  this  year,  with  20% 
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or  so  in  prospect  by  1982.  Add  in  the 
carcasses  IBP  buys  from  others  but 
does  not  itself  kill,  and  its  share  of  the 
U.S.  steer  and  heifer  slaughter  moves 
close  to  25% . 

"We  just  took  little  bitty  fractions 
all  the  way  along  the  line,"  Peterson 
says,  "and  capitalized  on  them  to  get 
bigger" — fractional  savings  in  slaugh- 
tering costs,  in  transportation  costs, 
in  by-product  values.  Nothing  really 
new.  Most  of  the  things  IBP  did  had 
been  done  before,  only  IBP  did  them 
better,  and  on  a  much  larger  scale. 

Twenty  years  ago  IBP  started  out 
with  a  $300,000  Small  Business 
Administration  loan  and  a  better  idea 
for  running  a  meat-packing  business. 
Until  then,  farmers  had  generally 
shipped  their  cattle  to  the  big  stock- 
yards in  such  river  cities  as  Kansas 
City,  Omaha  and  Chicago,  and  sold 
them  to  the  big  meat-packers  who 
had  set  up  shop  in  the  neighborhood. 
But  cattle  get  nervous  away  from 
home,  go  off  their  feed  and  begin  los- 
ing weight.  The  longer  they're  away 
from  home,  the  more  weight  they 
lose.  The  shrink,  as  it's  known  in  the 
trade,  can  range  from  1  pound  to  50. 
So  the  quicker  you  move  an  animal  to 
slaughter,  the  more  yield  you'll  have, 
the  more  weight. 

IBP  set  about  reducing  the  shrink, 
by  building  a  spanking  new  slaughter- 
ing plant,  not  near  a  terminal  stock- 
yard but  smack  in  the  heart  of  the 
cattle  country  at  Denison,  Iowa.  IBP's 
cattle  buyers — the  Iowa  Boys  Patrol, 
as  its  radio-equipped  cars  were 
called — began  buying  cattle  directly 
from  the  local  farmers,  coordinating 
their  purchases  with  the  needs  of  the 
nearby  plant.  IBP  paid  the  farmers 
roughly  the  same  price  they'd  have 
received  in  Chicago  or  Kansas  City, 
but  saved  them  the  transportation, 
yard  costs  and  commissions.  And  IBP 
got  better  value  for  its  money,  because 
it  could  get  its  cattle  to  slaughter  be- 
fore the  shrink  got  under  way.  "If  you 
lose  even  a  pound,"  Bob  Peterson 
says,  "not  10  pounds,  but  a  pound — on 
today's  market,  that's  $1  a  head,  and 
when  we  make  only  $5  or  $6  a  head 
out  of  the  entire  system,  you've  got  to 
be  careful." 

The  time  was  ripe  for  a  change. 
Truck  transport  had  emerged  to  pro- 
vide the  industry  a  transportation 
flexibility  that  railroads  couldn't  offer. 
The  supermarket  chains  had  come  to 
dominate  food  retailing  and  began 
buying  fresh  meat  in  unprecedented 
quantities.  And  the  business  of  fatten- 
ing cattle  in  pens — feedlots — had  be- 
gun to  develop,  on  a  large  scale. 

The  initial  response  of  the  old-line 
producers  was,  of  course,  to  resist,  and 


then  to  try  frantically  and  generally  un- 
successfully to  catch  up.  Today  the  rest 
of  the  beef  industry  has  followed  IBP 
into  the  cattle  country.  The  terminal 
stockyards  for  beef  have  been  largely 
abandoned,  and  so  have  the  packing 
plants  that  once  surrounded  them. 
"They  saw  what  the  wave  of  the  future 
was, "  says  Lewie  Anderson,  head  of  the 
UFCW  packinghouse  division,  "but 
they  never  really  moved  on  the  scale 
that  they  should  have." 

Meanwhile,  IBP's  Currier  Holman 
rethought  the  whole  slaughtering  pro- 
cess. Instead  of  marching  the  cattle  up 
to  the  fifth  floor  of  a  50-year-old  pack- 
ing house,  where  skilled  cattle  butch- 
ers reduced  the  steer  to  a  carcass,  EBP 
began  building  large,  single-story 
plants  in  which  cattle  were  stunned, 
lifted  by  one  hoof  onto  a  moving 
chain,  killed,  halved  and  quartered,  all 
on  a  moving  dis-assembly  line.  The 
processing  was  done  not  by  skilled 
butchers,  but  by  a  succession  of  rela- 
tively unskilled  workers  performing  a 
number  of  elementary  tasks — remov- 
ing the  hoofs  or  tail,  slitting  open  the 
abdomen  or  halving  a  carcass,  making 
a  single  cut  with  an  electric  saw. 

The  first  plant  Holman  designed 
had  a  kill  cost  of  $10  a  head,  vs.  $15  to 
$20  for  conventional  plants.  Slaughter 
on  the  assembly  line  was  (and  is)  an 
incredibly  labor-intensive  business, 
but  by  breaking  the  work  down  into 
its  simplest  elements,  IBP  was  able  to 
replace  the  highly  skilled  and  high- 
cost  packing-house  butcher  with  rela- 
tively low-cost  assembly-line  labor.  So 
labor  made  part  of  the  difference  in 
cost.  The  rest  came  from  the  econo- 
mies of  scale  offered  by  plants  capable 
of  killing  300,000  or  500,000  or  a  mil- 
lion cattle  a  year.  IBP  diligently  pur- 
sued these  scale  economies  ever  after. 
The  original  Denison  plant  was  de- 
signed to  slaughter  500  cattle  a  day, 
but  now  slaughters  1,500.  Dakota 
City  started  out  at  1,600,  now  kills 
3,500  and  is  headed  for  4,000. 

Some  of  the  most  notable  econo- 
mies came  from  making  more  effi- 
cient use  of  the  drop — the  by-products 
of  the  meat-packing  process — 
tongues,  livers,  hearts  for  the  export 
market,  ingredients  for  sausage  and 
pet  food.  Urban  butchers  shipped  fat 
to  tallowmakers  for  shortening,  bone 
to  the  glue  factories.  But  IBP  with  its 
large-scale  plant  could  collect  these 
products  for  conversion  into  edible 
animal  feeds,  gather  the  glands  for  use 
in  pharmaceuticals,  prepare  the  hides 
for  tanning,  even  collect  the  gall- 
stones for  aphrodisiacs.  "Our  drop  can 
get  as  high  as  $50  a  head,"  Peterson 
says,  "and  our  kill  costs  are  less  than 
that."  A  lot  less,  in  fact — less  than  $20 


a  head.  Multiply  the  difference  by  6 
million  cattle  slaughtered  a  year! 

The  Denison  plant  was  just  the  be- 
ginning. A  few  years  later,  IBP 
launched  an  even  more  daring  and 
innovative  undertaking.  It  began  ex- 
tending the  assembly-line  process  be- 
yond slaughter  and  into  the  process- 
ing of  beef  itself.  The  usual  procedure 
involved  shipping  carcasses  in  halves 
or  quarters  to  the  wholesaler,  food 
chain  or  retail  butcher,  who  then 
broke  the  carcass  down  into  the  var- 
ious primal  and  subprimal  cuts — 
loins,  ribs,  rounds  and  chucks;  top 
sirloin,  strip  and  tenderloin.  IBP  was 
prepared  to  do  that  itself,  to  take  out 
the  unneeded  fat  and  bone,  as  well  to 
wrap  the  primal  cuts  in  cryovac  film, 
box  them  and  ship  them  to  market. 
Putting  the  beef  in  a  vacuum-packed 
plastic  bag  not  only  added  21  days  to 
the  normal  3-to-7-day  shelf  life  of  the 
carcass,  it  also  sharply  reduced  the 
shrink  that  refrigeration  exposed  the 
carcasses  to,  and  it  expanded  the  beef 
packers'  marketing  area. 

In  boxed  beef,  a  concept  pioneered 
by  Safeway  and  Armour,  IBP  found  it 
necessary  to  reorganize  the  market, 
and  that  took  some  doing.  The  only 
market  big  enough  to  absorb  the  out- 
put of  the  great  new  plant  Holman 
built  at  Dakota  City,  Nebr.  was  met- 
ropolitan New  York,  which  consumes 
maybe  a  quarter  of  the  nation's  meat 
production.  Though  IBP's  executives  i 
may  have  been  barefoot  boys  from  the 
cornfields  of  Iowa,  they  weren't  born 
yesterday,  and  they  could  hardly  have 
been  unaware  that  getting  boxed  beef 
into  the  New  York  market  was  going, 
to  take  some  heavy  payoffs  in  the 
right  places.  As  one  IBP  executive  ad- 
mitted later,  "It  was  a  common  prac- 
tice that  people  paid  off  other  people 
to  do  business  in  New  York  City." 

For  ESP's  boxed  beef  to  prevail,  the 
supermarkets  were  going  to  have  to 
scrap  their  traditional  butchering 
methods  and  the  unions  were  going  to 
have  to  accept  the  fact  that  a  lot  of 
their  member  butchers  would  lose 
their  jobs.  The  situation  was  especial- 
ly touchy  insofar  as  the  union  that 
controlled  the  New  York  market,  the 
Amalgamated  Meat  Cutters — now 
the  UFCW — was  also  the  union  that 
had  just  organized  ESP's  new  Dakota 
City  plant  and  gone  out  on  strike. 
When  that  happened,  the  New  York 
meatcutters  had  an  excuse  to  lend 
their  support  and  banned  boxed  beef 
from  the  New  York  market. 

IBP  was  prepared  to  make  a  deal 
with  New  York  mob  associate  Moe 
Steinman,  a  labor  consultant  who  had 
influence  both  with  the  local  meatcut- 
ters union  and  with  the  beef-buyers  of 
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most  of  the  New  York  supermarkets. 
If  the  Dakota  City  strike  went  on  and 
IBP  could  not  find  a  market  for  its 
beef,  the  company's  very  existence 
would  be  endangered.  In  April  1970 
Steinman  brought  Holman  together 
with  union  officials  in  New  York,  and 
the  problem  was  solved.  Holman  was 
told,  as  he  later  confided  to  Forbes, 
that  IBP  could  get  the  beef  into  New 
York  if  it  agreed  to  settle  the  strike  in 
Dakota  City.  The  strike  ended.  IBP 


attended  IBP's  meeting  with  the 
union,  and  CP  Sales  continued  to  col- 
lect commissions — over  $5  million  al- 
together— until  the  arrangement  was 
finally  dissolved  in  December  1977. 

With  New  York  in  its  pocket,  IBP 
proceeded  to  open  up  one  city  after 
another — Boston,  Washington,  Kan- 
sas City.  Chicago's  independent  su- 
permarkets opened  up  in  late  1979,  so 
that  today,  only  St.  Louis,  among  ma- 
jor cities,  remains  closed  to  boxed 


IBP  simply  said  it  would  not  pay 
skilled  butcher  rates  for  assembly-line 
labor,  and  when  it  couldn't  get  such 
rates  from  the  national,  it  got  them 
from  the  UFCW  locals,  from  other 
unions  and  from  work  forces  that 
weren't  organized  at  all. 

IBP  outwitted  the  union  at  every 
turn.  When  it  built  a  new  plant  in 
Amarillo,  Tex.,  for  instance,  it  got  the 
Teamsters  in  by  recognizing  the 
union  during  the  construction  phase. 


Cutting  beef  on  Iowa  Beef  s  assembly  line  in  Dakota  City,  Nebr. 

Cut  up  the  beef  at  the  plant,  box  it,  ship  it  and  put  all  those  high-cost  urban  butchers  out  of  their  jobs. 


agreed  to  suspend  a  $4.5  million  dam- 
age suit  against  the  union  and  the 
union  agreed  to  suspend  its  boycott  of 
IBP's  boxed  beef. 

But  mediation  has  its  price.  Soon 
thereafter  Steinman  set  up  a  sales 
agency  known  as  CP  Sales,  into 
which  IBP  paid  a  cent  on  average  for 
every  pound  of  beef  it  sold  in  New 
York.  The  courts  concluded  that  those 
funds  were  intended  to  bribe  both 
union  executives  and  supermarket 
buyers  to  let  IBP's  beef  into  New  York 
City  and  found  both  Holman  and  IBP 
guilty  of  conspiracy  to  bribe  union 
and  supermarket  officials. 

Ever  after,  IBP  was  subject  to  ru- 
mors that  somehow  it  had  lost  control 
|of  itself  to  the  mob.  CP  Sales  was 
taken  over  by  Steinman's  son-in-law, 
Walter  Bodenstein,  a  lawyer  who  had 


beef.  The  result  is  that  well  over  half 
of  all  beef  now  moves  in  boxes,  and 
maybe  40%  of  those  boxes  are  IBP's. 
In  the  next  two  or  three  years,  most 
observers  expect  boxed  beef's  share  to 
rise  to  over  80%. 

But  IBP's  union  problems  weren't 
ended.  The  meat-packing  industry  at 
large  had  been  governed  by  nation- 
wide master  agreements  with  the 
UFCW  that  had  a  common  expiration 
date.  IBP  systematically  demolished 
that  policy  and  paid  for  its  trouble  in  a 
series  of  bitter  and  often  violent 
strikes — seven  in  the  past  ten  years — 
and  in  the  circumstances  there's  ev- 
ery likelihood  there  will  be  more 
when  two  current  contracts  expire 
next  year.  Says  UFCW's  Anderson: 
"Our  difference  with  IBP  wasn't 
boxed  beef,  but  wages  and  benefits." 


("We  were  out-maneuvered,"  says 
Lewie  Anderson.  "We  were  waiting 
for  the  plant  to  go  into  production.") 

Of  the  eleven  plants  IBP  operates 
today,  three  are  organized  by  the 
UFCW,  two  by  the  Teamsters,  and  six 
are  not  organized  at  all.  According  to 
one  former  IBP  executive,  Currier 
Holman  used  to  say  he  was  prepared 
to  have  one  out  of  every  three  plants 
out  on  strike  at  any  given  time.  The 
strategy  worked. 

"People  who  blame  the  labor  unions 
for  this  nation's  sliding  productivity," 
says  IBP  President  Peterson,  "are 
barking  up  the  wrong  tree.  Put  the 
blame  where  it  really  belongs — on 
management,  which  has,  by  default, 
forfeited  its  right  to  manage." 

IBP's  success  put  both  the  union  and 
IBP's  old-line  competitors  in  a  bind 
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from  which  the  union  has  yet  to  extri- 
cate itself.  "They  |the  union]  took  the 
position,"  says  Swift's  President  John 
Copeland,  "that,  given  time,  they 
would  get  everybody  up  to  our  rates. 
Not  only  did  they  fail,  they  couldn't 
even  organize  a  lot  of  these  companies, 
and  their  membership  started  dwin- 
dling." Only  in  the  last  few  years  has 
the  rest  of  the  industry  found  a  way 
out — closing  plants  down  long  enougb 
to  invalidate  the  master  agreement  and 
then  reopening  them  with  either  a  local 
contract  or  no  contract  at  all. 
Today  John  Morrell  &.  Co.  pays 


ning  to  sell  its  Cudahy  fresh-meat 
business  to  a  group  of  employees.  Even 
Montfort  of  Colorado,  one  of  the  pio- 
neers in  reshaping  the  industry,  lost 
$24  million  in  fiscal  1980  and  is  fight- 
ing to  stay  afloat. 

Peterson  insists  that  labor  isn't  the 
only  problem.  "It's  not  how  much  you 
pay  per  hour,"  he  says,  "it's  how  much 
it  costs  you  per  hour  to  get  something 
done.  The  question  is:  How  many  pic- 
nics do  you  get  deboned  in  an  bour? 
You  give  me  just  5%  more  yield,  and 
I'll  make  you  so  much  more  money 
than  the  guy  that  saves  20%  on  labor, 
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Cattle  get  nervous  away  from  home,  go 
off  their  feed,  begin  losing  weight.  So  the 
quicker  you  move  an  animal  to  slaughter 
the  more  yield  you'll  have,  the  more 
weight.  "We  just  took  little  bitty  frac- 
tions all  the  way  along  the  line,"  IBP's 
President  Bob  Peterson  says,  "and  cap- 
italized on  them  to  get  bigger." 


$10.02  an  hour  at  its  Sioux  Falls,  S.D. 
beef  plant,  vs.  $8.20  for  IBP  at  Dakota 
City,  and  fringe  benefits — vacation 
pay,  pensions — can  widen  the  gap 
even  more.  In  closing  two  plants  last 
year,  Armour  complained  that,  at  $16 
an  hour,  its  average  wage  and  fringe 
benefit  costs  were  40%  to  60%  higher 
than  costs  at  companies  like  IBP  and 
MBPXL.  Ironically,  the  UFCW  master 
agreements  discouraged  the  old-line 
packers  from  moving  into  boxed  beef 
and  gave  IBP  an  additional  advantage. 
"When  you're  at  a  noncompetitive 
cost,"  Copeland  says,  "the  more  you 
do  to  the  animal,  the  more  noncom- 
petitive you  get." 

The  result  was  inevitable.  Over  the 
Seventies  at  least  350  meat-pack- 
ing firms  closed  down.  These  days 
everybody's  trying  to  get  out  of  the 
business — closing  down  plants,  merg- 
ing, selling  out,  palming  the  business 
off  on  somebody  else.  In  the  past  two 
or  three  years  Needham  has  gone  out 
of  business,  Spencer  Foods  has  sold  out 
to  Land  O'  Lakes,  and  Illini  Beef  sold 
its  beef  plant  to  Dubuque  Packing.  Wil- 
son has  gone  out  of  beef  slaughter  en- 
tirely, and  so  have  Hormel  and  Cuda- 
hy. Armour  and  Morrell  have  only  two 
or  three  beef  plants  remaining,  and 
their  conglomerate  parents  are  throw- 
ing their  meat-packing  subsidiaries 
one  by  one  to  the  wolves.  Esmark  sold 
most  of  its  Swift  holdings  to  the  public 
last  April  (after  absorbing  $26  million 
in  closing  costs  and  a  $66  million 
writedown);  LTV  plans  to  spin  Wilson 
and  its  $92  million  in  debt  and  $11 
million  in  1980  losses  off  to  its  own 
stockholders;  General  Host  is  plan- 


it'll  scare  you  to  death."  And  when 
you've  got  both  yield  and  labor  costs  as 
IBP  has?  "Why,  then  we're  really  com- 
ing, aren't  we?" 

IBP  did  not  use  its  hard-won  cost 
advantage  to  maximize  its  profits.  In- 
stead, it  began  to  use  it  to  increase  its 
control  of  both  the  market  and  its  cattle 
supply.  Because  of  its  cost  position, 
IBP's  cattle  buyers  have  been  able  to 
pay  higher  prices  for  the  available  cat- 
tle— as  much  as  a  quarter  of  a  cent  a 
pound,  or  $20  a  head.  This  may  not 
matter  so  much  when  cattle  are  in 
abundance,  but  when  they  are  short,  as 
they  have  been  since  the  cattle  cycle 
turned  downward  in  the  mid-Seven- 
ties, it  puts  IBP's  higher-cost  competi- 
tors in  a  bind.  The  problem  becomes 
even  more  acute  because  the  industry's 
big  packing  plants  need  a  fairly  high 
level  of  operation  to  cover  their  fixed 
costs.  IBP  has  been  able  to  pay  to  keep 
its  plants  operating  full-tilt  as  the  com- 
petition has  not  always  been  able  to  do. 

At  the  same  time,  IBP  has  been  able 
to  strengthen  its  grip  on  the  market 
by  skillfully  exploiting  its  cost  advan- 
tage in  the  form  of  lower  prices.  In  the 
mid-Seventies,  when  it  was  trying  to 
move  boxed  beef  into  a  reluctant  mar- 
ket, IBP  was  advertising  that  it  could 
process  and  deliver  boxed  beef  to  a 
retail  store  for  $23  to  $36  a  head  less 
than  the  retailer  could  buy  and  pro- 
cess a  carcass  for  himself.  And  as 
IBP's  boxed  beef  made  its  way  in  the 
market,  the  gains  came  mainly  at  the 
expense  of  competitors  that  had  pre- 
viously sold  carcass  beef. 

Which  is  why  IBP  is  as  immune  to 
recession  as  it  is  to  swings  in  the 


cattle  cycle  or  changes  in  beef  con 
sumption.  Its  growth  is  founded  nol 
on  any  growth  in  the  market,  but  or 
the  decimation  of  its  competitors,  on 
forcing  the  big  packers  out  of  beef  and 
the  local  breakers  out  of  business. 

Until  recently  IBP  hadn't  had  much 
success  in  persuading  the  chains  tc 
abandon  the  carcass-breaking  facili- 
ties they  already  had.  You  don't  scrap 
a  multimillion-dollar  plant  without 
plenty  of  reason.  But  in  the  last  few 
years,  as  the  costs  of  beef  and  trans- 
portation have  gone  up,  the  stakes 
have  risen,  and  more  and  more  chains 
have  begun  closing  their  breakin| 
plants  and  turning  to  IBP  and  its  com- 
petitors for  boxed  beef  instead.  Granc 
Union  is  pulling  out,  Stop  &  Shop  has 
already  done  so.  Safeway  has  shut 
down  its  central  cutting  plant  in  Rich- 
mond, Calif.  Albertson's  uses  boxec 
beef  almost  exclusively.  Among  the 
big  chains  only  Kroger  and  Winn-Dix- 
ie are  still  committed  to  carcasses. 

But  once  those  breaking  facilities 
and  the  meatcutters  that  manned  there 
are  gone,  the  chains  become  locked 
into  their  boxed-beef  suppliers.  Pack 
ers  who  once  sold  carcass  beef  to  thfl 
retail  chains  can't  afford  the  capital 
investment  involved  in  buildingbreak, 
ing  and  boxing  facilities  themselves,  so 
they've  either  gone  out  of  business  oj 
begun  selling  their  premium  carcasses 
to  other  breakers  and  boxers.  Thusi 
Dubuque  Packing — one  of  the  biggesi 
U.S.  slaughterers — has  already  becomn 
an  important  IBP  supplier. 

IBP  continues  to  up  the  ante  bj 
building  increasingly  large-volume 
capital-intensive  plants.  IBP  has  four 
such  plants  in  operation — all  with  cai 
pacities  of  500,000  head  or  more  s 
year — at  Dakota  City,  Emporia 
Kans.,  Amarillo  and  Pasco,  Wash.— 
and  it's  currently  completing  a  hugt 
$100  million,  1.2  million-head  plan 
in  Finney  County,  Kans.,  the  larges. 
boxed  beef  plant  in  the  world.  Thii 
plant  represents  IBP's  long-planned 
long-delayed  assault  on  the  Los  Ange 
les  market,  the  U.S.'s  second-larges 
meat  market — and  the  only  majo 
market  in  which  IBP  has  not  yei 
positioned  itself.  IBP  took  over  th» 
Northwest  with  the  1976  acquisition 
of  beef  plants  in  Washington  an« 
Idaho.  But  until  now,  southern  Cali 
fomia's  meat  requirements  have  beei 
met  by  local  packers  in  the  Vernoi 
Street  area  of  Los  Angeles,  who  havt 
lived  off  cattle  in  California  and  near 
by  Arizona  and  who  mainly  produa 
carcass  beef  for  breakers  lib 
Safeway.  But  once  Finney  gets  inti 
operation,  IBP  expects  to  be  able  t< 
deliver  beef  at  a  cost  competitiv 
with  local  packing-houses— despit' 
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the  transportation  cost  disadvantage. 

After  California,  what?  Peterson  is 
:oy  on  the  subject,  but  he  maintains 
[BP  is  still  far  from  exploiting  the  full 
DOtential  of  beef,  either  in  the  econo- 
nies  it  can  wrest  from  its  manufac- 
:uring  process  or  in  new  areas  of  the 
jeef  business  it  can  bull  its  way  into — 
:he  eastern  Cornbelt  seems  one  possi- 
jility.  "We  see  no  end  of  growth  op- 
?ortunities,"  Peterson  says.  Nor  is 
:here  likely  to  be  one,  so  long  as  there 
ire  competitors  for  IBP  to  knock  off. 

The  way  things  are  going,  the  only 
sure  survivors  among  the  major  na- 
ional  beef-packers  promise  to  be 
hose  who  have  already  set  out  to 
luplicate  what  IBP  has  been  doing  for 
^ears:  Cargill's  flourishing  MBPXL  af- 
iliate;  Swift  Independent  in  its  new 
:tripped-down,  independent  avatar; 
ind  Spencer  Beef  with  the  financial 
>acking  of  the  Land  O'  Lakes  farm 
:ooperative.  For  the  others,  the  future 
emains  pretty  uncertain. 

Meanwhile,  IBP  is  preparing  for 
what  could  be  an  even  more  radi- 
:al  venture,  an  assault  upon  the  $16 
)illion  pork  business,  once  the  Finney 
)lant  moves  into  the  black,  with 
ilants  that  will  bring  the  same  effi- 
iency  to  pork  that  IBP  brought  to 
>eef .  Through  a  company  called  Madi- 
on  Foods,  IBP  already  does  contract 
>ork-slaughtering  for  Armour,  but  the 
ild-line  pork  producers  are  terrified  at 
vhat  IBP  could  do  if  it  really  pushes 
nto  their  market. 

Pork  is  a  different  business  from 
»eef,  however.  It's  less  labor-inten- 
ive,  and  some  fresh  pork  is  already 
hipped  boxed,  with  the  hams,  pork 
tellies  and  so  on  removed  for  further 
irocessing.  So  the  processing  econo- 
nies  shouldn't  be  so  pronounced.  And 
tecause  of  health  problems,  hogs  can't 
ie  raised  in  the  quantities  necessary 
3r  slaughter  on  the  scale  IBP  has  at- 
empted  in  beef,  though  IBP  could 
onceivably  build  a  massive,  centrally 
□cated  plant  and  base  its  supplies  not 
m  feedlots  but  on  thousands  of  small 
arms  in  Iowa,  Illinois  and  Minnesota. 
BP  is  confident  that  it  can  do  so,  and 
n  so  doing,  revolutionize  the  pork 
ndustry  just  as  it  revolutionized  beef, 
n  the  circumstances,  it  would  be  a 
ash  soothsayer  who  would  predict 
BP  couldn't  do  it.  "We'll  come  big," 
'eterson  has  been  known  to  say, 
with  a  couple  of  hundred-million- 
ollar  plants."  Outside  of  Madison 
nd  a  plant  Hormel  is  building  in  Aus- 
in,  Minn.,  there  are  really  no  large, 
fficient  pork  plants  in  existence. 
Again,  IBP  has  no  intention  of  mov- 
ng  in  and  developing  a  new  market.  As 
lways,  it  plans  to  position  itself  on  the 
uins  of  the  old.  Most  pork  plants  pro- 


duce 60%  processed  meats — ham,  ba- 
con and  so  on — and  30%  pork.  IBP  in- 
tends to  reverse  the  proportions,  sell 
some  of  its  output  to  processors,  but  the 
bulk  of  its  produc  tion  to  pork  producers 
that  currently  slaughter  and  process 
their  own  fresh  pork. 

Peterson's  hope  is  that  IBP's  cost 
advantages  will  be  so  overwhelming 
that  it  will  be  able  to  deliver  pork  to 
the  packers  more  cheaply  than  they 
can  do  for  themselves.  In  a  sense,  it's 
custom  slaughter  on  a  massive  scale — 
the  Madison  operation  writ  large — 
only  IBP  would  provide  its  own  hogs 
and  market  its  own  output  to  packers, 
supermarkets  and  other  wholesale 
pork  consumers. 

"The  big  danger  [to  competitors]," 
says  Swift's  John  Copeland,  "is  that 
they  will  come  in  and  negotiate  lower 
labor  costs."  In  short,  a  replay  of  the 
situation  in  beef.  Peterson  denies  that 
labor  cost  is  central  to  IBP's  strategy. 
But  he  also  says,  "The  old  master- 
agreement  concept  really  isn't  going  to 
work."  The  UFCW  has  no  intention  of 
abandoning  the  master  agreement, 
however,  and,  having  gained  some  ex- 
perience in  beef,  thinks  it'll  be  better 
prepared  to  fight  back  this  time.  "A 
reaffirmation  of  a  national  bargaining 
strategy  is  the  union's  only  possible 
means  for  avoiding  the  disaster  experi- 
enced in  beef,"  says  Anderson. 
"There's  some  indication  they  may  not 
want  to  fight  us  in  pork.  They're  get- 


Murdock  acquired  a  19%  interest  in 
IBP  through  his  privately  owned  Pa- 
cific Holding  Corp.,  and  in  late  1978 
he  actually  made  an  offer  to  acquire 
the  rest  of  IBP's  outstanding  stock. 
That  failed  when  soaring  interest 
costs  pushed  Murdock's  financing  out 
of  reach. 

But  if  Murdock  couldn't  afford  to 
buy  in,  he  could  eventually  arrange  to 
trade  up,  and  that's  what  he  did  last 
month,  working  out  a  deal  with  his 
Los  Angeles  neighbor,  Dr.  Armand 
Hammer.  If  the  stockholders  of  both 
companies  approve,  Hammer's  Occi- 
dental Petroleum  will  acquire  Iowa 
Beef  for  a  package  of  common  and 
nonconvertible  preferred.  Present  val- 
ue: $77  a  share,  vs.  a  recent  price  of 
$57,  and  the  $30  Murdock  originally 
offered  to  pay  for  the  company. 

Fl  or  Occidental,  IBP  offers  a  host  of 
intriguing  possibilities  not  the 
least  of  which  is  the  push  Hammer 
could  give  to  IBP's  ambitions  in  the 
international  market.  It  dramatically 
widens  the  domestic  base  of  an  inter- 
national company  perilously  depen- 
dent on  income  from  places  like  Libya 
and  Peru.  Perhaps  most  obvious  of  all, 
it  gives  Occidental  control  of  one  of 
the  U.S.'  most  dazzling  growth  com- 
panies at  what  in  other  industries 
might  seem  bargain  prices. 

For  Iowa  Beef,  the  advantages  are 
far  less  clear.  An  Occidental  merger 
provides  protection  from  a  less  conge- 


The  reason  IBP  is  as  immune  to  reces- 
sion as  it  is  to  swings  in  the  cattle  cycle 
or  changes  in  beef  consumption  is  that 
its  growth  is  founded  not  on  any  growth 
in  its  market,  but  on  the  decimation  of  its 
competitors,  on  forcing  the  big  meat- 
packers  out  of  beef  and  the  local  break- 
ers out  of  business. 


ting  a  little  big  to  be  waging  war  with 
everyone  all  the  time." 

With  pork  in  its  pocket,  Peterson 
expects  IBP  to  move  into  portion  con- 
trol— the  marketing  of  prepackaged 
retail-style  cuts  of  beef,  steaks  and 
roasts,  probably  flash-frozen  or  even 
partially  precooked.  MBPXL  has  al- 
ready begun  marketing  such  a  prod- 
uct. But  Peterson  thinks  portion  con- 
trol is  at  least  eight  years  away  and 
probably  longer.  In  the  circumstances, 
Peterson  doesn't  worry  much  about 
where  IBP  is  going  to  find  the  means 
of  maintaining  the  growth  it  has 
racked  up  over  the  past  20  years. 

Given  its  strength,  it  was  inevitable 
that  eventually  somebody  would  try 
to  take  over  the  company.  A  few  years 
ago,  Los  Angeles  investor  David  H. 


nial  predator  and,  of  course,  it  builds 
in  some  more  of  IBP's  unrealized 
stock  market  value. 

If  the  merger  with  Oxy  goes 
through,  IBP  will  be  what  it  always 
has  been:  an  autonomous  operation 
headquartered  in  Dakota  City,  Nebr. 

Nearly  everyone — Forbes  includ- 
ed— scoffed  when  Armand  Hammer 
went  into  the  oil  business  less  than  a 
quarter  of  a  century  ago.  Nobody's 
scoffing  now.  By  the  same  token,  you 
can't  put  this  deal  in  the  same  ques- 
tionable class  as  Exxon's  move  into 
office  machines  or  Mobil's  move  into 
retailing.  It's  a  good  bet  that  the  ana- 
lysts who  speak  patronizingly  about 
his  purchase  of  Iowa  Beef  will  be  laud- 
ing a  shrewd  move  in  the  not  so  dis- 
tant future.  ■ 
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Jean-Jacques  Servan-Scbreiber  says  he  is 
no  longer  unhappy  about  how  his  new 
book  has  been  translated  into  English. 
Readers  with  a  sense  of  history,  however, 
will  be  offended  for  other  reasons. 

A  computer 
in  every  hut? 


By  Lawrence  Minard 


T|  his  is  fantastic!  Incredible!" 
fumed  Jean-Jacques  Servan- 
Schreiber,  waving  a  set  of  yel- 
low-bound uncorrected  galley  proofs 
in  the  air  as  he  sat  in  the  book-lined 
study  of  his  sprawling  apartment  on 
the  Boulevard  de  Courcelles,  in  Paris' 
fashionable  8th  arrondissement.  In 
his  hand  were  proofs  of  the  English 
translation  of  his  latest  book,  Le  Deji 
Mondial  (The  World  Challenge),  soon  to 


be  published  in  the  U.S.  by  Simon  & 
Schuster.  The  ordinarily  calm  Servan- 
Schreiber  was  furious  in  fluent  En- 
glish as  he  spoke  of  his  U.S.  publisher. 
"They  have  totally  distorted  my  origi- 
nal book,"  he  said.  "It  [the  advance 
proofs]  is  melodramatic  and  repet- 
itive, a  terrible  translation." 

It's  rare  enough  to  find  an  author 
trashing  anything  with  his  name  on 
it.  It's  rarer  still  to  fire  off  by  Telex,  as 
Servan-Schreiber  did  a  few  days  later, 
a  stiff  warning  to  some  30  American 


1 


Servan-Scbreiber  in  bis  Paris  study 

Utopian  conclusions  based  on  naive  assumptions. 


critics  who  had  received  advanc 
copies.  "The  bound  galleys  of  m 
book  The  World  Challenge,  sent  to  yoi 
last  week  by  the  publisher,  are  an  irj 
accurate  and  incomplete  translation, 
Servan-Schreiber's  Telex  messag 
read.  "Please  be  kind  enough  to  dil 
card  it,  and  alert  anyone  to  whom  yo 
may  have  passed  it  on." 

Servan-Schreiber,  now  56,  has  led 
life  crowded  with  incident,  to  put  : 
mildly.  At  age  24,  he  was  editorij 
writer  for  the  prestigious  Paris  daily/. 
Monde.  At  age  29,  he  founded  th 
French  news  magazine  /.Express.  A 
33,  a  lieutenant  in  the  French  arm; 
he  was  court-martialed  (and  subs< 
quently  acquitted)  for  urging  indepei 
dence  for  Algeria.  In  1974  he  wa 
named  Minister  for  Reform  by  Vale'i 
Giscard  d'Estaing  and  lasted  thre 
weeks.  A  leading  member  of  France 
social-democratic  Parti  Radical,  Se 
van-Schreiber  was  sacked  for  urgin 
the  French  military  to  give  up  atmi 
spheric  nuclear  weapons  tests. 

Americans  will  remember  Servar 
Schreiber  best,  though,  for  his  bes 
selling  book  The  American  Challengt 
published  in  1968,  which  urged  Ei 
rope  to  imitate  American  manageri; 
techniques  in  order  to  catch  up  with 
seemingly  omnipotent  Americ. 
Now,  in  The  World  Challenge,  he  a< 
dresses  such  weighty  issues  as  petrc 
dollars,  Third  World  poverty,  the  staj 
natmg  West  and  the  microcomputc 
revolution.  To  Servan-Schreiber  th 
world  challenge  comes  down  to  thi: 
"Are  we  [the  industrialized  nation 
going  to  crumble  into  crisis  and  p; 
ralysis?  Or  are  we  going  to  invent 
common  program  that  will  put  all  c 
our  common  strengths  together  for 
new  world  development  program  thj 
will  make  the  Third  World  a  trac 
partner  rich  enough  to  buy  thing 
from  the  West  and  the  oil  countries 
Will  we  educate  and  equip  the  Thin 
World  with  the  most  advanced  tecl 
nology  we  have,  primarily  compute 
science?  Or  will  we  just  keep  fightir 
each  other  for  a  shrinking  market  an 
all  go  down  the  drain?" 

As  it  stands  in  galley  proofs — an» 
as  it  turns  out  in  final  pages,  whic 
differ  from  the  galleys  in  no  signif 
cant  way — -the  U.S.  edition  is  likely  t 
offend  a  good  many  readers,  but  no 
perhaps,  for  the  reasons  Servai 
Schreiber  was  offended.  In  style,  it  : 
an  irritating  blend  of  gee-whiz  ari 
conspiratorial  oh-my-God.  In  conten 
it  is  a  hash  of  good  intentions,  naiv 
assumptions  and  hard  questions  unai 
dressed.  The  book  in  essence  argut 
that  the  world  is  about  to  collapsi 
The  Third  World  is  broke.  The  Fir: 
World  countries  can  sell  only  to  eac, 
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0 1981  Polaroid  Corporation  "Polaroid'  *  and  The  Butlon 


Give  your  kids 


ant  photography  is  one 
ity  your  kids  can  enjoy 

out  taking  a  lesson,  try-  >T^     TJ  rt+r\Y\  o  Y\A 

3ut  for  a  team,  or  joining  1  HC  DUL  LUI 1  dl  lLl 


watch  them  develop. 


ib. 

And  there's  no  bet- 
vay  to  introduce 
n  to  it  than  with  The  Button, 
roid's  new  fun  camera. 
The  Button  doesn't  require 
rs  of  practice  to  master.  You 
aim  and  shoot.  In  seconds,  an 
>e  begins  to  form,  and  in 
at  a  minute,  the  picture  is  vir- 
y  complete. 

Indeed,  patience  is  an  unneces- 
virtue,  since  the  camera  comes 
ugh  with  pictures  as  fast  as  kids  want  answers. 
More  than  a  diverting  pastime,  The  Button  s 
tfB^t   a  useful  aid  in  helping  them  learn 
by  doing. 
'        Young  photographers  can 
g$  experiment  with  distances,  angles 
and  composition,  and  see  imme- 
diate results.  All  of  which  increases 


uiate 

WIST 


learning  and  retention. 

The  Button  from  Polaroid. 
The  instant  camera  that  develops  kids. 


For  their  efforts, 
they're  rewarded  not 
only  with  a  beautiful  in- 
stant picture,  but  with  a 
sense  of  enduring 
accomplishment. 

Besides  nurtur- 
ing creative  instincts, 
The  Button  also  develops  social 
ones.  It  encourages  kids  to  share. 
By  showing  them  how  to  look  at 
things  from  different  perspectives, 
it  even  helps  give  them  a  better  un- 
derstanding of  themselves  and 
their  friends. 

And  every  parent  will  appreci- 
ate the  fact  that  for  all  the  enrich- 
ment it  provides,  this  camera 
is  inexpensive. 

There  is,  however, 
one  more  reason  to 
watch  your  kids  de- 
velop with  The 
Button.  If  you're  on 
your  best  behavior, 
they  just  might  let  you  borrow  i 


A  revolutionary  air  defense  system  with  a  traditional  na 


And  an  appropriate  name  it  is.  For  Patriot  will 
play  an  important  role  in  the  nation's  defense  for 
the  balance  of  this  century  and  into  the  next. 

Now  in  production  at  Raytheon,  Patriot  is 
the  most  thoroughly  and  successfully  tested  air 
defense  system  ever  developed  for  the  U.S.  Army. 
It  is  designed  to  guard  against  attack  by  super- 
sonic aircraft,  singly  or  in  mass  formations.  At 
high  or  low  altitudes.  Day  or  night.  Even  by 
tomorrow's  planes  that  will  be  using  highly 


ingenious  electronic  countermeasures. 

What  Patriot  does  is  impressive  enough.  B 
how  it  gets  the  job  done  represents  a  truly 
imaginative  use  of  advanced  electronic  techno 
For  example,  the  single,  multifunction  radar 
shown  above  takes  the  place  of  several  separati 
radars  in  current  air  defense  systems.  At  com-  i 
puter  speeds  it  searches  the  sky,  detects  many 
individual  aircraft,  identifies  each  of  them,  trai 
them,  then  guides  multiple  defending  missiles^ 


Patriot  is  just  one  of  our  latest  achievements 
vanced  radar  design.  We're  finding  ways  to 
he  same  basic  technology  to  meet  a  number  of 
inding  requirements,  from  tracking  thousands 
)jects  in  space  to  safely  landing  aircraft 
avy  rain. 

On  land,  at  sea,  or  in  the  air— wherever  there  is 
3d  for  high  technology  — Raytheon  is  involved 
supplier  of  major  government  systems.  The 
t  is  a  large  and  growing  government  business. 


Raytheon... a  $5  billion  company  in 
electronics,  aviation,  appliances,  energy, 
construction,  and  publishing.  For  copies  of 
our  latest  financial  reports,  please  write 
Raytheon  Company,  Public  Relations, 
141  Spring  Street,  Lexington,  MA  02173. 


other.  OPEC  really  wants  to  help  but 
doesn't  know  how.  So,  the  West  must 
develop  the  Third  World  as  it  devel- 
oped Europe  and  Japan  after  World 
War  n. 

"The  West  [reads  The  World  Chal- 
lenge] will  fail  to  rediscover  its  own 
path  of  economic  growth,  it  will  suffo- 
cate and  will  see  its  social  order  fall 
apart,  unless  it  is  rejuvenated  by  a 
sudden  burst  of  development  in  Third 
World  countries." 

To  get  that  sudden  burst,  says  Ser- 
van-Schreiber,  the  West  (the  "enemy" 
in  the  book)  must  transfer  its  comput- 
er science  knowhow  to  the  poor  coun- 
tries. Once  the  microcomputer  revo- 
lution has  been  transplanted  to  fertile 
Third  World  soil,  asserts  The  World 
Challenge,  then  the  poor  countries 
will  quickly  turn  into  lucrative  trading 
partners  for  Western  industry. 

"Computerized  infrastructures  for 
the  Third  World,"  says  the  book, 
"could  make  it  possible  for  whole 
stages  of  (industrial]  development  to 
be  bypassed.  .  .  make  it  possible  to 
equalize  the  North  and  the  South,  not 
in  150  years  but  within  a  generation." 

Readers  with  some  notion  of  how 
hard  it  would  be  to  computerize  the 
infrastructure  of  the  South  Bronx,  let 
alone  South  Yemen,  will  think  Ser- 
van-Schrciber's  thesis  highly  theoreti- 
cal, to  say  the  least.  But  nowhere  is 
The  World  Challenge  more  question- 
able than  in  its  claim  that  OPEC  is 
really  an  ally  of  the  Third  World.  The 
book  is  littered  with  such  phrases  as 
"OPEC  and  its  new  allies,  the  LDCs," 
and  "...  the  alliance  between  OPEC 
and  the  Third  World  was  real." 

Is  Servan-Schreiber  aware  that  last 
year,  while  OPEC  was  running  up  a 
$158  billion  trade  surplus,  the  nonoil 
Third  World  was  amassing  a  $65  bil- 
lion trade  deficit?  He  is  aware  but 
interprets  the  numbers  to  fit  his  the- 
sis: "The  blame  is  not  on  OPEC,"  he 
told  Forbes.  "OPEC  just  accelerated 
something  that  was  inevitable.  The 
price  of  oil  would  have  gone  up  in  any 
case,  OPEC  or  no  OPEC."  The  chief 
villain,  as  argued  in  advance  copies  of 
The  World  Challenge,  is  America.  "Be- 
cause of  their  lack  of  imagination, 
courage  and  above  all  will,  each  of  the 
great  industrial  democracies  now 
finds  its  social  fabric  under  pressure 
because  of  the  oil  crisis.  The  chief 
cause  is  neither  Soviet  policy  nor 
OPEC — but  the  absence  of  a  coherent 
American  foreign  policy." 

It's  all  our  fault.  Where  have  we 
heard  that  before?  Oh,  yes:  The  Ugly 
American.  Servan-Schreiber's  heroes? 
OPEC,  or  at  least  the  Saudis  and  Ku- 
waitis. He  is  impressed  by  OPEC's 
1980  Taif  Report  (Forbes,  Jan.  19), 


drafted  by  Saudi  Arabia's  Sheikh  Zaki 
Yamani.  To  many  an  American  eye, 
the  Taif  Report  is  a  blandly  worded 
design  for  extortionate  oil  price  in- 
creases, rationalized  by  passionately 
stated  concern  for  the  poor  Third 
World.  To  Servan-Schreiber,  this  re- 
port is  gospel,  proving  that  the  Arabs 
will  invest  their  oil  surpluses  in  com- 
puterizing the  Third  World — the  key 
to  everyone's  economic  salvation: 

"The  West  cannot  recover  from  its 
economic  crisis  unless  it  equips  and 
develops  the  Third  World  with  the 
most  advanced  technology.  That  is 
what  the  Arabian  Gulf/sz'c/  demands 
in  the  spirit  of  (the  Taif  Report]." 
Thus  we  read  of  Sheikh  Yamani  who, 
on  the  eve  of  ratifying  the  Taif  Re- 
port, "...  relaxes  among  family  and 
friends  to  prepare  for  the  most  ambi- 
tious battle  in  almost  20  years  with 
the  ever-present,  multifaceted,  domi- 
neering enemy — the  West." 


The  World  Challenge,  in  short, 
falls  into  one  of  the  most 
obvious  intellectual  traps 
of  all,  technological  deter- 
minism: Give  someone — 
anyone— a  machine  and  he 
will  prosper. 

Forbes  supposed  that  it  was  for 
such  ridiculous  passages  that  Servan- 
Schreiber  had  telexed  around  the  U.S., 
asking  reviewers  to  "discard"  their 
review  copies.  How,  exactly,  he  was 
asked,  had  Simon  &  Schuster  distort- 
ed his  book? 

"The  distortion,"  he  replied  in  a 
voice  far  more  reasonable  than  his 
book's,  "is  to  have  put  all  the  empha- 
sis from  beginning  to  end  on  OPEC, 
OPEC,  OPEC.  Do  you  know  what 
they  [Simon  &  Schuster]  wanted  to 
use  for  the  subtitle?  'The  Revelation 
of  the  Secret  Plot  of  OPEC  Agamst 
the  West.'  That  is  absurd!  It  makes 
the  Arabs  look  like  masters  of  the 
world.  What  I  really  say  is  that  OPEC 
is  only  one  of  the  world  powers.  The 
book  is  really  about  the  Third  World 
and  the  computer  revolution.  OPEC  is 
only  my  starting  point." 

To  which  Simon  &  Schuster's  Edi- 
tor-in-Chief Michael  Korda  calmly  re- 
plies: "If  this  isn't  a  book  about  OPEC, 
I  don't  know  what  the  hell  it  is  a  book 
about!"  Korda  will  publish  Tfje  World 
Challenge  this  month  in  substantially 
the  same  shape  as  the  galleys  with — 
for  no  clear  reason,  given  the  fuss 
made — Servan-Schreiber's  blessing. 

If  the  author  and  publisher  are  now 
both  happy,  few  non-OPEC  readers 
will  be.  The  book  is  teeming  with 


Utopian  conclusions  based  on  naive 
assumptions. 

Take  the  assumption  that  OPEC  is) 
the  Third  World's  friend.  First,  as  its) 
recent  Geneva  meeting  showed,  there 
is  no  cohesive  OPEC.  There  is  Saudi 
Arabia  with  around  60  years'  reserves 
and  Algeria  with  less  than  15  years' 
reserves,  each  with  diametrically  op- 
posed views  on  what  the  price  of  oili 
should  be.  More  ominously  there  are 
Iran  and  Iraq,  at  each  other's  throats. 

Does  it  make  sense  to  talk  ofi 
"OPEC  and  its  new  allies,  the  LDCs"? 
Non-OPEC  Morocco  would  hardly  call 
Algeria  its  ally.  Neither  Chad  nor 
Uganda  is  an  ally  of  Libya,  which  now 
occupies  part  of  the  former  and  tried 
to  occupy  the  latter.  The  point  is,  it  is 
naive  and  misleading  to  talk,  as  Ser- 
van-Schreiber does,  of  solid  blocks  of 
allied  countries  that  are  in  fact  divid- 
ed internally  as  well  as  externally. 

No  one  denies  the  latent  power  of 
the  microcomputer  revolution  nor  the 
pressing  poverty  of  the  Third  World. 
But  how  do  you  "transfer"  technology 
to  people  who  insist  on  trying  to  regu- 
late their  society  in  accordance  with 
theology  or  to  people  whose  basic  life 
is  still  tribal?  To  brutal  dictatorships 
like  Qaddafi's  or  Kim  II  Sung's? 

The  facts,  Servan-Schreiber  to  the 
contrary,  suggest  that  when  a  less- 
developed  society  is  ready  for  technol- 
ogy, it  gets  it.  Japan  is  only  one  exam- 
ple. South  Korea,  Brazil,  Mexico  and 
Taiwan  are  more  recent  ones.  As  for 
countries  like  India — that,  in  the 
name  of  socialism,  mess  up  even  older 
forms  of  technology  like  steel  and  au- 
tos — what  makes  anyone  think  they 
will  be  effective  in  handling  the  chip? 

The  World  Challenge,  in  short,  falls 
into  one  of  the  most  obvious  intellec- 
tual traps  of  all,  technological  deter- 
minism: Give  someone — anyone — a 
machine  and  an  instruction  manual, 
and  he  will  prosper.  An  Apple  II  in 
every  hut  and  hovel.  But  economic 
development  does  not  seem  to  work 
quite  so  simply.  It  is  a  complex,  histori- 
cal tangle  of  politics,  philosophy,  reli- 
gion, armies,  climate,  technology  and 
social  discipline,  among  other  things, 
that  explains  regional  income  differ- 
entials, not  simply  machines  and  edu- 
cation programs. 

In  short,  the  book  is  not  worth  the 
fuss  being  made  over  it.  It  will  even  do 
the  Third  World  more  harm  than 
good.  It  will  simply  confirm  the 
poorer  countries  in  their  current  ex- 
cuse that  they  are  "victims  of  colo- 
nialism." What  they  need  is  their 
houses  in  order  so  that — unlike,  say, 
Iran — they  can  then  make  use  of  the 
revolutionary  technology  that  no  one 
is  truly  withholding  from  them.  ■ 
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ANNOUNCING 


Quick-handling.  Road-hugging.  And  fun  to 
drive.  This  ...  is  Cimarron.  An  efficient  new 
kind  of  Cadillac.  With  the  at\ 
traction  of  front-wheel 
drive  .  .  .  MacPherson  HWYEST  epaestmpg 
strut  front  suspension  .  .  .  and  power- 
assisted  rack  and  pinion  steering  with  re- 
sponsive 14:1  steering  gear  ratio.  Plus,  it  has 
Cadillac  refinements  such  as  genuine  leath- 
er seating  areas,  body-contoured  bucket 


BY  CADILLAC 
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seats,  air  conditioning  and  more.  All  stan- 
dard. Test-drive  Cimarron  by  Cadillac.  Due 
to  limited  initial  production,  Cimarron  is  not 
available  at  all  Cadillac  dealers  at  this  time. 

*Use  estimated  mpg  for  comparison.  Your 
mileage  may  differ  depending  on  speed,  dis- 
tance, weather.  Actual  highway  mileage  lower. 
Cadillacs  are  equipped  with  GM-built  engines 
produced  by  various  divisions.  See  your  Cadillac 
dealer  for  details. 


A  NEW  KIND  OF  CADILLAC  FOR  A  NEW  KIND  OF  CADILLAC  OWNER. 


We  did  it  our  way. 

On  four  separate  counts  the  competition's  disbelief  in  Airbus 
Industrie  and  its  products  has  been  proved  wrong. 

Of  the  A300  they  said,  "It  will  never  fly."  When  it  did,  they  said, 
"It  will  never  be  certificated!'  When  it  was,  they  asked,  "Who  will  ever 
buy  it?"  When  we  won  initial  orders,  they  insinuated,  "They'll  never 
support  it  in  service!' 

But  of  course  we  do,  with  an  average  of  98.3%*  despatch 
reliability 

What's  more,  40  airlines  have  so  far  chosen  to  do  it  our  way  - 
and  now  the  competition's  asking  if  we'll  be  able  to  produce  enough 
to  meet  the  demand. 

Compliments  like  that  are  hard  to  come  by.  Little  wonder  that  the 


Airbus  Industrie 


°erhaps  more  than 
Soviet  tanks, 
nflation  is  the 
memy  of  freedom. 
Who  first  suggested 
hat?  Get  ready  for 
%  surprise. 


An  open  letter  to 
the  politicians 


TO  MOST  PEOPLE,  INCLUDING 
those  who  should  know  better, 
the  very  phrase  "Keynesianism" 
means  deficit  financing  and  stimula- 
tory fiscal  policies.  But  these  assorted 
liberals,  expansionists  and  big  govern- 
ment advocates  ought  to  find  them- 
selves another  banner  to  fight  under. 
Why?  Read  on: 

"Lenin  is  said  to  have  declared  that 
the  best  way  to  destroy  the  capitalist 
system  was  to  debauch  the  currency. 
By  a  continuing  process  of  inflation, 
governments  can  confiscate,  secretly 
and  unobserved,  an  important  part  of 
the  wealth  of  their  citizens.  By  this 
method  they  not  only  confiscate,  but 
they  confiscate  arbitrarily,  and,  while 
the  process  impoverishes  many,  it  ac- 
tually enriches  some. 

"The  sight  of  this  arbitrary  rear- 
rangement of  riches  strikes  not  only 
at  security,  but  at  confidence  in  the 
equity  of  the  existing  distribution  of 
wealth.  Those  to  whom  the  system 
brings  windfalls,  beyond  their  deserts 
and  even  beyond  their  expectations  or 


desires,  become  [obscene]  'profiteers,' 
who  are  the  object  of  the  hatred  of  the 
[middle  class]  whom  the  inflation  has 
impoverished,  not  less  than  the 
[working  people]. 

"As  the  inflation  proceeds  and  the 
real  value  of  the  currency  fluctuates 
wildly  from  month  to  month,  all  per- 
manent relations  between  debtors 
and  creditors,  which  form  the  ulti- 
mate foundation  of  capitalism,  be- 
come so  utterly  disordered  as  to  be 
almost  meaningless;  and  the  process 
of  wealth-getting  degenerates  into  a 
gamble  and  a  lottery. 

"Lenin  was  certainly  right.  There  is 
no  subtler,  no  surer  means  of  over- 
turning the  existing  basis  of  society 
than  to  debauch  the  currency.  The 
process  engages  all  the  hidden  forces 
of  economic  law  on  the  side  of  de- 
struction, and  does  it  in  a  manner 
which  not  one  man  in  a  million  is  able 
to  diagnose.  . .  . 

"Governments,  being  many  of 
them  at  this  moment  reckless  in  their 
methods  as  well  as  weak,  seek  to  di- 
rect on  to  a  class  known  as  'profiteers' 
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Put  Burns  bet  wee 


The  bride  spent  a  carefre* 
ding  day — thanks  to  Bun 
Uniformed  Guards.  They  cor 
traffic  and  parking,  directed 
and  protected  the  newlywec 
valuable  gifts.  Burns  Guards 
contribute  to  the  success  of  a 
security  program.  You'll  find 
performing  a  wide  variety  of 
essential  protective  services 
shopping  malls,  banks,  high- 
office  buildings,  industrial  fac 
airports,  sports  arenas,  conv< 
centers  and  nuclear  power  p 


Burns  designs,  installs  an« 
tains  electronic  security 
that  can  include  integrated  a 
the-art  alarm  systems,  ultras 
motion  detectors,  infrared  h 
sensors  and  sophisticated  ai 
visual  devices.  Burns  Integn 
Systems  can  also  monitor  an 
regulate  energy  usage.  Th 
vestment  yields  tangible 
plus  attractive  tax  and  n 
ment  credit  incentives 


du  and  trouble. 


Industrial  pilferage  alone  now 
costs  business  over  $12  billion  an- 
nually. To  help  curtail  such  losses, 
Burns  offers  a  comprehensive  "Total 
Business  Security"  program.  After 
a  thorough  analysis  of  your  needs, 
Burns  provides  a  custom-designed 
combination  of  investigations  serv- 
ices, electronic  equipment  and 
uniformed  guards  to  protect  your 
organization  and  its  assets. 


1 


dent  or  arson? 
e  insurance 
|  turns  to  Burns 
jators  for  the 
.  Burns  professional 
perform  many 
jations  services 
ig  confirmation 
ance  claims, 
ployment 
ng  and 
:hecks, 
as  under- 
perations 
theft,  in- 
.  espionage 
olant  narcotics 
sale. 


At  the  first  sign  of  danger,  a  major 
American  corporation  opera- 
ting in  the  Middle  East  followed  an 
emergency  evacuation  plan  devel- 
oped and  executed  by  Burns 
International  Consultants.  Result: 
company  personnel  and  depen- 
dents were  flown  back  safely  to  the 
U.S. 

Burns  develops  comprehensive 
programs  for  executive  protection, 
loss  prevention  procedures  for 
cash,  securities  and  computer  sys- 
tems, contingency  plans  for  bomb 
threats,  extortion  attempts  or  natural 
disasters. 


rotect  your  people, 
property,  your  profits. 


lurns  International  Security  Services. 


Don't  wait  for  trouble  to  strike.  Send  for  your  free  copy  of  our  helpful  booklet, 
"Protecting  people,  property  and  profits."  Use  the  coupon  below,  or  call  toll-free 
800-621-1776,  Illinois,  312-951-7692. 

□  Please  send  me  a  free  copy  of  "Protecting  people,  property,  and  profits."  « 

□  Please  contact  me  immediately  to  arrange  for  a  confidential  security  I 
services  consultation. 


Name 

Address 

Title 

City  State 

Zip 

Company 

Telephone  Area  Code  (  ) 

Burns  International 
Security  Services,  Inc. 

P.O.  Box  10934  Chicago,  Illinois  60610 


Mail  this  coupon  today.  Or,  for  faster  action, 
call  toll-free  800-621-1776.  Illinois,  312-951-7692 


the  popular  indignation  against  the 
more  obvious  consequences  of  their 
[own]  vicious  methods.  These  'profi- 
teers' are,  broadly  speaking,  the  entre- 
preneur class  of  capitalists,  that  is  to 
say,  the  active  and  constructive  ele- 
ment in  the  whole  capitalist  society, 
who  in  a  period  of  rapidly  rising  prices 
cannot  but  get  rich  quick  whether 
they  wish  it  or  desire  it  or  not.  If 
prices  are  continually  rising  every 
trader  who  has  purchased  for  [inven- 
tory] or  owns  property  and  plant  in- 
evitably makes  profits. 

"By  directing  hatred  against  this 
class,  therefore,  the  governments  are 
carrying  a  step  further  the  fatal  pro- 
cess which  the  subtle  mind  of  Lenin 
had  consciously  conceived.  The  profi- 
teers are  a  consequence  and  not  a 
cause  of  rising  prices.  By  combining  a 
popular  hatred  of  the  class  of  entrepre- 
neurs with  the  blow  already  given  to 
social  security  by  the  violent  and  arbi- 
trary disturbance  of  contract  and  of 
the  established  equilibrium  of  wealth 
which  is  the  inevitable  result  of  infla- 
tion, these  governments  are  fast  ren- 
dering impossible  a  continuance  of 
the  social  and  economic  order. 
.  .  .  But  they  have  no  plan  for  replac- 
ing it." 

This  essay  was  written  in  1919.  The 
author?  No  diehard  conservative 
but  none  other  than  the  famous  En- 
glish economist  John  Maynard 
Keynes.  Many  regard  Keynes  as  a  vil- 
lain responsible  for  much  of  today's 
inflation.  Yet  this  essay  shows  that  a 
concern  with  inflation  was  at  least  as 
central  to  Keynes'  thinking  as  his 
well-known  preoccupation  with  stim- 
ulating demand  in  a  depressed  econo- 
my. Far  from  encouraging  govern- 
ment spending  and  deficit  spending 
under  normal  circumstances,  Keynes 
clearly  regarded  these  things  as  perni- 
cious and  he  had  no  time  for  politi- 
cians who  take  inflation  as  an  easy 
way  out.  People  like  Teddy  Kennedy 
who  regard  inflation  as  preferable  to 
cuts  in  welfare  spending  would  do 
well  to  wrap  themselves  in  another 
robe  than  that  of  Keynes.  A  more 
powerful  diatribe  against  vote-buying 
politicians  who  "debauch  the  curren- 
cy" is  hard  to  imagine.  Our  own  poli- 
ticians would  do  well  to  heed  Keynes' 
warning  against  inflationary  policies 
that  advance  "the  fatal  process  which 
the  subtle  mind  of  Lenin  had  con- 
sciously conceived." 

We  reprinted  Keynes'  original  essay 
unchanged  but  for  minor  cutting  and 
substitution  for  a  few  terms  that  gave 
it  an  obsolete  ring;  we  wanted  to  em- 
phasize the  contemporary  relevance 
of  Keynes'  thinking.  ■ 


John  Maynard  Keynes 

"Profiteers  are  a  consequence  and  not  a  cause  of  rising  prices. 


In  the  long  run,  inflation  will  destroy  our 
society.  In  the  short  run,  many  are  profit- 
ing from  it.  That's  why  it's  so  hard  to  stop. 

We  have  met 
the  profiteers, 
and  they  are  us 


One  of  the  biggest,  as  Keynes  pointed 
out,  is  the  government.  Even  if  Con- 
gress temporarily  relieves  bracket 
creep  with  another  tax  "cut,"  the  U.S. 
Treasury  will  continue  to  profit,  since 
it  is  the  largest  debtor  in  the  land. 
Thanks  to  inflation,  Uncle  Sam  can 
pay  off  a  30-year-old  bond  at  30  cents 
on  the  dollar  or  less.  In  fiscal  1980  the 
Treasury  paid  $40.7  billion  in  interest, 
not  counting  the  money  it  paid  to 
itself  through  the  Federal  Reserve; 


By  William  Baldwin 


Why  is  it  so  hard  to  do  something 
about  inflation?  Because,  says  Alan  S. 
Blinder,  a  Princeton  professor  and  par- 
ticipant in  the  National  Bureau  of 
Economic  Research's  Project  on  Infla- 
tion, for  many  of  us  it's  not  such  a  bad 
thing  over  the  short  run.  "The  loser 
blames  inflation  but  the  winner  never 
credits  inflation,"  he  says. 
Who  are  these  inflation  winners? 
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Now  if  something 
should  happen  to  one  of  us, 
the  show  will  go  on. 


Metropolitan 


Ever  since  college,  Charlie  and  I 
dreamed  of  being  in  the  theater.  But,  since 
we  had  no  talent,  we  found  another  way  in: 
we  bought  a  theater. 

Today  we're  a  great  team  on  the  busi- 
ness side  of  show  business.  Charlie  does 
the  booking.  I  do  the  books.  Our  perform- 
ance couldn't  be  better. 

But  it  took  years  of  hard  work  to  get  us 
where  we  are.  That's  why  we  just  bought 
partnership  insurance  from  Metropolitan. 

This  policy  ensures  that  our  business 
can  survive  even  if  one  of  us  dies.  It  pro- 
vides cash  for  the  surviving  partner  to  buy 
out  his  partner's  heirs.  So  it  protects 
our  business  and  our  families. 

Now  that  Metropolitan  has  made  our 
future  more  secure,  Charlie  and  I  are  think- 
ing of  buying  another  theater.  Which 
shows  that  you  can  go  far  in  this  business 
— if  you  act  intelligently. 

Your  Metropolitan  representative  is  a 
trained  professional  who  understands  the 
needs  of  business  people.  So  whatever  your 
insurance  needs,  Metropolitan  will  really 
stand  by  you. 


Metropolitan  really  stands  by  you. 

LIFE/HEALTH/AUTO/HOME/RETIREMENT 


©1981  Metropolitan  Life  Insurance  Co.,  New  York,  N.Y. 


Princeton  Economics  Professor  Alan  S.  Blinder 

Surprise:  The  federal  government  is  running  a  surplus.  Just  count  the 
hidden  profit  from  paying  off  bondholders  in  inflated  dollars. 


banks  and  various  trust  funds.  But 
during  the  year,  holders  of  Treasury 
securities  lost  about  $63  billion  in 
buying  power. 

So  great  is  this  inflation  gain  that 
the  government  is,  ironically,  running 
a  surplus.  Explains  Blinder:  "When 
there's  inflation  and  therefore  high 
nominal  interest  rates,  a  lot  of  the 
interest  payment — the  preponder- 
ance— is  not  interest  at  all,  but  a  re- 
payment of  principal."  At  the  end  of 
the  year  the  owner  of  a  Treasury  bond 
has  a  fat  pile  of  interest  but  a  com- 
mensurate loss  of  purchasing  power. 
The  shrinkage  in  the  bond's  true  value 
represents  a  hidden  pay-down,  in  real 
terms,  of  the  outstanding  debt.  That 
$63  billion  loss  in  bondholders'  pur- 
chasing power  was  the  government's 
inflation  profit,  and  it  was  more  than 
enough  to  cover  the  government's  re- 
ported $60  billion  deficit  for  the  year. 
By  fiscal  1982  the  inflation  profit 
should  be  large  enough  to  erase  not 
only  the  reported  deficit,  projected  at 
$38  billion,  but  another  $17  billion  in 
off-budget  items  as  well. 

For  an  example  of  a  classic  Keynes- 
ian  profiteer  who  benefits,  willy-nilly, 
from  inflation,  look  at  the  typical 
middle-class  homeowner— not  just 
the  lucky  stiff  who  still  has  a  7% 
mortgage,  but  someone  with  a  16% 
mortgage.  At  today's  10%  inflation 
rate,  even  he  can  come  out  ahead  after 
taxes  because  the  interest  is  fully  de- 
ductible. The  Internal  Revenue  Code's 
failure  to  count  real  rather  than  nomi- 
nal interest  means  the  homeowner 


can,  in  effect,  deduct  principal,  ex- 
plains Blinder.  And  the  offsetting  cap- 
ital gain  realized  on  the  sale  of  a  house 
after  a  period  of  inflation  is  almost 
never  taxed.  In  short,  he  says,  the 
already  generous  tax  subsidies  to 
homeowners  become  downright  lu- 
crative when  inflation  distorts  the 
figures. 

Corporations  complain  that  rising 
costs  put  pressure  on  profit  margins. 
But  they,  too,  can  still  benefit  from 
inflation.  One  of  inflation's  side  ef- 
fects is  to  lubricate  the  marketplace. 
"It  very  often  helps  the  adjustment  of 
relative  prices,"  says  Blinder.  "Some 
sorts  of  prices  and,  especially,  wages 
tend  to  be  sticky  on  the  downside. 
Inflation  is  a  way  to  erode  those  in 
real  terms." 

Example:  the  wages  of  college  pro- 
fessors, which  he  says  have  suffered  a 
30%-to-40%  real  decline  over  the  past 
decade.  Professor  Blinder  is  not  whin- 
ing. "There  are  too  many  of  us,"  he 
says.  "An  efficient  use  of  resources 
calls  for  lower  wages  for  people  like 
us.  That  would  be  very  hard  to  accom- 
plish in  an  inflation-free  environ- 
ment." Corporate  employers  use  in- 
flation to  cut  the  salaries  of  under- 
achievers  by  passing  them  over  on  a 
raise.  Without  inflation  they  would 
have  the  harder  task  of  confronting 
the  issue  squarely. 

Business  also  benefits  as  inflation 
slowly  repeals  vexatious  legislation 
that  would  be  hard  to  repeal  other- 
wise. Consider  the  minimum  wage, 
which  Blinder  says  "hurts  the  most 


disadvantaged  people  by  keeping 
them  out  of  work."  A  cut  in  the  mini-1 
mum  wage  would  have  to  clear  both 
houses  of  Congress  and  be  signed  intd 
law — a  formidable  task.  But  with  in-J 
flation  all  the  opponents  must  do  is 
prevent  enactment  of  an  increase.) 
The  U.S.  Chamber  of  Commerce  has 
had  scant  success  with  its  proposal  tcl 
create  a  lower  minimum  wage  foB 
teenagers.  Now  it's  putting  its  efforts 
into  merely  blocking  further  increases 
in  the  existing  $3.35-an-hour  rate.) 
Two  years  of  10%  inflation  would 
amount  to  a  17.4%  cut. 

Corporations  complain  that  infla- 
tion drives  up  their  true  tax  rates  and 
inhibits  investment.  It  does,  although 
some  of  this  is  a  self-inflicted  wound,, 
such  as  the  failure  to  adopt  last-in- 
first-out  accounting  (Forbes,  Oct.  13,< 
1980).  Yet  inflation  can  also  generate 
negative  tax  rates  on  corporate  invest- 
ment, says  Blinder. 

The  operative  word  is  "can,"  since 
the  tax  rate  depends  on  whether  the 
investment  is  debt-financed — and  on 
who  holds  the  debt.  If  AT&T  has  to 
pay  15%  interest  in  an  era  of  10% 
inflation,  its  real  pretax  interest  rate 
is  5%  and  its  aftertax  cost  is  -2.5%  ori 
so.  If  the  bond  is  owned  by  an  individ- 
ual, he  pays  in  artificially  high  taxesi 
what  AT&T  gains  in  artificially  low 
taxes.  But  if  the  bond  is  held  by  a 
pension  fund,  Blinder  points  out,  itl 
gets  "a  tremendous  kick"  because 
pension  funds  pay  no  income  tax. 
Their  beneficiaries  ultimately  do,  but 
only  after  a  delay  of  up  to  30  or  401 
years.  Taxes  on  business  investment, 
in  other  words,  would  be  lower  in  this 
inflationary  era  if  corporate  pension 
funds  were  fatter  and  loaded  up  with 
corporate  bonds. 

Inflation  also  levies  a  tax,  practically 
the  only  one,  on  criminals.  "It's  a  tax; 
on  the  holding  of  cash,"  says  Blinder. 
Mafiosi  and  other  tax  evaders  have  a 
disproportionate  cash  hoard,  he  says, 
so  inflation  transfers  wealth  from 
them  to  the  rest  of  us.  Holders  of  the 
$50  billion  outstanding  in  $100  bills, 
for  example,  are  losing  almost  $5  bil- 
lion a  year  in  purchasing  power.  "And 
how  often  have  you  seen  a  $100  bill?" 

Sounds  wonderful,  doesn't  it?  But 
Blinder  is  no  fan  of  inflation.  His 
point  is  simply  this:  Inflation  is  deep- 
ly rooted  in  the  economy  because  so 
many  people  and  institutions  benefit 
from  it  without  knowing  it. 

In  the  short  run,  that  is.  Over  the 
long  run?  Remember  Keynes'  warn- 
ing: "The  process  engages  all  the  hid- 
den forces  of  economic  law  on  the 
side  of  destruction,  and  does  it  in  a 
manner  which  not  one  man  in  a  mil- 
lion is  able  to  diagnose."  ■ 


so 


FORBES,  JUNE  22,  1981 


The  world's  largest  producer  of  TV  tubes  brings  you 

any  TV  program  for  20%  less. 


ishiba  power  technology  at  work. 


Any  TV  program  you  watch  uses  20%  less  electrical 
power  when  it  comes  to  you  via  Toshiba's  minineck  TV 
tube.  Toshiba  was  the  first  to  produce  an  electromagnetic 
beam  control  that  can  function  as  precisely  in  a  narrow 
area  as  ordinary  tubes  do  in  a  wide  area.  You  see  the 
same  quality  picture,  but  at  a  much  lower  cost.  And  the 
savings  are  all  yours. 

Advances  in  television  technology  are  par  for  the 
course  at  Toshiba,  the  world's  largest  maker  of  standard 
color  TV  tubes.  Between  1968  and  1979,  for  example, 
we  have  reduced  color  television  power  consumption  of 
ordinary  19"  sets  from  340W  to  70W.  And  our  exclusive 
BLACKSTRIPE  "  system  was  a  pacesetter  in  better  color 
reproduction,  resolution  and  separation. 

At  Toshiba,  with  over  a  century  of  experience,  more 
than  100,000  people  are  dedicated  to  expanding  the 
applications  of  technology  to  make  the  world's  energy 
resources  go  as  far  as  possible  in  the  fields  of  consumer 
electronics  and  appliances,  industrial  electronics  and 
heavy  industrial  equipment. 

TOSHIBA 

...  In  Touch  with  Tomorrow 


ALLEGHENY 
INTERNATIONAL 

Special  skills  for  special  needs. 


The  F-15,  America's  most  advanced 
fighter,  uses  superalloys,  titanium, 
gauges,  sensors,  electronic 
devices  —  all  high  technology 
specialties  of  Allegheny 
International. 


SPECIAL  SKILLS  IN 
AEROSPACE/DEFENSE 

Allegheny  International  is  deeply 
involved  in  the  high  technologies  and 
new  technologies  of  aerospace  and 
defense.  Modern  military  aircraft  use 
our  superalloys,  titanium,  gauges, 
sensors  and  electronic  devices;  we 
produce  many  of  the  special  metals 
needed  for  jet  engines,  gas  turbines, 
rocket  engines,  missiles  and  space- 
craft. We  also  supply  electromagnetic 
and  electronic  components  for  tacticai 
weapons,  anti-missile  detection  sys- 
tems, and  other  "smart"  weapon 
applications. 


f 


Communications 
satellites  carry 
many  of  our 
electronic 
elements. 


Our  lead  frames  are  the  backbone 
of  chip  circuitry. 


SPECIAL  SKILLS 
IN  ELECTRONICS 

Allegheny  International  companies 
are  leading  suppliers  of  digital  tape 
and  disk  drive  recorders  and  other 
components  for  minicomputers.  We 
produce  advanced  testing,  measuring 
and  sensing  devices  for  electrical  and 
electronic  systems  used  in  the  auto- 
motive, utility,  manufacturing  and 
computer  industries.  We  also  produce 
many  types  of  permanent  magnets, 
powder  cores,  and  focusing 


magnets.  The  latter  used  in  microv 
amplification— the  means  for  sate 
and  cable  TV  transmission. 

SPECIAL  SKILLS  IN 
SAFETY/  PROTECTIOI 

Allegheny  International's  fire  dete 
and  fire  suppression  systems  are 
ca!  in  military  and  civilian  jet  engi 
cabin  cargo  sections  of  planes,  in : 
engine  rooms,  in  pipeline  pumpin 
stations,  computer  centers,  prints 
plants,  off-shore  rigs,  power  gene 
stations,  hospitals  and  restauranl 
Our  systems  are  able  to  react  —  in 
cases,  in  milliseconds. 

Our  fire  protection  systems  prote 
NATO  vehicles  like  this 
Chieftain  tank. 


leny  Ludlum  Industries  is  now 
teny  International.  A  new  com- 
llready  operating  on  six  conti- 
a  new  company  with  sales  over 
llion;  a  new  company  with  spe- 
xoducts  that  are  pushing  at  the 
:rs  of  their  technologies;  a  new 
my  committed  to  growth  in  some 
world's  fastest  growing  markets: 
>nics,  aerospace  and  defense, 
and  protection,  healthcare,  food 
sing  and  transportation. 


FINANCIAL  HIGHLIGHTS 

Net  Soles 
(Millions) 

Earnings 
Continuing 
Operations 

1st  Quarter 

1981 

$  487.3 

$20.8 

1st  Quarter 

1980* 

417.2 

13.3 

Year 
1980* 

1,591.1 

76.0 

Year 

1979* 

1,516.6 

54.9 

'Assumes  AL  Steel  divested,  Wilkinson  Sword  and 
Schenuit  acquired  before  1979. 

At  Allegheny  International,  we're  spe- 
cialists with  unique  skills  and  expertise. 
We  believe  that  applying  those  special 
skills  to  meet  special  needs  is  the  way 
to  grow  even  bigger.  On  these  pages 
are  some  ways  our  specialty  products 
and  services  are  already  at  work. 


ALLEGHENY 
INTERNATIONAL 


For  more  information,wnte  us.  Allegheny  International, 
Inc., Box  456  B  Two  Oliver  Plaza,  Pittsburgh,  PA  15230 


The  world's  first  disposable,  erasable 
ballpoint  pen,  from  Scripto. 


SPECIAL  SKILLS  IN 
>NSUMER  PRODUCTS 

ieny  International's  consumer 
rfs  have  one  thing  in  common: 
ire  high  quality,  functional  prod- 
srving  recurring  consumer  needs, 
son  shaving  products  have 
strong  worldwide  distribution. 

Wilkinson  cutting 
instruments  and 
garden  tools  are 

True  Temper  is 
famous  for  metal 
racquet  frames, 
golf  shafts  and 
garden  tools. 

considered  the 
world's  finest. 
D'sfull  line  of  writing  instruments 
es  innovations  such  as  dispos- 
rasable  pens  and  revolutionary 
hin  lead  mechanical  pencils. The 
uit  line  of  hardware  includes 
:urniture  and  gardening  equip- 
3nd  the  Vitamaster  line  of  exer- 
id  fitness  equipment. 

A.  can  monitor  anesthetic  and 
atory  gases  of  16  patients 


SPECIAL  SKILLS  IN 
HEALTH  CARE 

ieny  International's  Allied 
icare  subsidiary  makes  a  broad 
of  products  for  hospitals.  Moni- 
systems,  medical  gas  piping 


systems,  anesthesia 
machines,  gas 
regulators  and 
flowmeters,  and  even  a  complete  in- 
wall  unit  which  includes  outlets  for 
everything  from  oxygen  supply  and 
suction  devices  to  lights  and  telephones. 

SPECIAL  SKILLS  IN 
FOOD  PROCESSING 

Processing  and  preserving  foods  is  a 
growing  part  of  Allegheny  Interna- 
tional's business.  Our  cryogenic  freez- 


SPECIAL  SKILLS  IN 
TRANSPORTATION 

Allegheny  International  is  in  the  thick 
of  the  battle  to  make  transportation 
cheaper,  easier,  more  efficient.  In  the 
automotive  industry,  we  help  make 
cars  and  trucks  run  more  efficiently 
with  thermostats  and  other  controls, 
and  we're  taking  weight 
out  of  engines, 


ers  are  used  in  the  meat,  fish,  poultry, 
bakery  and  convenience  food  indus- 
tries. Our  Votatorcan  heat,  cool,  freeze 
or  evaporate,  making  it  ideal  for  ultra- 
sanitary  preparation— from  cooking 
and  cooling  tomato  paste  to  slush 
freezing  concentrates.  Other  products 
include  mixers,  blenders, 
deodorizers,  fillers, 
conveyors  and  slicers.  j 


Carbon  Dioxide 
(C02)  from  Cardox 
puts  the  bubbles  in 
America's  favorite  drinks 
and  freezes  our  favorite 
foods. 


The  Wilkinson  self  sharpening  knife 
gets  a  new  edge  each  time  it's  used. 


transmissions  and  shock  absorbers 
with  lighter,  less  costly  powdered 
metal  parts.  We  help  make  vehicles 
safer,  too,  with  back-up  and  door  ajar 
warning  systems.  We're  helping  trains 

Equipped  with  our  new  fast  warm 
up  device  for  cold  starts,  diesel  engines 
run  cleaner  on  less  fuel. 


run  smoother  at  lower  maintenance 
costs  with  new  and  improved  products, 
ranging  from  railroad  wheels  and 
axles  to  continuous  welded  rail  and 
track  anchoring  systems.  At  Allegheny 
International,  we're  helping  every 
way  we  can. 


Bank  of  America's  earnings  are  down.  But 
its  new  boss  aims  to  restore  profit  growth 
by  strategies  great  and  small. 


Variable  rates 
and  paper  clips 


By  Michael  Kolbenschlag 

T|  here's  a  world  of  difference 
between  $114  billion  (assets) 
Bank  of  America  and  the  local 
savings  and  loan  association.  Yet  the 
big  San  Francisco-based  bank  and 
Anytown,  U.S.A. 's  typical,  troubled 
mortgage-lender  face  similar  prob- 
lems in  the  new  environment  of  vola- 
tile, soaring  interest  rates. 

Both  have  lingering  amounts  of 
long-term  loans  made  in  the  past  at 
fixed  rates  of  interest  and  both  have 
been  forced  in  the  last  two  years  to 
pay  out  higher  interest  to  attract  de- 
posits. Thus,  interest  received  on  the 


old  mortgages  amounts  to  less  each 
month  than  interest  paid  out  on  the 
deposits.  In  one  case  the  result  has 
been  losses  so  large  as  to  imperil  over 
100  S&Ls.  In  the  other  case,  losses 
have  been  large  enough  to  trim  even 
vast  Bof  A's  current  earnings. 

Bank  of  America  earnings  fell 
19.2%  in  the  first  quarter  of  1981,  are 
expected  to  be  down  again  in  the  sec- 
ond quarter  and  would  have  fallen  in 
the  fourth  quarter  of  1980  but  for  ex- 
ceptional, one-time  gains. 

What  happened  to  BofA  is  that  its 
mountain  of  5.25%  passbook  savings 
and  other  low-rate  time  deposits 
evaporated  from  $15  billion  in  1977  to 


$8  billion  today  under  the  pull  of  high- 
er interest  offered  by  the  money  funds 
and  by  BofA  itself  in  short-term  cer- 
tificates of  deposit.  But  while  the 
bank  was  paying  up  to  15.7%  on  de- 
posits, it  was  receiving  an  average  of 
10.7%  on  its  $15  billion  portfolio  of 
mortgage  loans  and  13%  on  its  $9.5 
billion  of  consumer  loans,  like  three- 
and  four-year  auto  loans. 

At  one  point  in  1980  this  "mis- 
matching," as  the  bankers  call  it,  left 
BofA  with  $8  billion  in  fixed-rate 
loans  being  funded  with  deposits  on 
which  interest  rates  were  rising. 

It  was  this  situation  that  confront- 
ed 42-year-old  Samuel  H.  Armacost 
when  he  took  over  as  BofA's  presi- 
dent in  April,  succeeding  A.W.  (Tom) 
Clausen,  who  had  led  the  bank  for  the 
previous  11  years.  "I  didn't  create  the 
environment,  but  my  job  is  to  manage 
this  institution  through  it,"  says  Ar- 
macost, referring  not  to  Clausen's 
reign  but  to  the  environment  con- 
fronting all  financial  institutions  to- 
day. "I  am  not  going  to  lay  back  and 
let  the  waves  wash  over  us." 

So  Armacost,  a  Stanford  M  B. A. 
who  rose  from  credit  trainee  to  chief 
executive  in  only  20  years,  set  about 
equipping  BofA  with  new  policies  to 
fit  the  times. 

First,  Bank  of  America  will  make 
almost  no  new  fixed-rate,  long-term 
loans  on  real  estate.  Also,  most  new 
consumer  loans  are  to  be  priced  on  a 
floating  basis  as  quickly  as  the  bank 


'--Sr. 


Bank  of  America  President  Samuel  H.  Armacost  framed  by  San  Francisco  Bay 
The  view  from  the  top  is  for  three  years  of  sawtooth  swings. 
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YOU  DOPTT 
KEEP  A  CLIENT 

LIKE  KALE 

IF  YOU  DON 

DO YOUR 


Whether  you're  a 
tudent  or  an  insurance 
ompanyYale  is  a  tough 
)lace  to  get  good  grades. 

So  keeping  them  as  a 
lient  since  1928  means 
ve've  passed  some  pretty 
lifficult  tests. 

In  fact,  by  making  good 
ervice  our  most  impor- 
ant  policy  we've  been 
getting  As  from  over 
15,000  clients  for  25 


years  or  more. 

TTiey  range  from  multi- 
million  dollar  corporations 
that  need  group  plans  to 
business  owners  who 
need  estate  plans.  And 
though  there  are  major 
differences  among  them, 
there's  something  they 


all  have  in  common. 

They're  pretty  tough 
customers. 

And  we  wouldn't  have 
it  any  other  way  Because 
at  Connecticut  General, 
building  long  relationships 
with  demanding  clients  is 
standard  procedure. 

You  might  even  say  it's 
the  reason  our  relationship 
with  Yale  has  turned  into 
a  textbook  case. 


CONNECTICUT  GENERAL 
SOME  PRETTY  TOUCH  CUSTOMERS 

Group  Insurance  and  Pension  •  Individual  Insurance  •  Property/  Casualty  (CC/Aetna)  •  Investments 
Connecticut  General  Insurance  Corporation,  Hartford,  Connecticut  06152 


HAPPY. 


$65,000,000 

FROM  AN 

ANONYMOUS 

DONOR. 


To  most  people,  we're  anonymous. 

To  our  shareholders  we're 
famous,  because  last  year  they 
got  $65,000,000  in  dividends.  The 
payout  per  common  share  was 
up  32%  from  1979  and  was  double 
the  rate  in  78.  In  fact,  we've 
raised  our  dividends  every  year 
since  1970. 

We're  Genstar,  a  company  with 
revenues  of  $2.3  billion  and  net 


income  of  $154  million  in  1980. 
Over  the  past  10  years,  our  revenues 
and  earnings  per  share  have  both 
grown  at  a  compound  rate  of  30%  a 
year;  net  income,  at  an  average  of 
39%  annually. 

We're  in  building  materials; 
land  and  real  estate  development; 
financial  and  marine  services. 

We're  active  in  the  United 
States  and  Canada.  And  on  the  New 


York  and  Pacific  Stock  Exchanges. 

Find  out  more  about  us  througl 
your  broker,  or  call  800-648-5600 
(in  Nevada,  call  800-992-5710),  as! 
for  Operator  153. 

And  we'll  send  you  one  of  the 
most  interesting  success  stories  yoi 
never  heard  of. 


Our  success  is  unheard  of. 


(Dollar  amounts  are  Canadian. ) 

Executive  Offices,  Three  Embarcadero  Center,  San  Francisco,  CA  94111 


can  get  its  computer  programming  up 
to  speed. 

Variable-rate  lending,  while  protect- 
ing BofA  from  the  kind  of  mismatch 
that  is  hurting  current  earnings,  can 
present  other  dangers,  however.  "You 
can  catch  the  credit  risk  coming  back 
in  defaults,"  says  Armacost.  So  while 
BofA  will  soon  offer  a  mortgage  on 
which  the  interest  rate  can  rise  1% 
every  six  months,  with  no  maximum 
ceiling,  it  will  be  far  tougher  in  screen- 
ing the  creditworthiness  of  its  loan 
customers.  The  old  lending  rule  of 
mortgage,  tax  and  insurance  equaling 
30%  of  gross  income  or  less  will  not 
necessarily  apply. 

Armacost  is  installing  this  flexible- 
rate  defense  to  get  the  bank  through 
the  uncertainty  he  sees  immediately 
ahead.    "These    are    truly  special 


"I  didnt  create  the  environ- 
ment, but  my  job  is  to  man- 
age through  it,"  says  Arma- 
sost.  "I  am  not  going  to  let 
the  waves  wash  over  us." 


times,"  he  says,  looking  out  across 
San  Francisco  Bay  from  his  40th-floor 
affice  in  BofA's  headquarters.  "Even 
though  Reagan  economics  will  lessen 
the  volatility  of  interest  rates,  it  could 
3e  two  to  three  years  before  we  see  an 
:nd  to  these  sawtooth  swings." 

But  with  defense  for  the  future  in 
place,  Armacost  still  faced  the  prob- 
lem of  current  losses  caused  by  the 
mismatch.  To  stem  such  losses,  Ar- 
macost is  using  a  stratagem  that  he 
developed  last  year  while  head  of 
3ofA's  money  loan  policy  committee. 
Instead  of  trying  to  corral  departing 
passbook  savers  with  higher  short- 
term  rates,  he  decided  it  would  be 
wiser  to  offset  their  departure  by  at- 
tracting more  institutional  funds  at 
:ixed  rates  for  longer  maturities.  At  a 
nodest  spread  over  U.S.  Treasury 
'ates  he  could  woo  pension  fund  and 
nsurance  company  money  away  from 
government  securities  to  BofA's 
:ixed-rate  negotiable  certificates  of 
deposit.  The  bank  also  took  on  a  lot  of 
iebt  in  the  three-to-five-year  range. 
3y  such  tactics  Armacost  almost  dou- 
bled the  average  length  of  BofA's  CD 
3ortfolio  in  1980,  to  six  months,  at  an 
iverage  fixed  rate  of  13%.  Currently, 
;ven  though  rates  have  shot  up  once 
igain,  he  is  maintaining  an  average 
maturity  close  to  six  months  at  less 
than  14'/2%  interest. 

How  do  fixed-rate  deposits  at  such 
listorically  high  rates  help  ease  the 
tmrden?  Richard  Leech,  vice  president 
:>f  Keefe,  Bruyettc  &  Woods,  Inc., 
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explains:  "They  can  flip  those  fixed- 
rate  funds  into  variable-rate  assets 
like  overnight  Eurodollars  at  18%  to 
20%  and  start  compensating  for  the 
liability  mismatch  that  has  been 
screwing  them,"  says  Leech.  In  other 
words,  the  bank  can  earn  enough  on 
the  Eurodollars  to  offset  losses  on  the 
mortgages  and  auto  loans. 

Leech  believes  that  Armacost's 
strategy  will  pull  BofA  out  of  its  earn- 
ings nose  dive  and  allow  the  bank  to 
finish  1981  at  least  on  a  profits  par 
with  1980.  Deputy  Cashier  L.W.  Teel 
agrees  that  the  scheme  is  working. 
"The  $8  billion  mismatch  we  had  in 
1980  has  been  trimmed  to  $6  billion 
today,"  he  says,  "and  we  hope  to  get 
another  $1  billion  off  this  year." 

That  is  the  great  benefit  of  BofA's 
size  and  scope:  Faced  with  an  awesome 
mismatch,  it  can  take  on  $3  billion  of 
institutional  deposits  and  debt,  put 
them  out  again  at  a  5%  spread  or  more 
and  possibly  earn  $150  million,  nearly 
25%  of  the  bank's  $643  million  1980 
net  income,  in  very  short  order. 

But,  even  as  the  lowliest  S&L,  the 
mighty  must  also  watch  expenses. 
BofA's  operating  expenses  rose  21% 
in  the  first  quarter,  to  $647.2  million 
on  an  annualized  basis.  Armacost, 
looking  for  other  ways  to  return  the 
bank  to  the  17%  annual  earnings 
growth  the  bank  has  enjoyed  over  the 
last  five  years,  is  expected  to  trim  the 
number  of  BofA's  1,100  branches  in 
California  by  substituting  automated 
tellers.  He  also  has  a  sharp  eye  for 
possible  reductions  in  the  bank's  in- 
ternational network  of  122  branches 
and  20,000  people — the  sector  where 
he  spent  six  years  of  his  career. 

He  is  even  counting  the  paper  clips, 
as  hundreds  of  harried  S&L  presidents 
round  the  country  must  be  doing 
these  days.  Most  of  them,  of  course, 
would  gladly  trade  a  month's  wage 
just  to  have  the  stationery  concession 
for  BofA.  "It  sounds  small  but  we 
spend  $83  million  on  paper,  pencils 
and  paper  clips  each  year,"  says  Ar- 
macost. "We  can  do  with  less." 

BofA's  quarterly  earnings  decline 
this  year  was  the  first  such  in  14 
years,  and  it  received  a  lot  of  attention 
in  the  press  and  from  security  ana- 
lysts. The  attention,  and  the  implied 
criticism  of  bank  management,  an- 
gered Armacost,  who  thought  BofA 
was  taking  flak  for  a  situation  that 
applied  to  the  whole  banking  and  fi- 
nance business.  Spurred  by  that  anger, 
he  has  hit  the  deck  running  in  his  new 
job,  and  the  big  bank's  performance  in 
the  next  year  or  so  should  be  interest- 
ing to  watch.  There  is,  after  all,  a 
world  of  difference  between  Bank  of 
America  and  Anytown's  S&L.  ■ 


Free. 

Export- 
Import 
Country 
Guides. 

These  Swissair  guides  can  be 
an  invaluable  resource  to 
companies  involved  in 
import  and  export  marketing. 
The  guides,  reprints  of  up-to- 
date  comprehensive  export/ 
import  information,  are 
available  from  Swissair  at  no 
cost.  Just  check  those  you 
need. 

Be  sure  to  contact  us  if  you 
have  any  additional  questions. 

□  Austria 

□  Romania 

□  Singapore 

□  Thailand 

□  China 

□  Indonesia 

□  Sri  Lanka 

□  Kuwait 

□  Saudi  Arabia 

□  Turkey 

□  S.  Africa 

□  Nigeria 


□  Algeria 

□  Ivory  Coast 

□  Zaire 


Name. 


Company  

Address  

City  _ 

State   Zip  

1  KM  h-23 

Mail  to:  Swissair 
Box  845.  Radio  City  Station 
New  York,  N.Y.  10101 

-Swissair 
Cargo 


Tandem  Computers  figures  it  has  the  ma- 
chines to  take  it  to  $1  billion,  so  it  works  at 
preparing  its  people for  problems  of  bigness. 

Beyond  the 
better  mousetrap 


Tandem  President  James  Tre)<big  sharing  corporate  culture  with  employees 
Seminars  and  stock  options  for  all  on  the  way  to  $1  billion  sales. 


By  Kathleen  K.  Wiegner 

In  Tom  Wolfe's  book  The  Right 
Stuff,  he  reveals  the  key  to  train- 
ing the  first  astronauts.  The  as- 
tronauts, writes  Wolfe,  were  taken 
through  simulations  of  space  orbit  so 
many  times  that  when  they  actually 
made  it  into  space  the  trip  was  as 
familiar  as  driving  to  work.  Any  prob- 
lems had  to  be  so  familiar  that  they 
would  seem  routine. 

Like  astronauts,  the  senior  and 
middle  managers  of  little  Tandem 
Computers  Inc.  are  being  put  through 
a  training  course  in  expectation  of  the 
time — set  for  internal  purposes  in 
1985— when  $109  million  (sales)  Tan- 
dem becomes  a  $1  billion  company.  In 
two-day  seminars  they  run  through 
courses  on  hiring,  delegating  responsi- 
bility, new  markets,  new-product  de- 
velopment and  Tandem's  basic  corpo- 
rate philosophy.  When  the  great  day 
arrives,  the  problems  and  differences 


that  come  with  bigness  should  seem 
old  hat. 

"We  use  $1  billion  not  as  a  sales 
forecast  but  to  think  about  the  prob- 
lems that  come  when  you  get  that 
big,"  says  James  Treybig,  40,  Tan- 
dem's president.  "We  need  to  antici- 
pate growth  so  people  can  recognize 
the  problems  that  come  with 
growth."  Eventually  all  of  Tandem's 
1,890  employees  will  take  that  train- 
ing in  anticipating  growth. 

Planning  for  $1  billion  in  sales  is 
neither  arrogant  nor  farfetched.  The 
Cupertino,  Calif.-based  minicomput- 
er company  has  one  of  the  hottest 
track  records  in  a  hot  industry.  Since 
going  public  in  1977,  Tandem's  rev- 
enues have  soared  from  $8  million  to 
$109  million;  earnings  have  risen 
from  $325,000  to  $1 1  million.  For  the 
first  six  months  of  this  fiscal  year — 
which  ends  Sept.  30 — revenues  surged 
to  $88  million,  from  $45.7  million  in 
the  first  half  of  fiscal  1980,  and  net 


income  equaled  the  $1 1  million  Tan- 
dem made  in  all  of  last  year.  In  order 
to  reach  $1  billion  by  1985,  revenues 
must  grow  at  a  compound  annual  rate 

of  50%. 

Treybig,  a  lean  Texan  with  a  bach- 
elor's degree  in  electrical  engineering 
and  an  M.B.A.  from  Stanford, 
worked  for  more  than  five  years  as  a  i 
marketing  manager  at  Hewlett-Pack- 
ard before  he  started  Tandem  with 
three  other  H-P  employees  in  1974. 
He  also  spent  over  a  year  as  a  limit- 
ed partner  at  Kleiner,  Perkins,  Cau- 
field  &.  Byers,  the  San  Francisco  ven- 
ture-capital firm,  working  on  his 
business  strategy  and  his  plan  for  a 
better  mousetrap. 

The  mousetrap  that  Treybig  and  I 
two  computer  engineers  came  up 
with  was  a  way  of  linking  two  or 
more  central  processing  units  togeth- 
er, so  that  if  there  was  a  failure  any- 
where in  the  system,  work  would 
automatically  shift  to  another  part  of 
the  system  while  the  faulty  parts  were 
fixed.  The  computer  could  keep  run- 
ning. The  Tandem  NonStop  system — 
Treybig  says  he  got  the  idea  from 
Hewlett-Packard  customers  who  were 
looking  for  such  capability — was  an 
instant  hit  with  banks,  hospitals,  dis- 
tribution outfits,  government  agen- 
cies, even  racetracks  where  betting  is 
computerized.  "If  you  run  a  business 
with  a  computer,  whether  you're  a  big 
bank  or  a  travel  agency,  your  comput- 
er can't  be  down,"  explains  Treybig. 
"Every  customer  we  talk  to  says  his  is 
the  worst  problem." 

Because  Tandem's  computers  can 
be  linked  together  without  any  soft- 
ware changes,  a  bank  or  hospital  can 
start  with  two  processors — which  sell 
for  around  $200,000 — and  eventually 
add  on  14  more  of  the  boxes.  This 
system  in  turn  can  be  hooked  up  with 
other  systems  anywhere  in  the  world. 
First  Chicago  Corp.  currently  uses  31 
Tandem  computers  in  a  worldwide 
network  to  manage  everything  from 
currency  transactions  to  its  automat- 
ed tellers. 

Having  established  his  niche,  Trey- 
big so  far  has  shown  that  he  has  a 
good  grip  on  financing  Tandem's  ex- 
plosive growth.  The  company  has  al- 
most no  long-term  debt,  earned  a  tidy 
21% -on  equity  last  year,  and  uses  its 
$99  million  in  cash  balances  to  pro- 
duce interest  income  amounting  to 
25%  of  this  year's  first-half  pretax 
earnings. 

When  he  needs  capital  to  finance 
the  next  phase  of  Tandem's  expan- 
sion, Treybig  can  go  again  to  the  equi- 
ty market,  as  he  has  done  three  times 
since  going  public.  He  avoids  debt,  he 
says,  because  "when  you're  selling 
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the  Savin 840,bundles  of  tiny  optical  fibers  replace  the  usual  array  of  mirrors 
d  lenses.  Fewer  parts  and  less  maintenance  means  more  reliability, 
also  means  less  space  and  weight, and  we've  always  had  a  shorter  paper  path, 
i  also  include  a  few  more  things  like  a  microprocessor  and  Self  Diagnostics. 


The  Savin  840.  Smart  things 
me  in  small  packages. 


i  and  Savin  logotype  are  registered  trademarks  o(  Savin  Corporation. 
!1  Savin  Corporation.  Valhalla,  N.Y.  10595 


Last  year,  hal 
decision  makers  g 


Corporate  jets 


More  to  the  point,  they  had 
every  reason  for  doing  so. 

Because,  until  now,  execu- 
tives who  found  themselves  tak- 
ing thirty  or  forty  long-distance 
business  trips  a  year  had  but  two 
options. 

The  first  was  the  airlines. 
The  subway  system  of  the  sky,  so 
to  speak. 

The  second  was  the  private 
corporate  jet.  For  executives  with 
the  muscle  tone  to  sit  cramped 
for  hours,  the  patience  to  keep 
stopping  for  fuel  and  inordinate 
amounts  of  money  to  burn. 
The  airlines:  Even  as  they 
raise  their  fares, 
they  lower  our  expectations. 

The  airlines  have  two  major 
drawbacks.  The  routes  they  don't 
fly,  and  the  routes  they  do  fly. 

CAB  statistics  covering  the 
two-year  period  since  the  onset  of 
deregulation  show  that  less  profit- 
able routes  are  being  dropped  at 
the  alarming  rate  of  over  42  cities 
per  year. 

On  routes  thev  do  fly,  rising 
air  fares  are  overtaken  only  by  ris- 
ing columns  of  red  ink,  making  fur- 
ther price  hikes  more  than  likely. 

And  let's  not  forget  the  traffic 


jams  to  the  heavily  congested 
airports,  the  long  lines  at  the 
ticket  counter  and  the  gate,  the 
indifferent  flight  attendants,  the 
curious  food,  the  movie  they  show 
while  you're  trying  to  work,  and,  of 
course,  the  luggage  that  flies 
north  even  as  you  fly  south. 

What  you  can  forget  is  the 
most  important  requirement  of 
high-level  business  travel  in  the 
twentieth  century. 

Random  access.  The  ability 
of  an  executive  to  fly  anywhere  at 
a  moment's  notice.  Be  it  to  sign  a 
merger,  beat  a  deadline,  handle  a 
crisis  or  negotiate  a  treaty. 

There  is,  in  fact,  only  one  con- 
ceivable way  for  a  corporation  to 
give  its  top  executives  random  ac- 
cess to  jet  transportation. 

Give  them  random  access  to 

a  jet. 

And  considering  the  aircraft 
available  until  now,  the  reluctance 
of  most  corporations  to  do  so  is 
almost  forgivable. 
The  corporate  jet:  If  man  was 
meant  to  fly,  why  did  they 
make  it  so  expensive? 

The  forerunners  of  corporate 
aircraft  like  the  Falcon  50  and  the 
Gulfstream  III  were  designed  fif- 


teen and  twenty  years  ago  re 
tively,  when  a  gallon  of  jet  fuel 
less  than  a  dime. 

Which  explains  why  the 
signers  were  so  unstinting  in 
amount  of  fuel  they  allowed  t 
machines  to  feed  on. 

But  then,  in  the  sixties,  y 
could  get  away  with  things  lik 

The  problem  is,  the  basi 
signs  of  the  airplanes  and  th< 
built-in  need  for  large  amoum 
fuel  that  go  with  them  have  b 
perpetuated  in  their  newest 
offspring. 

So  that  flying  the  Gulfstr 
across  the  Atlantic  and  back, 
example,  requires  the  purcha 
no  less  than  5,230  gallons  of 

(The  Gulfstream  III  is  als 
every  bit  as  noisy  as  its  pred( 
sors.  Nearly  three  times  as  lo 
the  Challenger  on  takeoff,  twi 
"  loud  on  approach  for  landing 
over  four  times  as  loud  on  si 
which  is  precisely  where  nois 
has  the  most  impact  on  the 
surrounding  community.) 

What  executives  clearly 
quire,  then,  are  corporate  jets 
strike  an  entirely  new  balance 
tween  bigness  and  comfort  c 
one  hand  and  uncompromisi 


ti Iff  on  of  the  world's 
n  the  wrong  plane. 


The  airlines 


/  on  the  other. 

id  that  can  hardly  arise 

:oncept  of  air  travel  based 

Base  and  abundance  of 

ies. 

las  to  come  from  a  con- 
air  travel  born  of  the  gas 
id  fuel  shortages  and 
kes  of  the  seventies. 

)anadair  Challenger: 
.will  fly  you  more 
mically  and  in  greater 
lfort  than  any  other 
continental  corporate 
jet  in  the  world. 
jmemberthe  5,230  gallons 
/ou  need  to  fly  the  Gulf- 
Ill  across  the  Atlantic?  The 
ger  will  make  the  same  trip 
>5  gallons. 

/erall,  the  Canadair  Chal- 
averages  a  22%  lower  rate 
:onsumption  per  mile  than 
tream  III, 
/the 

'ate  of  fuel  consump 
I  mile  as  the  far  smaller 
50  and,  hard  as  it  may  be 
ive,  a  3%  lower  rate  of  fuel 
nption  per  mile  than  the 
ort- range  Ralcon  20F. 
it  the  Challenger  is  bigger 
of  them  in  the  one  dimen- 


sion most  critical  to  passenger 
comfort  and  a  realistic  working  en- 
vironment: width. 

Measured  at  the  floor  line, 
both  the  Canadair  Challenger  and 
the  bigger,  even  longer-range 
Canadair  Challenger  E  are  roughly 
30%  wider  than  the  Gulfstream  III 
and  48%  wider  than  the 
Falcon  50. 

And  speaking  of  range. 

The  IFR  range  of  the  Cana- 
dair Challenger  makes  it  one  of 
the  few  corporate  jets  in  existence 
that  can  cross  the  Pacific  with  one 
stop. 

Or  fly  from  New  York  to  the 
Middle  East  with  one  stop. 


Or  fly  from  Honolulu  to  Den- 
ver non-stop. 

Or  from  Washington  to  Lon- 
don non-stop. 

For  the  first  time  in  history, 
private  intercontinental  business 
travel  is  a  practical,  economical 
reality. 

We're  sorry  it  took  so  long. 

For  more  information  on  the 
Challenger,  call  James  B.  Taylor, 
President  of  Canadair  Inc.,  at 
(203)  226-1581.  Or  write  Cana- 
dair Inc.,  274  Riverside  Avenue, 
Westport,  CT  06880. 


against  larger  companies  like  IBM  or 
Data  General  you  have  to  look  safe 
financially  to  your  customer." 

And  also  because  he  can  get  equity 
money  dirt  cheap  and  without  dilu- 
tion while  Tandem  sells  at  around  48 
times  this  year's  anticipated  earnings 
of  $26  million,  or  $2. 1 5  a  share.  At  the 
recent  price  of  $103  a  share — for  a 
company  that  earned  $1.06  a  share 
last  year — investors  are  buying  the  vi- 
sion of  the  multibillion-dollar  com- 
pany Tandem  may  become. 

Is  that  vision  realistic?  The  pros- 
pects at  least  are  bright.  "Tandem  has 
several  more  years  of  well  above  50% 
annual  growth  based  on  its  existing 
customers  [most  of  them  large  compa- 
nies] adding  new  equipment,"  says 
Michael  De  Santis,  a  partner  at  San 
Francisco's  investment  banking  firm 
Robertson  Colman  Stephens  &  Wood- 
man. Nationwide  banking  and  the  ac- 
celeration of  electronic  funds  transfer 
are  trends  that  will  send  Tandem's 
financial  customers  scurrying  back  for 
more  computers. 

But  most  reassuring  of  all  is  that 
Treybig's  Tandem  is  developing  cor- 
porate muscle  tone  now,  in  the  heady 
growth  days,  that  should  serve  it  well 
when  the  going  gets  tougher. 

Tandem  buys  most  of  its  compo- 
nents and  such  peripherals  as  termi- 
nals and  printers  from  outside  com- 
panies, and  one  set  of  circuit  boards 
essentially  fits  all  systems,  so  it  gets 
the  cost  advantages  of  volume  man- 
ufacturing. In  addition,  only  30%  of 
the  subassembly  of  these  circuit 
boards  is  done  by  company  employ- 
ees^— the  remainder  is  farmed  out  to 
subcontractors.  This  arrangement 
keeps  Tandem's  labor  costs  down, 
reduces  the  need  for  high-priced 
new  capacity  and  also  precludes  fu- 
ture layoffs  in  slow  periods. 

Laying  off  and  rehiring  people  is 
frowned  upon  in  the  electronics  busi- 
ness. First,  it's  expensive.  But  it  also 
erodes  the  spirit  of  joint  effort  that 
companies  such  as  Tandem  strive  to 
instill  in  their  employees.  At  Tandem, 
all  1,890  employees  get  stock  options. 
Every  Friday  afternoon  Tandem  holds 
"beer  bashes"  on  the  company's  pa- 
tio, where  suppliers,  managers  and  as- 
sembly workers  swap  information 
and  complaints.  In  that  balmy  strip  of 
northern  California  known  as  Silicon 
Valley,  where  skilled  people  are  hard 
to  find  and  often  harder  to  hold  on  to, 
Tandem's  tennis  courts  and  flexible 
work  hours  are  not  merely  examples 
of  "laid-back"  California,  but  practi- 
cal industrial  relations  tactics. 

Life  at  Tandem  is  anything  but  re- 
laxed. Worker  productivity  is  twice 
the  average  for  the  computer  industry, 


which  is  as  a  whole  devoutly  entrepre- 
neurial and  fiercely  competitive. 
Treybig's  paradox  is  that  Tandem 
must  grow  big  or  be  swallowed  up  by  a 
larger  competitor;  yet,  to  grow,  it 
must  keep  the  kind  of  people  who 
often  function  best  in  small,  free- 
wheeling organizations. 

Treybig  is  under  no  illusion  that 
IBM,  Data  General,  Digital  Equip- 
ment or  Hewlett-Packard  won't 
someday  offer  different — possibly  bet- 


ter— solutions  to  the  problems  tha 
his  NonStop  system  now  solves.  Tan 
dem  will  need  other  ideas  for  new 
products  and  new  markets.  And  sucf) 
ideas  come  from  motivated  people; 
not  machines.  With  the  seminars,  thq 
benefits,  the  emphasis  on  corporate 
culture,  Treybig  is  doing  more  rharj 
training  or  rewarding  people — he's  in] 
volving  them.  Tom  Watson,  who  buiH 
IBM,  would  understand  that  very 
well.  ■ 


U.S.  steelmakers  are  now  playing  a  game 
of  catch-up  with  the  oil  industry's  booming 
demand  for  well  pipe. 

Everybody  into 
the  water! 


By  Jeff  Blyskal 

Tl  he  U.S.  steel  industry  has  been 
closing  down  capacity  and  writ- 
ing off  plants  so  steadily  in  the 
last  few  years  that  this  almost  seems 
too  good  to  be  true,  but  true  it  is:  Decon- 
trol has  set  off  such  a  frenzy  of  oil  and 
gas  drilling  that  last  year  the  steel  in- 
dustry used  every  ton  of  its  capacity  for 
making  well  casings,  drill  pipe  and  tub- 
ing. Exports  were  cut  to  the  bone  and 
more  than  a  million  tons  of  imports 
were  needed  to  fill  the  orders. 

The  undercapacity  should  have 
come  as  no  surprise.  As  far  back  as 
1975  the  steel  industry  knew  a  surge 
of  drilling  was  probably  coming.  But 
in  an  industry  then  plagued  by  overca- 
pacity in  its  basic  business,  there  was 
understandable  reluctance  about  a  big 
push  to  boost  capacity  in  this  one 
segment. 

Then,  in  1979,  the  National  Petro- 
leum Council  (NPC)  predicted  that  if 
then-present  trends  continued,  new 
oil  country  tubing  goods  (OCTG)  ca- 
pacity would  fall  800,000  tons  short  of 
demand  by  1985.  By  1990  the  U.S. 
would  be  1.8  million  tons  short.  Im- 
ports and  "miscellaneous"  pipe  re- 
claimed from  old  wells  would  make  up 
only  part  of  the  shortfall. 

But  for  the  better  part  of  a  year  most 


steel  companies,  still  not  really  confi- 
dent the  drilling  boom  was  here  to  stay, 
dragged  their  heels.  Until  late  1980. 
Then  CF&J  Steel  announced  plans  to 
expand  by  1 50,000  tons  its  capacity  for 
seamless,  high-strength  tubing  re- 
quired for  deep-well  applications. 
Armco,  too,  said  it  would  add  300,000 
tons.  Finally,  giant  U.S.  Steel  decided  to 
increase  its  seamless  tubing  capacity 
by  600,000  tons.  All  told,  after  adding  in 
facilities  being  converted  from  other 
uses,  it's  expected  that  some  1.1  mil- 
lion tons  of  new  U.S.  oil  well-tubing 
capacity  will  come  on  line  by  1 985,  at  a 
cost  of  about  $2  billion. 

"This  was  a  very  tough  decision," 
says  Richard  L.  Head,  president  of  the 
tubular  division  of  $5.7  billion  (sales) 
Armco,  the  country's  leading  supplier 
of  oilfield  equipment  and  products. 
"The  cost  is  tremendous.  It  takes  three 
or  four  years  to  get  this  on  stream,  and 
it's  a  one-market,  one-product  invest- 
ment." Head  projects  U.S.  steelmakers 
will  have  4.8  million  tons  of  OCTG 
capacity  by  1985  to  meet  4.9  million 
tons  of  demand.  That's  flat  out,  using 
every  scrap  of  capacity,  old  and  new. 
Since  virtually  no  old  capacity  is  ex- 
pected to  be  retired,  that's  also  in  the 
ball  park  toward  meeting  demand. 

But  there's  a  familiar  joker  in  this 
deck — foreign  steelmakers.  While  the 
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NEAX  22:  it  gives  growing  corporations 
the  last  word  in  control  over  telephone  costs. 

Ordinarily  the  larger  the  company,  the  harder  it  is  to  control  telephone  costs. 
Not  any  more.  Not  since  NEAX  22.  A  true  digital  system  for  240  to  1 2,000  lines, 
NEAX  22  offers  you  dozens  of  cost-saving  options.  It  can  record  calls 
by  individual  or  department,  automatically  select  the  least  cost  routing, 
and  restrict  any  lines  you  choose  from  making  long  distance  calls. 
It  offers  uniform  call  distribution  and  some  80  other  features  like  speed  dialing 
and  automatic  callback  on  busy  lines.  For  greater  reliability, 
NEAX  22  gives  you  distributed  processing  instead  of  a  less  dependable 

i   "hot  standby"  system.  Unfamiliar  with  these  features 

■  ■  and  what  they  mean  to  your  bottom  line?  Find  out  by  calling 

"J  |  toll-free  800-645-9836;  in  New  York  516-249-4511. 

Bk  NEC  Telephones,  Inc.  A 

For  a  better  bottom  line.  !  e 
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U.S.  steel  industry  was  hesitating,  for- 
eign steel  producers — notably  the  Jap- 
anese— filled  the  vacuum.  Oilfield- 
tubing  imports  jumped  from  460,000 
tons  in  1979  to  over  1  million  tons 
last  year — a  25%  market  share — and 


foreigners  will  have  more  like  30%,  or 
1.7  million  tons,  of  the  U.S.  market 
this  year.  The  foreigners,  too,  are  add- 
ing capacity — more  than  2.5  million 
tons  of  it.  Nippon  Kokan  and  Sumi- 
tomo Metal  Mining  of  Japan  alone 


Seamless  tubing  at  oil-well  drilling  site 
Too  little  now,  too  much  later? 
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will  account  for  1.2  million  tons.  This 
market  is  a  lucrative  prize.  Margins 
on  oilfield  tubing  are  some  of  the  best 
in  the  business,  running  3  to  4  times 
those  of  flat-rolled  steel.  About  $72  of, 
an  average  $  1,200-ton  of  oil  country 
tubing  goods  is  profit.  But  still,  steel- 
makers like  Head  are  optimistically 
predicting  they  won't  wind  up  in  a 
new  overcapacity  situation.  "If  im- 
ports continue  to  take  at  least  20%  of 
the  market,  then  in  the  mid-Eighties 
they  would  take  away  some  from  do- 
mestic suppliers,"  he  says.  "But  a 
more  positive  way  to  look  at  it  is  that 
imports  won't  necessarily  have  that 
much  of  the  market." 

Maybe  not.  But  John  Wellcmeycr, 
the  respected  oil-equipment  analyst 
with  Morgan  Stanley,  thinks  that's 
whistling  in  the  dark.  "The  Japanese! 
aren't  going  to  turn  that  stuff  into 
fence  posts,"  he  says.  "They're  going 
to  try  to  maintain  their  market."  Says 
John  Harbin,  chairman  of  Halliburton, 
the  $8.3  billion  oilfield  service  com-j 
pany,  who  also  chaired  the  committee 
that  put  together  the  1979  NPC  re- 
port: "I  imagine  the  domestic  steel 
industry  will  try  to  recapture  the  mar- 
ket share  that  has  gone  foreign.  But 
it'll  be  tough." 

It  took  a  long  time  for  the  U.S  in-j 
dustry  to  screw  up  its  courage.  Now 
that  it  has,  it  is  clearly  taking  some- 
thing of  a  gamble.  ■ 


With  luck,  Pan  Am  may  stave  off  bankrupt- 
cy once  more.  But  Bill  Seawell  must  radi- 
cally restructure  it  to  turn  it  around.  The 
latest  bloodbath  in  the  executive  suite  is 
only  a  start. 

Power  dive 


By  Subrata  N.  Chakravarty 

There  was  a  dreary  appropriateness 
to  it  all:  the  faded  opulence  of  New 
York's  Biltmore  Hotel  and  the  faded 
glory  of  what  was  once  the  world's 
greatest  airline.  Once  again,  last 
month,  William  T.  Seawell,  chairman 
of  Pan  American  World  Airways, 
stood  up  to  face  the  hostile  stock- 


holders. Once  again,  he  had  little  en- 
couraging to  report.  In  1980  Pan  Am 
had  lost  close  to  a  quarter  of  a  billion 
dollars  on  airline  operations,  and  in 
this  year's  first  quarter,  another  $123 
million.  Even  after  adding  back  de- 
preciation that's  a  cash  loss  of  over 
$65  million  in  three  months — and 
the  only  reason  the  company  report- 
ed an  $80.3  million  net  profit  last 


year  (on  sales  of  $4  billion)  was  a 
$294.4  million  capital  gain  on  the 
sale  of  the  Pan  Am  Building  in  New 
York.  Pan  Am,  which  Seawell  man- 
aged to  pull  out  of  its  dive  toward 
bankruptcy  only  six  years  ago 
(Forbes,  Sept.  1,  19~75),  is  in  another 
tailspin.  This  time,  more  than 
SeawelPs  skills  may  be  required.  It 
will  depend  to  a  considerable  extent 
on  sheer  luck. 

Pan  Am's  onetime  greatness — asj 
well  as  the  seeds  of  its  current  prob-  i 
lems — date  back  over  a  decade  to  the 
grandiose  strategy  of  its  founder,  Juan 
Trippe.  By  flying  everywhere  in  an  era  j 
when  little  international  competition  I 
existed,  Trippe  built  Pan  Am  into  the 
premier  international  airline.  In  the 
late  Sixties  Trippe  committed  Pan 
Am   to   buying  large   numbers   of  I 
Boeing's  400-seat  747  jumbo  jets  be- 
fore anyone  else.  Clearly  he  was  right 
about  the  747's  potential;  but  by  the 
time  the  planes  were  delivered,  Pan 
Am's  business  was  being  steadily 
eroded  by  competition  from  ever-in- 1 
creasing  numbers  of  foreign-flag  carri- 
ers. A  fully  loaded  747  is  perhaps  the 
most  efficient  airplane  in  the  sky.  A 
partially  filled  one,  in  the  highly  lever- 
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WE  RE  KNOWN 
EVERYWHERE  THERE  IS  OIL. 
UT  NOT  EVERYWHERE  THERE  ARE  INVESTORS 


When  a  drill  bit  bites  into  soil  frozen  rock  hard 
in  Alaska...  NL  is  there.  Underneath  the  North  Sea 
off  the  coast  of  Scotland...  NL  is  there  too. 

In  fact,  NL  petroleum  products  and  services 
are  known  all  over  the  world— everywhere  there 
is  oil.  A  fact  that  isn't  known  everywhere  right 
here  at  home. 

NL  is  now  one  of  the  top  five  petroleum  serv- 
ices companies  in  the  country  and  we're  still  grow- 
ing. NL's  petroleum  services  operations  have  set 
sales  and  earnings  records  for  four  straight  years. 


In  1980,  sales  from  NL  Petroleum  Services 
increased  so  fast  they  topped  one  and  one 
quarter  billion  dollars.  Petroleum  services  accounted 
for  almost  75%  of  NL's  operating  profit. 

This  is  a  major  reason  why  NL  Industries 
income  rose  30%  in  both  1978  and  1979.  In  1980 
NL's  income  increased  another  46%  and  total  sales 
exceeded  two  billion  dollars. 

Now  you  know  what  they  know  from  the 
North  Slope  to  the  North  Sea.  In  a  high  perform- 
ance business,  NL  has  outperformed  the  field. 


N  Industries 

1230  Avenue  of  the  Americas,  NewYork,  New  York  10020 


aged  airline  business,  is  like  a  beached 
whale.  Deep  in  debt,  Pan  Am  started 
taking  heavy  losses.  By  1972,  when 
Seawell  took  over  from  Najeeb  Ha- 
laby,  drastic  measures  were  neces- 
sary. He  slashed  personnel,  sold  off 
aircraft  and  curtailed  routes.  In  1977  a 
fortuitous  boom  in  airline  travel  gave 
Pan  Am  a  breather,  but  the  crushing 
debt  burden— $1.1  billion  in  1977 — 
remained,  and  as  competition  grew, 
fuel  prices  skyrocketed  and  the  world 
economy  weakened,  Pan  Am's  over- 
seas performance  soured  once  more. 

Is  Pan  Am  simply  not  competitive? 
Not  by  normal  standards,  but  com- 
petition means  something  quite  dif- 
ferent overseas,  where  most  airlines 
are  either  owned  or  subsidized  by  gov- 
ernments and  are  a  matter  of  national 
prestige  or  a  means  of  attracting  tour- 
ists. Profit  can  be  secondary. 

Seawell  points  to  Philippine  Airlines 
as  an  example.  Although  its  govern- 
ment recently  had  to  kick  in  $65  mil- 
lion to  offset  1 980  losses  of  $52  million, 
he  said,  the  airline  has  nevertheless 
bought  four  new  Boeing  747s  for  its 
Manila-US.  route — the  run  that  used 
to  be  one  of  Pan  Am's  most  profitable. 
No  longer.  As  recently  as  1978  Pan  Am 
earned  $111  million  on  all  its  Pacific 
routes;  last  year  it  lost  $18  million.  In 
the  trans-Atlantic  market  losses  are 
still  larger  because  competition  is  more 
intense.  In  fact,  only  in  Latin  America, 
where  competition  is  weakest,  did  Pan 
Am  make  money  last  year. 

The  Carter  Administration  made 
matters  worse  by  deciding  that  dereg- 
ulation should  be  international  as  well 
as  domestic,  and  granting  U.S.  land- 
ing rights — almost  for  the  asking,  says 
Seawell.  Result:  In  the  past  decade, 
U.S.  airlines'  share  of  international 
traffic  has  dropped  from  almost  28% 
to  under  20%,  and  the  hardest  hit  by 
far  has  been  Pan  Am. 

Deregulation  also  opened  the  door, 
of  course,  to  a  long-cherished  goal 
for  Pan  Am — flying  domestic  U.S. 
routes.  In  1979  Seawell  paid  $50  per 
share,  close  to  double  book  value,  for 
National  Airlines.  So  far  the  merger 
has  not  worked  well.  Integrating  a 
long-distance  low-frequency  airline 
with  a  short-distance  high-frequency 
airline  would  have  been  difficult  in 
the  best  of  times;  in  a  weak  economy 
it  has  been  a  near  disaster.  Pan  Am 
lost  over  $82  million  on  domestic  op- 
erations last  year. 

Deregulation,  moreover,  exposed  a 
basic  weakness  of  the  airlines.  For 
years  they  had  acceded  to  union  de- 
mands without  much  of  a  fight,  pass- 
ing the  costs  through  to  customers  by 
asking  the  CAB  for  higher  fares.  After 
deregulation,  however,  small  local  air- 


lines sprang  up.  Nonunion  and  there- 
by far  more  flexible  in  their  work 
rules,  the  small  lines  have  consider- 
ably lower  labor  costs.  For  example, 
according  to  a  study  by  Lehman 
Brothers'  Robert  Joedicke,  Texas  Air 
Corp.'s  unionized  Texas  International 
pays  its  Boeing  727  pilots  $62,000  an- 
nually for  flying  55  hours  per  month. 
But  TAC's  nonunion  New  York  Air 
pays  its  pilots  only  $30,000  for  flying 
75  hours.  The  result:  The  locals  are 
eating  airlines  like  Pan  Am  alive. 

As  if  all  that  were  not  enough,  Pan 
Am  has  the  highest  fuel  costs  in  the 
industry  by  far.  Because  70%  of  its 
flights  are  international,  it  must  buy 
about  40%  of  its  fuel  overseas,  where 
costs  are  far  higher  than  the  1980 
average  85-cents-per-gallon  U.S. 
price — up  to  $1.71  in  Karachi.  In  fact, 


arriving  at  other  airlines  next  year 
until  Pan  Am  gets  solidly  back  into  the 
black.  That  will  put  Pan  Am  even 
further  behind  the  competition. 

Is  there  anything  Seawell  can  do  to 
pull  Pan  Am  out  of  the  power  dive? 
Says  he:  "You  redeploy  some  of  your 
assets,  as  we  will.  You  curtail  some 
flights.  You  put  some  more  squeeze 
on  the  people.  You  try  to  get  your 
message  across  to  management  and 
labor.  And  here  and  there  you  will  be 
unsuccessful,  but  history  has  said  that 
if  you  work  like  hell,  you'll  be  success- 
ful enough  to  pull  through." 

Brave  words.  Seawell  acts  as  if  he 
means  them.  He  has  already  begun 
cutting  back — since  October  1978,  24 
routes  have  been  terminated,  with 
more  yet  to  go.  Five  of  National's 
DC- 10s  are  on  the  block  (along  with  a 


Pan  Am  Chairman  William  T.  Seawell 

"Here  and  there  you  will  be  unsuccessful,  but  history  has  said  that  if  you 
work  Wee  hell,  you'll  be  successful  enough  to  pull  through." 


Pan  Am's  average  fuel  costs,  under  10 
cents  a  gallon  in  1970,  are  now  $1.13 
per  gallon,  vs.  $1  for  United;  and  each 
cent  adds  $11  million  to  Pan  Am's 
operating  costs.  Thus,  Pan  Am's  aging 
fleet — over  ten  years  old  on  average — 
is  a  critical  problem.  With  its  fuel  costs 
sky-high,  the  airline  desperately  needs 
more  fuel-efficient  aircraft.  But  with  a 
debt  load  of  $  1 .5  billion  (almost  double 
its  equity)  and  an  interest  burden  of 
$  137  million  a  year,  it  can  afford  only  a 
few.  In  the  next  two  years  Pan  Am  will 
spend  some  $550  million  for  six  Lock- 
heed L-lOlls  (it  already  has  six)  and 
eight  Boeing  727s  ordered  previously. 
But  there  is  nothing  more  in  the  pipe- 
line. Seawell  says  he  has  no  intention 
of  ordering  any  of  the  new  generation 
of  Boeing  757s  and  767s  that  will  start 


747  freighter  and  25  grounded,  and 
probably  unsalable  gas-guzzling  Boe- 
ing 707s).  Shrinking  an  airline  in  bad 
times  is  nothing  new,  but  Seawell 
plans  to  sell  even  more  planes  when 
traffic  picks  up  and  the  used  market 
strengthens.  That's  unique.  The  work 
force  was  trimmed  10%  in  1980.  Ten 
vice-presidential  posts  were  abolished 
earlier  this  month,  a  move  worth 
more  in  symbolic  terms  than  in  cash 
saved.  "We're  squeezing  every  bloody 
capital  dollar  we  can  get  our  hands  on 
that's  not  directly  associated  with 
safety  and  short-term  revenue 
payoff,"  he  says.  "There  are  some 
things  that  are  highly  desirable,  but  if 
it  doesn't  contribute  in  1981  or  1982 
you  say:  'Well,  that  comes  later.'  " 
Seawell's  biggest  challenge  will  be 
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0  wring  "givebacks"  out  of  Pan  Am's 
mions.  The  portents  are  not  good:  So 
ar  the  airlines  have  had  less  success 
t  that  than  other  troubled  industries, 
ike  autos.  But  Seawell  thinks  the 
inions  may  see  that  Pan  Am's  situa- 
ion  is  more  precarious.  "We'll  know 
efore  much  longer  whether  we  have 
ame  reasonable  chance  here  or  not," 
e  says.  "But  I'm  going  to  be  positive 
ecause  we  have  to  get  it  done." 

All  these  steps  are,  of  course,  mere- 
f  reactive.  Without  some  positive  ac- 
ion,  they  will  merely  postpone  the 
levitable.  But  they  buy  a  little  time, 
rid  time  is  something  Seawell  desper- 
tely  needs. 

9e  may  get  it.  Thanks  to  the  world 
oil  surplus,  fuel  costs  could  stabi- 
ze,  maybe  even  decline.  Air  traffic 
lay  pick  up  a  bit  later  this  year.  With 
little  luck  on  both  counts,  it  is  quite 
kely  that  Pan  Am  will  make  it 
irough  this  downturn. 
What  happens  after  that?  Unable  to 
□mpete  in  price  with  subsidized  for- 
ign  airlines  and  cut-rate  domestic  lo- 
als,  Pan  Am  proposes  practically  to 
bandon  competition  on  price.  "In 
ur  case,"  says  Seawell,  "you  would 
ry  to  establish  yourself  as  catering  to 
le  upscale,  more  business-oriented 
larket."  In  other  words,  Pan  Am  will 
oncentrate  on  full-fare  travelers, 
hat  goes  against  the  grain  of  the 
ldustry's  strategy  of  the  Seventies, 
'hen  the  emphasis  was  on  volume 
rid  cut-rate  fares.  But  that  strategy 
ras  a  function  of  the  huge  increases 

1  capacity  in  the  Seventies.  Pan 
m's  approach  is  the  opposite  be- 
ause  it  plans  to  reduce  capacity. 

That  would  take  some  doing.  To 
acceed  in  the  endeavor,  Pan  Am 
mst  convince  passengers  that  it 
rants  their  patronage.  The  airline 
as,  over  the  years,  acquired  an  unen- 
iable  reputation  for  indifferent  and 
)metimes  uncivil  service.  Pan  Am 
as,  in  fact,  become  the  airline  that 
'avelers  love  to  hate.  If  Seawell  can 
tiange  these  attitudes,  he  has  this  go- 
lg  for  him:  A  1-cent  increase  in  the 
:venue  yield  per  passenger  mile  (Pan 
m's  is  IOV2  cents,  well  below  aver- 
se) brings  $28  million  down  to  earn- 
lgs.  With  an  improved  cash  flow, 
an  Am  then  could  expand  its  nonair- 
ne  businesses,  as  Trans  World  Corp. 
as  done.  One  thing  Seawell  already 
lans  is  to  expand  Pan  Am's  Inter- 
continental Hotels  subsidiary,  which 
Dntributed  $42  million  pretax  on  rev- 
nues  of  $274  million  last  year. 

Will  Seawell  be  able  to  pull  it  off?  He 
ives  the  question  some  thought. 
We've  done  it  before,  and  we're  just 
Ding  to  have  to  do  it  again,"  he  says. 
,  that  is,  the  fates  give  him  time.  ■ 


Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
ie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne.  Truly, 
the  world's  most  civilized  spirit. 
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Tick, 
Tick, 
Tick. 

Imagine  living  with  a  potential  time  bomb  inside  you. 
That's  exactly  what  it's  like  for  the  thousands 
of  sons  and  daughters  of  Huntington's  Disease  victims. 

They  wait.  Hoping  that  the  50/50  odds 
of  inheriting  this  terrifying,  fatal  illness  fall  in  their  favor. 
With  no  possible  way  of  knowing  if  and  when  it  will  strike. 

Until  the  bomb  goes  off. 
Give  to  the  National  Huntington's  Disease  Association. 

Help  make  this  generation  its  last. 


National  Huntington's  Disease  Association 
n*  128A  East  74  Street,  New  York,  N.Y.  10021 
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The  dawn  of  the  Silver  Spirit, 

Introducing  a  new  Rolls-Royce  masterpiece  of  aerodynamics. 


^  The  Rolls-Royce  Silver  Spirit  is  a  new 
k  symbol  of  silence. 

3  It  is  designed  and  engineered  to  tame  the 
ugliest  roads,  the  stiffest  winds  and  the 
larpest  turns. 

Yet  it  was  not  born  to  trumpet  a  new  revolution 
the  making. 

On  the  contrary,  it  was  conceived  to  whisper 
new  revelation  in  the  driving. 
The  uncompromising  designers  and  engineers 
Rolls-Royce  Motors  worked  eight  years  to 
ake  the  Silver  Spirit  the  revelation  that  they 
earned  it  to  be. 

The  result  is  a  masterpiece  of  tradition  and 
chnology,  for  the  flowing  lines  of  this  newest 
:pression  of  the  Rolls-Royce  art  not  only  echo 
olls-Royce  classics  of  the  past,  they  reveal 
new  model  of  aerodynamic  design. 
The  silhouette  of  the  Silver  Spirit  is  a 
intemporary  sculpture  of  subtle  and  purposeful 
Lrves.  The  center  of  pressure  is  toward  the  rear 
the  motor  car  rather  than  the  front.  The  new 
If-leveling  rear  suspension  is  a  triumph  in 
self,  for  it  eases  the  handling,  cushions  the  ride 
id  silences  the  road.  And  the  famous 
olls-Royce  V-8  engine  is  now  quieter  than  ever. 
The  driver's  reward  is  a  motor  car  so  oblivious 
crosswinds,  vibrations  and  sounds  that  it 
ems  to  glide  as  it  grips  the  road. 
Supreme  comfort  is,  after  all,  one  of  the  marks 
a  Rolls-Royce.  And  the  Silver  Spirit  offers  you 
imfort  as  well  as  safety  and  convenience  in 
itail. 

The  low  roof  line  conceals  a  spacious  interior, 
tie  seats  are  deeply  contoured  and  built  with 
silience.  The  visibility  is  enhanced  by  wrap- 


around lighting  clusters  and  panoramic 
windows.  The  steel  door  frames  are  curved  for 
room  and  padded  for  protection.  The  door-lock 
buttons  are  smooth  and  capless  for  security.  The 
rear  lighting  cluster  is  incorporated  in  the  trunk 
door  to  keep  the  trunk  floor  low  and  readily 
accessible  for  loading.  The  electronic  and 
electrical  conveniences  include  digital 
instruments  that  give  you  the  local  time,  the 
elapsed  time  and  the  outside  temperature,  all 
at  a  glance. 

The  new  subtleties  go  on.  So  do  certain 
characteristics  that  continue  to  make  a 
Rolls-Royce  a  pleasure.  The  unique  Rolls-Royce 
automatic  air-conditioning  controls  the  interior 
climate  at  two  levels  to  give  you  the  same  degree 
of  comfort  from  head  to  toe,  from  day  to  night. 
The  sophisticated  braking  system  halts  each 
wheel  independently.  The  Wilton  carpets,  the 
Connolly  hides  and  the  optional  leather- 
trimmed  velour  upholstery  remind  you  that 
craftsmanship  is  not  a  memory.  So  does  one 
reassuring  look  at  the  instrument  panel,  for  it 
not  only  looks  like  hand-rubbed  burr  walnut, 
it  is  hand-rubbed  burr  walnut. 

To  appreciate  all  that  a  Silver  Spirit  can  mean 
to  you  as  an  investment,  consider  the  fact  that 
more  than  half  the  Rolls-Royce  motor  cars  ever 
built  are  still  humming  along,  many  of  them 
appreciating  in  value  as  the  years  go  by. 

A  Silver  Spirit  comes  into  the  world  as  they 
did.  Each  of  them  is  a  priceless  asset  built  by 
hand  and  built  to  last.  And  if  you  have  longed 
for  a  motor  car  that  is  built  to  outwit  an 
unpredictable  economy,  now  is  the  time  to  let 
the  Silver  Spirit  dawn  on  you. 


SB 


A  new  collection  of  Rolls-Royce  and  Bentley  masterpieces  is  waiting  for  you  at  any  of  the  select  Rolls-Royce  Authorized  Dealerships. 
For  information,  consult  Rolls-Royce  Motors  Inc..  P.O.  Box  476.  Lyndhurst.  New  Jersey  07071.  The  names  "Rolls-Royce"  and 
"Silver  Spirit"  and  the  mascot,  badge  and  radiator  grille  are  registered  trademarks,  as  are  die  Bentley  name,  mascot  and  badge. 


The  heart  ami 
masterpiece 
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America  is  still  the  new  frontier  as  far  as 
European  financiers  are  concerned.  But 
aren't  we  getting  too  many  gunslingers? 


More  enterprising 

Brits 


By  Maurice  Barnfather 

A few  months  ago  $8.5  billion 
(sales)  Westinghouse  Electric 
i  Corp.  contracted  with  Peter 
de  Savary  to  open  a  few  doors  to  the 
oil-rich  kingdoms  of  the  Middle  East. 
Why?  A  handshake,  and  then  an  esti- 
mated $50,000  was  passed  to  de  Sa- 
vary with  the  promise  of  more  when 
Westinghouse  landed  some  juicy  con- 
tracts. It  was  all  open  and  aboveboard. 
No  smell  of  bribery.  De  Savary  was 
simply  to  introduce  Westinghouse  to 
the  right  Middle  Eastern  gentlemen. 

While  de  Savary  does  indeed  have 
good  Middle  East  contacts,  something 


bothered  Westinghouse.  Maybe  de  Sa- 
vary was  just  too  smooth.  Anyway, 
Westinghouse  made  inquiries  in  Lon- 
don: "Is  Peter  de  Savary  okay?"  The 
answer  led  Westinghouse  promptly  to 
end  its  deal  with  de  Savary  and  write 
off  the  fee  to  experience.  De  Savary  is 
but  another  in  a  long  line  of  European 
businessmen  who,  as  Forbes  pointed 
out  (Aug.  4,  1980),  head  for  the  U.S., 
where  an  English  accent  and  formida- 
ble contacts  can  obscure  an  otherwise 
dubious  career.  Who  are  the  new  crop 
of  promotors  to  invade  our  shores? 
Let's  start  with  de  Savary. 

•  Peter  de  Savary,  36,  was  born  at 
Dengie  Manor  in  Essex,  England, 


Peter  de  Savary,  1980 

An  old-fashioned,  adventurer  who  is  busy  polishing  up  an  image  that  has 
spawned  the  nickname  "unsavory." 


spent  much  of  his  childhood  in  Ven- 
ezuela and  later  a  full  ten  years  travel- 
ing Africa  and  the  Middle  East.  His 
London  offices  are  within  a  stone's 
throw  of  the  plush  St.  James's  Club 
(believed  to  be  owned  by  some  of  his 
Arab  friends).  De  Savary  calls  himself 
"an  old-fashioned  adventurer." 

Apparently  Arabs  like  him.  They 
provide  most  of  the  money  for  his 
Bahamas-registered  Artoc  Bank  &. 
Trust  Co.  The  bank  looks  to  be  con- 
trolled by  Artoc  S.A.K.,  which  in  turn 
is  owned  by  some  35  Arabs.  Its  U.S. 
arm  is  Artoc  America,  registered  in 
the  Cayman  islands.  A  few  years  back 
Artoc  put  up  $1 1.8  million  to  bail  out 
the  ailing  U.S.  Lee  National  Corp.,  a 
real  estate  and  finance  company. 
Trouble  was  Artoc  Bank's  deputy 
chairman  was  also  deputy  chairman 
of  one  of  Lee's  major  creditors,  the  AP 
(formerly  the  Anglo-Portuguese) 
Bank.  Put  simply,  it  looked  like  Artoc 
money  was  being  diverted  to  help  out 
the  Artoc  Bank  deputy  chairman's 
friends  at  the  AP  Bank.  Of  course, 
Artoc  doesn't  see  it  quite  like  that.  "It 
was  a  business  deal  only,"  says  Ar- 
toc's  London  representative,  Richard 
Lascelles. 

De  Savary  has  done  "cozy"  deals 
before.  In  1977  Artoc  Bank  bought 
effective  control  of  Talbex,  a  publicly 
traded  London  company.  Six  months 
later  de  Savary  was  trying  to  stuff  into 
Talbex  an  engineering  company 
owned  by  clients  of  his  Artoc  Bank. 
That  the  engineering  company  was 
owned  by  clients  of  Artoc  was  not  at 
first  revealed  to  Talbex'  other  share- 
holders. Artoc  is  now  out  of  Talbex. 
Said  de  Savary  at  the  time:  "It  was  a 
bloody  nightmare." 

U.S.  companies  thinking  of  dealing 
with  de  Savary  might  also  bear  in 
mind  the  maxim:  Judge  a  man  by  the 
company  he  keeps.  For  example,  mer- 
chant banker  Alan  Morris,  whose 
Morris  Wigram  financial  outfit  went 
spectacularly  wrong  before  it  was 
bought  by  Schlesinger  Bank  in  1974, 
was  until  recently  running  Artoc's 
Nassau  office.  He  returned  to  help  de 
Savary  and  the  Arabs  with  their  $14 
million  St.  James's  Club. 

Clearly  de  Savary  is  a  rich  man. 
Rich  enough,  anyway,  to  underwrite 
Britain's  $8  million  1983  tilt  at  the 
America's  Cup,  that  premier  yachting 
trophy  won  for  the  past  130  years  by 
the  New  York  Yacht  Club.  To  win  the 
cup,  de  Savary  has  formed  the  Victory 
Syndicate,  where  membership  costs 
$200,000.  Presumably  de  Savary 
hopes  this  patriotic  gesture  will  polish 
up  an  image  that  has  earned  him  the 
nickname  "unsavory." 

•  Diminutive    Mayfair  solicitor 
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MEET  THE 

COSTCUTTERS 


r HEY' RE  A  DISTRIBUTION 
rOOL  32  OF  OUR 
SERVICE  CENTERS  FIND 
HANDIEST." 

lanuel  Doliveira,  Service  Parts  Manager 
Mack  &  Decker,  Inc.,  Towson,  Maryland 

Xfe've  got  service  centers 
attered  all  over  the  country, 
lys  Manuel  Doliveira. 
Eastern  showed  us  how  their 
'ostcutter  containers  and 
ationwide 
ght  system 
)uld  get  our 
lipments 
here  we  want 
lem,  when  we 
ant  them." 


THEY  HELP  GIVE  OUR  CUSTOMERS 
MAXIMUM  COMPUTER  UPTi ME- 
AT A  32%  SAVINGS." 

David  Furness,  Traffic  Manager 
Data  General  Corporation,  Framingham,  Massachusetts 

"We've  built  a  service  busi- 
ness in  over  125  locations 
and  we  require  immediate 
replenishment  of  parts 
inventory  in  these  loca- 
tions," says  Dave  Furness. 
"Costcutter  service  helps 
us  make  sure  the  right 
computer  parts  are 
there  when  we  need 
them." 


COSTCUTTERS  HELP  OUR 
MAGAZINE  LIVE  UP  TO 
ITS  NAME  NATIONWIDE 
AND  AT  A  COST  SAVINGS 
AS  MUCH  AS  40%/' 

John  Andel,  Operations  Supervisor 
U.S.  News  &  W(M  Report,  Nashville,  Tennessee 

"Using  the  speed  of  Eastern's  Costcutter 
container  service  allows  us  to  print  our 
magazine  as  late  as  Friday  night,  even 
though  it  has  to  be  on  the  newsstands 
Monday  morning,"  says  John  Andel. 
"And  the  bonus  is  a  distribution  savings 
as  much  as  40%  compared  to  trucks." 


Eastern's  Costcutters.  They  hold  up  to  250  pounds.  Are  5,  9,  13  and  18 
cubic  feet  in  size.  Can  fly  on  every  one  of  our  1,400  flights  daily  to  over  100 
destinations  in  the  U.S.  and  Canada,  coast  to  coast. 

Call  Jerry  Schorr,  Vice  President,  Cargo  Sales,  at  (  305)  873-6933  for  a 
free  cost  comparison.  Before  your  competition  does. 


*3>  EASTERN  Air-Freight 

WE  HAVE  TO  EARN  OUR  WINGS  EVERYDAY*  ©  1981  Eastern  Air  Lines,  Inc. 


The  promise  of  methane: 

Vast  supplies 

of  future  gas  energy 


Methane:  Most  people  know  it  as  natural  gas,  which  today 
serves  more  than  160  million  consumers  nationwide. 

But  conventional  natural  gas  resources  underground  rep- 
resent only  a  small  part  of  methane's  true  potential.  Long-term 
supply  sources  of  methane  include  gasification  of  coal  and 
peat,  gas  from  tight  rock  formations,  geopressured  aquifers, 
coal  seams  and  hydrates.  And  some  methane  sources  are 
renewable,  such  as  conversion  of  land  and  marine  biomass, 
and  the  use  of  urban  waste  resources.  This  diversity  of  supply 
provides  a  high  level  of  consumer  assurance  that  gas  can  con- 
tinue to  be  available— and  delivered  at  competitive  prices. 

The  delivery  system  for  these  new  methane  supplies  is 
already  in  place.  Our  nation's  million-mile  gas  pipeline  network 
delivers  energy  more  efficiently  (source  to  consumer)  than  any 
other  major  energy  delivery  system.  And  because  it's  under- 
ground, it  is  also  the  most  environmentally  desirable  way  of 
transporting  energy. 

Methane  is  a  versatile,  efficient  fuel.  It  is  cleaner,  less  costly, 
and  is  adaptable  to  more  energy  applications  than  other  major 


fuels.  And  because  methane  molecules  are  the  same  regard 
less  of  the  source,  future  generations  can  have  exactly  the 
same  clean  fuel. 

All  sources  of  energy  will  play  an  important  role  in  meeting 
America's  future  energy  needs.  And  the  gas  industry  has  con-l 
sistently  recognized  that  each  should  make  its  biggest  contribi 
tion  in  the  jobs  it  does  best.  Oil,  for  instance,  is  essential  as  ou( 
primary  transportation  fuel;  electricity  for  lights,  motors,  indus-i 
trial  automation,  and  many  other  uses.  Gas  serves  over  55%  o 
the  homes  in  America— and  provides  nearly  40%  of  the  energy 
for  industry  and  agriculture.  And  coal,  of  which  we  have  such 
tremendous  supply,  can  and  must  be  used  to  a  far  greater 
extent,  and  gas  energy  can  greatly  enhance  its  use. 

As  we  move  to  develop  future  energy  sources,  the 
advantages  of  a  gas  system  become  increasingly  significant. 

The  facts  are  clear.  What  we  need  today  and 

tomorrow— clean,  efficient  economical 
\    energy— the  gas  system  delivers.  The  Gas 
)    Option  is  one  we  cannot  afford  to  ignore. 


Gas:  The  future  belongs  to  the  efficient. 

For  more  information  ,  write  to  American  Gas  Association.  Dept  30-DD   1515  Wilson  Blvd  .  Arlington,  Va  22209  c  A  G  A  1981 


Roland  Franklin,  1967 
Another friend  of  Sir  James. 

Eric  Levine  is  no  stranger  to  the 
U.S.,  though  perhaps  he  should  be. 
He's  a  close  adviser  to  Sir  James 
Goldsmith  (Forbes,  Sept.  17,  1979), 
whose  companies  control  the  Grand 
Union  supermarket  chain.  Recently 
Levine  has  been  a  frequent  visitor  to 
this  country  on  business  of  his  own. 
That  has  included  persuading  busi- 
nessman Stanley  Mann  (Forbes,  Nov. 
10,  1980  and^pr.  13)  to  buy  a  16% 
interest  in  Howard  Machinery,  a 
British  farm  machinery  company 
that  last  year  lost  money  on  £72.7 
million  in  sales.  Shortly  after  that, 
Levine  and  a  group  of  other  British 
investors  tried  and  failed  to  buy  con- 
trol of  Mann's  $77  million  (assets) 
Oxford  First  Corp.,  a  U.S.  financial 
services  group  traded  on  the  Amex. 

Apparently  that  setback  has  not 
dulled  Levine's  U.S.  ambitions.  Little 
is  known  here  of  Levine's  investiga- 
tion not  only  by  the  Law  Society, 
which  regulates  solicitors,  but  also  by 
Britain's  Department  of  Trade,  as  a 
result  of  his  role  in  the  scandal-ridden 
London  Capital  Group.  This  was  the 
"bank"  run  by  former  British  Member 
of  Parliament  John  Stonehouse,  who 
disappeared  presumed  dead  off  the 
Florida  coast  in  1974,  before  turning 
up  alive  and  well  in  Australia  in  1975. 
Stonehouse  was  later  extradited  to 
Britain  and  convicted  of  fraud.  Le- 
vine's firm  was  blamed  for  covering 
up  information  and  thereby  enabling 
London  Capital  to  stay  in  business. 
His  inappropriate  advice  about  loans 
from  London  Capital  to  Stonehouse 
and  friends  was  described  by  the  DOT 
as  "strange  in  the  extreme." 

•  Another  of  Sir  James  Goldsmith's 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


1,000,000  Shares 
Trico  Industries,  Inc. 
Common  Stock 


TRICO 

INDUSTRIES  INC. 


Price  $16.75  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  Underwriters 
only  in  states  in  which  such  Underwriters  are  qualified  to  act  as  dealers 
in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 


Dean  Witter  Reynolds  Inc. 


Bache  Halsey  Stuart  Shields 

Incorporated 


Bear,  Stearns  &  Co.    The  First  Boston  Corporation   Blyth  Eastman  Paine  Webber 

Incorporated 

Dillon,  Read  &  Co.  Inc.   Donaldson,  Lufkin  &  Jenrette   Drexel  Burnham  Lambert 

Incorporated  Incorporated 

Goldman,  Sachs  &  Co.      E.  F.  Hutton  &  Company  Inc.      Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers  Ruhr.  Loeb 

Incorporated 


Lazard  Freres  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


L.F.Rothschild,  Unterberg,Towbin 
Shear  son  Loeb  Rhoades  Inc. 


Warburg  Paribas  Becker 

A.  G.  Becker 


Salomon  Brothers 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Wertheim  &  Co.,  Inc. 


May  22,  1981 


Don't  make  your  mail 
come  looking  for  you. 


If  you  don't  notify  everybody  at 
least  one  month  before  you  move, 
some  of  your  favorite  mail  may 
spend  a  lot  of  time  looking  for  your 
new  address. 

You  can  pick  up  a  free  Change-  f'j?"- 
of- Address  Kit  at  the  Post  Office    f  "Jr 


to  make  notifying  even  easier. 

Also,  be  sure  to  look  in  magazines 
and  use  the  convenient  change-of- 
subscription  form  as  well. 

Moving  should  be  an  enjoyable 
experience.  But  it  won't  be  fun  if 
your  mail  gets  left  behind. 


Let  everybody  know  where  you're  moving  to. 


©USPS  1981 
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We  re  1  to  the  work 


ot  two  good  reasons. 


More  people  fly  on  Pan  Am  from  America  to  places 
overseas  than  on  any  other  airline. 
Because  Pan  Am  provides  more  of  what  demanding 
travelers  demand. 

Comfort  and  convenience. 

For  example,  take  comfort.  To  the  Pan  Am  passenger, 
that  may  mean  the  unabashed  luxury  of  First  Class. 
With  its  spacious  cabin  and  Sleeperette  seats. 
(A  Pan  Am  first,  we  might  add.) 

Or  comfort  could  be  Clipper®  Class.  Our  separate 
section  especially  for  business  travelers.  In  Clipper  Class, 
no  one  sits  in  the  middle.  No  matter  where  in  the  world 
one  is  flying. 

Sleeperette  service*  and  Clipper  Class  are  available 
on  most  of  our  widebodies.  And  we've  got  more  wide- 
bodies  than  any  other  airline. 

But  offering  more  widebodies  is  just  the  beginning 
of  our  convenience  story.  For  another  chapter,  consider 
this: 

Pan  Am  can  take  passengers  from  more  of  the 
U.S.  to  more  of  the  world  than  any  other  airline.  From 
25  U.S.  cities  to  47  cities  around  the  world. 

All  with  one  ticket.  One  baggage  check-in.  On  one 
airline. 

If  all  this  isn't  reason  enough  to  get  you  to  fly  us, 
we've  got  more  coming.  More  ways  to  make  your  trip 
even  more  comfortable.  Even  more  convenient. 

Because  at  Pan  Am,  we  intend  to  keep  on 
giving  you  reasons  for  making  us  WflQ\U 
your  number  one  choice. 


United  States 
Detroit 

Ft.  Lauderdale/ 

Hollywood 
Fort  Myers 
Honolulu 
Houston 
Jacksonville 
Las  Vegas 
Los  Angeles 
Melbourne 
Miami 
Mobile 
Newark 
New  Orleans 
New  York 
Norfolk 
Orlando 
Pensaeola 
Phoenix 
San  Diego 
San  Francisco 
Sarasota  /  Bradenton 
Seattle /Tacoma 
Tampa /St.  Pete 
Washington,  DC. 
West  Palm  Beach 
Caribbean 
San  Juan 
Central  and  South 
America 
Buenos  Aires 
Caracas 
Guatemala  City 
Maracaibo 
Mexico  City 
Montevideo 
Panama  City 
Rio  de  Janeiro 
San  Jose 

Santiago  de  Chile* 

Sao  Paulo 

Europe 

Berlin 

Frankfurt 

Hamburg 

l^ondon 

Munich 

Nuremberg 

Paris 

Rome 

Stuttgart 

Warsaw 

The  Middle  East 
and  Africa 
Abidjan 
Accra 
Ankara 
Bahrain 
Dakar 
Dhahran 
Istanbul 
Lagos 
Monrovia 
Nairobi 
The  Far  East 
and  Pacific 
Auckland 
Bangkok 
Beijing  (Peking) 
Bombay 
Delhi 
Guam 
Hong  Kong 
Karachi 
Manila 
Melbourne 
Osaka 
Shanghai  Jfc 
Singapore  £ 
Sydney  ^ 
Tokyo  ^ 
•Subject  to  government 
approval 


Jack  Dellal,  1969 

Black  Jack  plays  New  York. 


friends  now  in  the  U.S.  is  Roland 
Franklin.  He  moved  to  New  York  to 
help  with  Goldsmith's  banking  and 
other  operations  here  in  1979.  Be- 
tween 1965  and  1972  Franklin's  bank, 
Keyser  Ullmann,  aided  Goldsmith  in 
a  string  of  brilliant  deals  that  catapult- 
ed his  Cavenham  company  into  the 
ranks  of  Europe's  leading  food  groups. 

Franklin  was  still  a  director  of 
Keyser  Ullmann  when  it  almost  col- 
lapsed. In  fact,  in  1975-76  Keyser  ran 
up  the  largest  loss  in  British  banking 
history  as  a  result  of  massive  property 
speculation.  It  survived  only  witb 
massive  financial  support  from  the 
Bank  of  England.  Its  loss  was  $122 
million,  after  setting  aside  $165  mil- 
lion for  bad  or  doubtful  debts. 

Later  it  was  reported  that  Franklin 
and  other  Keyser  directors  shared  in 
personal  loans  from  the  bank  totaling 
$26  million.  He  personally  owed 
Keyser  over  $1  million  at  one  point. 
Almost  a  year  after  his  resignation  in 
July  1975,  Franklinstillowed$500,000. 
He  claims  the  loans  have  been  entirely 
repaid.  Snaps  Franklin,  sounding  rather 
irritated,  "The  only  peculiarity  of  any 
money  I  borrowed  from  Keyser  Ull- 
mann is  that  it  was  one  of  the  few  loans 
that  got  repaid  in  full." 

•  Jack  Dellal  is  a  former  Keyser  Ull- 
mann joint  managing  director  now 
working  here.  Affectionately  known  as 
"Black  Jack, "  Dellal  was  a  prime  culprit 
in  the  near  disaster  at  Keyser  Ullmann. 
That  included  a  disastrous  $40  million 
loan  to  disgraced  financier  Christopher 
Selmes  (Forbes, /U/g.  4,  1980).  Dellal 
was  not  a  large  personal  borrower  from 
Keyser  Ullmann,  but  his  private  com- 
panies were.  Their  loans  reportedly 


totaled  over  $  1 0  million  by  the  time  of 
Delhi's  resignation  in  July  1974.  They 
are  believed  to  have  been  repaid. 

What's  Dellal  doing  in  the  U.S.?  He 
has  linked  up  with  the  mysterious 
David  Shamoon,  a  49-year-old  Iraqi 
national  whose  companies  received 
$2  million  in  loans  from  Keyser  Ull- 
mann while  Dellal  was  there.  From 
their  plush  office  in  the  General  Mo- 
tors building  in  Manhattan,  Dellal  and 
Shamoon  are  now  wheeling  and  deal- 
ing in  New  York  real  estate. 

•  Tony  Rudd  was  senior  partner  of 
stockbrokers  Rowe  Rudd  when  it 
ceased  trading  earlier  this  year  and 
turned  itself  into  an  investment  advi- 
sory outfit. 

Rowe  Rudd's  reputation  in  London 
for  taking  public  a  string  of  poor 
new  issues  earned  it  the  name 
"Rowe  Dudd."  For  instance,  when 
Rowe  Rudd  brought  leisure  group 
Scotia  Investments  to  the  public,  the 
prospectus  omitted  to  tell  investors 
that  the  main  shareholder,  Boris 
(Bobby)  Marmor,  had  been  in  prison 


for  covering  up  embezzlement  by  his 
employees. 

Tony  Rudd's  U.S.  involvement  is 
with  the  grandiosely  named  Ameri- 
can Communications  Industries.  He's 
on  the  board  of  ACI  which  raised  $9 
million  in  London  and  another  $13.5 
million  in  the  U.S.  to  finance  a  switch 
by  ACI  from  cheap  kung  fu  movies  to 
more  up-market  fare.  But  ACI  missed 
by  18%  its  profits  forecast  made  only 
two  months  before  the  end  of  its  year. 
ACI  has  also  made  interest-free 
loans — at  one  point;  totaling  over  $3 
million — to  companies  owned  by  Mi- 
chael Leone,  its  chairman  and 
founder.  Leone  also  made  a  $200,000 
profit  in  five  months  on  property  sold 
to  the  company.  Said  ACI  in  Febru- 
ary: "The  transactions  involving  this 
property  may  not  have  been  conclud- 
ed on  terms  as  favorable  to  the  com- 
pany as  if  [we]  had  dealt  with  an  unaf- 
filiated third  party." 

Perhaps,  after  all,  this  is  a  case  of 
the  British  promoter  and  the  Ameri- 
can client  deserving  each  other.  ■ 


It's  getting  harder  and  harder  to  measure 
a  company's  pension  liabilities.  But  don't 
blame  the  accountants.  Blame  inflation. 

Reading 
the  tea  leaves 


Numbers  Game 


By  Thomas  Baker 


In  the  face  of  disastrous  losses  for 
Pan  Am  and  Braniff,  Eastern  Air 
Lines  looked  good  in  April  with  a 
first-quarter  profit  of  $4.1  million. 
However,  had  the  accountants  and  ac- 
tuaries not  changed  one  or  two  as- 
sumptions in  Eastern's  pension  plan  it 
would  have  been  a  different  story.  The 
airline's  pension  plan  funding  in  1981 
will  be  reduced  from  1980's  $100  mil- 
lion to  around  $75  million.  That's  a 
"saving"  of  $25  million. 

Bet  you  thought  this  kind  of  cookie 
jar  stuff  was  illegal.  Welcome  to  the 


rarefied  world  of  actuarial  assump- 
tions, where  crystal-ball  gazing  is  ac- 
cepted practice.  Simply  put,  Eastern's 
squad  of  actuaries  merely  penciled  in 
a  change  in  their  assumptions  of  what 
Eastern's  pension  fund  might  earn  on 
its  capital  in  the  future.  Obviously,  if 
you  assume  that  interest  rates  will 
stay  high  and  that  you're  going  to  earn 
more  on  the  money  in  your  fund,  then 
you  need  to  put  in  less  now  to  meet 
future  obligations.  That  means  you 
can  decrease  your  annual  contribu- 
tion, as  Eastern  did. 

Is  this  legitimate?  Perfectly.  Com- 
panies are  free  to  pick  any  number 
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Numbers  Game 


that  feels  right  to  them.  "There  was  a 
rash  of  increases  in  actuarial  assump- 
tions in  the  mid-Seventies,  the  last 
bout  of  high  inflation,"  recalls  Ed  Da- 
vis of  Buck  Consultants,  a  New  York- 
based  actuarial  firm.  "People  were 
looking  tor  places  to  improve  earn- 
ings. I  have  to  expect  that  there  is 
going  to  be  another  rash." 

That's  not  going  to  make  things 
any  easier  for  investors  trying  to  com- 
pare two  companies'  pension  ex- 
penses, or  to  keep  track  of  how  well 
the  pension  is  funded.  Or,  for  that 
matter,  to  compare  earnings  figures 
from  year  to  year. 

Here's  how  the  change  worked  for 
Eastern.  Since  1974  the  company  had 
been  assuming  an  interest  rate  of  7% 
over  the  long  term.  The  airline  knew, 
roughly,  how  much  money  its  plan 
would  have  to  pay  out  over  the  next 
20  to  30  years,  and  assuming  that  it 
earned  7%  on  its  portfolio  over  that 
time,  it  knew  how  much  it  would 
have  to  kick  in.  But  now,  Eastern  and 
its  actuaries  have  decided  that  inter- 
est rates  are  going  to  stay  higher  than 
7%  over  the  next  couple  of  decades,  so 
it  raised  its  assumed  rate  to  9% — and 
cut  the  contribution. 

Eastern's  treasurer,  Charles  Glass, 
says  it  was  the  actuaries'  idea:  "These 
were  recommendations  from  them." 
As  it  happens,  Eastern's  assumptions 
aren't  much  ahead  of  current  practice: 
A  fall  1980  survey  by  Greenwich  Re- 
search Associates  showed  that  the  av- 
erage corporate  interest  assumption 
was  6.3%,  but  since  then  many  funds 
have  been  steadily  ratcheting  their  as- 
sumptions up  to  the  7%-to-9%  range. 
Crown  Zellerbach,  for  example, 
changed  its  rate  assumption  from 
6V4%  to  8V2%  last  year  for  reporting 
purposes  (it  used  a  more  conservative 
7  Vis  %  internally).  That  reduced  the 
present  value  of  CZ's  anticipated  pen- 
sion payout  from  $467  million  to  $426 
million  at  a  time  when  assets  were 
increasing.  That  meant  the  company 
reported  a  plan  surplus  of  $85  million. 
The  year  before,  there  was  a  $77  mil- 
lion shortfall. 

Which  set  of  figures  is  right?  It  de- 
pends on  which  set  of  assumptions 
turns  out  to  be  true — if  either.  What's 
important  to  recognize  is  that  com- 
pany earnings  figures  can  be  hoisted 
up  and  down  by  methods  and  assump- 
tions different  for  every  company. 

In  an  attempt  to  help,  the  Financial 
Accounting  Standards  Board  last  year 
imposed  a  whole  new  set  of  reporting 
requirements  on  pension  plans  (Num- 
bers Game,  Mar.  17,  1980).  The  FASB 


decided  that  future  salary  increases 
shouldn't  be  taken  into  consideration 
when  computing  how  much  the  plan 
will  have  to  pay  out,  and  that  the 
interest  rate  assumption  for  reporting 
purposes  should  be  generally  higher 
than  many  companies  use  internally. 

This  FASB  ruling  only  muddied  the 
waters  more.  One  company  went  so 
far  as  to  release  two  sets  of  figures: 
one  to  satisfy  the  FASB,  and  then  the 
real  numbers — those  it  uses  internally 
to  figure  out  how  to  fund  the  plan. 
There's  a  big  difference.  Under  the 
10%  assumption  it  thinks  the  FASB 
wants,  Bethlehem  Steel's  plan  looks 


just  fine:  assets  of  $2  billion  and  liabil- 
ities of  $2.4  billion.  But  with  Bethle- 
hem Steel's  own  7%  assumption, 
benefit  liabilities  soar  to  $3  billion.  "If 
we'd  used  a  10%  interest  rate  assump- 
tion and  assumed  no  salary  increases, 
we  would  have  put  much  less  into  the 
fund,"  explains  Bob  Gerst,  general 
manager  of  employment-cost  ac- 
counting at  Bethlehem  Steel.  As  it 
was,  Bethelehem  put  $309  million  in 
last  year — using  its  own  more  conser- 
vative 7%  figure.  "This  whole  thing  is 
a  can  of  worms,  if  you  ask  me," 
moans  Bethlehem's  Gerst. 

Unfortunately,  you  can't  just  im- 
pose one  rate  assumption  on  every- 
one. Explains  Raymond  Perry,  a  part- 
ner at  Touche  Ross  &  Co.:  "A  single 
assumption  is  apt  to  be  unrealistic 
because  the  experience  of  companies 
varies  with  such  things  as  investment 
performance  and  employee  turnover." 

Now  the  FASB  is  preparing  for  July 
hearings  on  pension  accounting,  and 
the  subject  is  being  thought  through 
again.  Among  the  possibilities:  One 
funding  method  could  be  imposed  on 
all  companies.  But,  as  Perry  said,  that 
would  not  be  realistic.  So,  which  do 
you  prefer:  a  neat  fiction,  or  an  anar- 
chic realism?  ■ 


Among  the  "truly  needy,"  count  the  big 
aircraft  and  power-plant  makers  fighting 
to  preserve  their  export  subsidies. 


Political 
credit 


By  Beth  Brophy 


Y-  OU  COULD  UNDERSTAND  the 
politics  behind  Congress'  revolt 
against  Reagan  Administration 
budget-cutting  on  Social  Security.  It 
was  a  pocketbook  issue  for  the  con- 
stituents. But  now  Congress  is  fight- 
ing the  Administration's  cuts  on  a 
matter  of  aid  to  business. 

Last  month,  the  Senate  and  House 
separately  voted  to  restore  between 
$250  million  and  $375  million  of  the 
Administration's  cut  in  direct  lending 


authority  for  the  Export-Import  Bank. 
Conferees  of  the  two  houses  are  now 
hammering  out  how  much  to  give  Ex- 
Im  above  what  the  Office  of  Manage- 
ment &.  Budget  requested.  And  the 
White  House  remained  complacently 
silent  on  this  one. 

What  makes  the  Ex-Im  Bank  more 
of  a  sacred  cow  than  free  milk  for 
schoolchildren?  To  hear  congressional 
supporters  tell  it,  the  bank,  too,  is  a 
pocketbook  issue — its  loans  mean 
jobs.  Senator  John  Heinz  (R-Penna.) 
reckons  that  every  $1  billion  in  export 
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For  15  years  we've  made 
the  world  safer  for 
Directors  and  Officers. 

If  corporate  heads  have  become 
more  visible  these  days,  we'd  like  to 
think  our  D&O  insurance  has  helped. 

Nobody,  but  nobody,  can  match  our 
record  in  handling  claims  against  Direc- 
tors and  Officers. 

It's  not  magic. 

It's  experience.  Fifteen  years  of  it. 
And  in  that  fifteen  years,  American 
Home/National  Union  has  been  faced 
with  and  has  resolved  almost  every 
problem  imaginable. 

So  if  you  get  into  a  particularly 
sticky  situation,  chances  are  it's  already 
old  hat  to  us.  And  if  it  isn't,  nobody  has  a 
better  chance  of  coming  up  with  a 
creative  solution. 

Another  thing.  Our  under- 
writers are  seasoned  professionals,  dedi- 
cated to  this  type  of  insurance.  Not 
part-timers  trying  to  sandwich  you 
between  other  types  of  coverage. 

And  nobody  can  offer  our  American 
International  Global  D&0SM  coverage. 
Which  is  important  when  you  consider 
more  and  more  executives  are  finding 
out  they  can  get  sued  overseas  as  well  as 
back  home. 

All  these  reasons  explain  why  so 
many  blue  chip  companies  insure  with 
our  companies. 

And  why  so  many  Directors  and 
Officers  feel  more  secure  doing  business 
with  us. 

The  AIG  Companies. 

Let  us  take  the  risks. 


m 


r  more  information  about  D&O  insurance,  contact  American  International  Group,  Dept.  A,  70  Pine  Street,  New  York,  NY.  10270,  (212)  770-6507  or  770-6504. 


*  There  are  over  600  billion  barrels 
of  untapped  oil  in  the  tar  sands  of 
Alberta,  Canada. 


And  Cities  Service 
is  on  top  of  it'.' 


Two  years  ago  Cities  Service,  along  with 
other  industry  and  government  participants, 
made  the  Syncrude  tar  sands  project  here  in 
Alberta,  Canada,  a  commercial  reality,  with 
current  production  of  over  100,000  barrels  of 
high-grade  synthetic  crude  oil  each  day. 

But  that  project  extracts  tar  sands  close  to 
the  surface.  However,  90  percent  of  these 
untapped  resources  lie  at  depths  of  150  feet 
or  more.  Too  deep  for  surface  mining. 

Now  Cities  Service,  in  joint  venture  with 
other  companies,  is  working  on  three  pilot 
projects  to  heat  the  deep  tar  sands  in  place, 
releasing  the  bitumen  from  the  sands  and 
allowing  it  to  be  pumped  to  the  surface. 

One  method,  for  example,  is  to  dig  a  pit 
down  to  the  level  of  the  deep  tar  sands.  Drill 
horizontal  holes  into  the  side  of  the  pit,  inject 
steam  into  the  holes  which  alters  the  viscosity 
of  the  bitumen,  allowing  it  to  flow  through  the 
holes  for  recovery. 

How  important  is  this  effort?  The  deep  tar 
sands  contain  an  estimated  550  billion  barrels 
of  oil.  And  up  to  20%  of  that  amount  may  be 
recovered  with  these  techniques— up  to  110 
billion  barrels . . .  almost  one-third  the  proven 
reserves  of  the  Middle  East.  And  the  more  oil 
North  America  has,  the  less  control  OPEC 
will  have  over  world  oil  production  and  prices. 
In  addition,  the  advanced  technology  we 
develop  in  Alberta,  combined  with  increased 
capital  investment,  could  help  convert  America's 
own  130  billion  barrels  of  tar  sands  and  heavy 
oil  deposits  into  synthetic  crude  oil. 

So  putting  steam  into  the  tar  sands  of 
Alberta  could  put  more  steam  in  our  country's 
ability  to  produce  more  energy. 

CITIES  SERVICE 
COMPANY 

On  top  of  the  problem, 
*     part  of  the  solution. 


Director  Donah/  Stingel  of  the  Export -Import  Bank 

Critics  call  it  "Boeing's  bank"  but  ignore  the  gains  to  suppliers. 


sales  generates  40,000  to  50,000  jobs. 
Conversely,  50,000  unemployed 
would  cost  the  Treasury  $1  billion  in 
lost  revenues  and  transfer  payments, 
says  Heinz,  who  is  pushing  to  give  Ex- 
Im  a  $1  billion  "war  chest"  to  help 
U.S.  business  compete  with  countries 
that  help  their  exporters  with  gener- 
ous credit  subsidies. 

The  U.S.  Ex-Im  Bank,  founded  in 
1934  to  promote  trade  by  lending  to 
foreign  buyers  of  U.S.  goods  and  ser- 
vices, may  authorize  up  to  $25  billion 
in  loans,  guarantees  and  insurance, 
must  maintain  a  capital  stock  of  $1 
billion  and  can  borrow  as  much  as  it 
wants  from  the  Treasury.  But  these 
days  Ex-Im  borrows  from  the  govern- 
ment at  about  14%  and  lends  at  about 
9%.  It  subsidizes  interest  rates  be- 
cause it  is  competing  with  other 
countries'  credit  subsidies.  For  exam- 
ple, on  a  Mexican  railroad  project 
France  offered  a  100%  fixed-credit  fi- 
nancing deal,  most  of  it  at  7V<i%  inter- 
est and  the  rest  at  3V2%. 

Slugging  it  out  this  way  has  weak- 
ened Ex-Im.  It  currently  owes  $11.3 
billion  to  the  Federal  Finance  Bank, 
and  anticipates  an  $18  million  loss  in 
fiscal  1982 — its  first  operating  loss. 

For  several  years  the  U.S.  has  tried 
unsuccessfully  to  negotiate  an  end  to 
credit  wars  by  getting  other  countries 
to  raise  their  rates.  And  the  Reagan 
budget  cuts  couldn't  come  at  a  worse 
moment,  say  fans  of  the  Ex-Im.  "It's 
spectacularly  ill-timed  to  give  up  our 
most  important  bargaining  chip  before 
we  negotiate  with  those  countries  en- 
gaged in  predatory  credit  prices,"  says 
Representative  Tom  Evans  Jr.  (R-Del.). 

But  OMB  chief  David  Stockman  is 


unmoved:  "Making  the  economy 
more  productive  and  reducing  domes- 
tic inflation  will  do  more  to  promote 
U.S.  exports  than  specific  subsidy  pro- 
grams such  as  the  Ex-Im  Bank." 

Not  surprisingly,  Ex-Im's  beneficia- 
ries see  no  contradiction  between  sup- 
porting the  President's  cuts  and  asking 
for  more  money  for  their  own  subsidy. 
"The  Boeing  company  recognizes  the 
need  to  reduce  government  spending 
and  curb  inflation,"  says  Chairman 
T.A.  Wilson.  "However,  the  company 
is  concerned  that  the  severe  cuts  being 
recommended  for  the  Export-Import 
Bank  may  be  counterproductive. "  "Ex- 
Im  is  not  a  direct  expenditure  like  food 
stamps.  It's  a  loan  paid  back  to  the 
Treasury  with  interest.  You  have  to 
understand  it  in  those  terms,"  says  a 
General  Electric  spokesman. 

So  far  the  Bank  has  disbursed  $35 
billion  and  has  only  written  off  $8 
million — or  0.02% — of  it.  It  also  has 
covered  $70  billion  more  in  loan-guar- 
antee and  other  risk  programs. 

But  it  has  made  political  enemies, 
too.  Its  loan  last  summer  to  Rupert 
Murdoch's  Australian  airline — after 
Murdoch  endorsed  Jimmy  Carter  in 
one  of  his  newspapers— didn't  win 
many  allies  on  Capitol  Hill,  or,  pre- 
sumably, in  the  Reagan  camp. 

Even  before  that  it  was  nicknamed 
"Boeing's  Bank"  because  41%  of  its 
loans  in  the  last  three  years  have  fi- 
nanced aircraft  sales.  Last  year,  two- 
thirds  of  its  $4  billion  in  direct  loans 
financed  sales  by  seven  companies: 
Boeing,  McDonnell  Douglas,  Lock- 
heed, General  Electric,  Westinghouse, 
Western  Electric  and  Combustion  En- 
gineering. Critics  say  it  helps  neither 


a  broad  cross  section  of  American 
business  nor  small  business.  Ex-Im's 
director  Donald  Stingel  calls  this  a  bad 
rap.  "No  one  ever  mentions  all  of  the 
thousands  of  subcontractors  and  sup- 
pliers that  get  major  fallout  from  the 
sale  of  a  single  commercial  jet,  a  nu- 
clear power  plant,  a  chemical  plant  or 
a  telecommunications  system,"  says 
Stingel.  He  cites  the  nearly  3,000  sub- 
contractors and  suppliers  on  a  single 
sale  of  a  boiler  and  components  by 
Combustion  Engineering. 

That  seems  to  have  been  the  mes- 
sage congressmen  listened  to  last 
month,  for,  after  the  Administration 
proposed  cutting  direct  loan  levels 
from  $5.5  billion  to  $4.7  billion  in 
fiscal  1981,  and  from  $5  billion  to  $4 
billion  in  fiscal  1982,  the  Senate  voted 
to  restore  $250  million  to  Ex-Im's 
1981  direct  lending  authority.  The 
House  first  agreed  with  Reagan's  cut, 
then  reversed  itself  within  a  day,  add- 
ing $375  million  in  direct  loans  and 
$500  million  in  guaranteed  loans  to 
the  Reagan  request.  Now  the  fight  is 
gearing  up  for  the  1982  appropriation. 

Will  the  Administration  succeed  in 
chopping  $7.7  billion  in  direct  lending 
authority  from  Ex-Im  over  the  next 
five  years?  Very  unlikely.  The  export 
lobby  is  powerful.  "School  kids  can't 
come  up  here  and  reinstate  the  school 
lunch  program  overnight,"  complains 
one  Senate  aide. 

The  arguments  will  continue:  "It's 
a  waste  of  assets  to  make  9%  loans  to 
big  corporations,"  snorts  Senator  Wil- 
liam Proxmire  (D-Wis.),  who  is,  how- 
ever, now  in  the  minority  on  the  Sen- 
ate Banking  Committee.  And  major 
corporations  are  anxious  to  see  Cali- 
fornia businessman  William  Draper 
III  confirmed  as  new  Ex-Im  chairman 
and  his  new  board  in  place — no  one 
knows  when — because  new  loan  com- 
mitments have  been  frozen  since  Feb. 
19,  pending  the  personnel  changes. 
Deadline  is  near  for  bids  on  sales  of  a 
turbine  generator  to  South  Korea  and 
a  nuclear  power  plant  to  Taiwan  by 
Westinghouse,  General  Electric  and 
Combustion  Engineering. 

And  when  all  is  said,  the  chief  reason 
for  Ex-Im's  partial  victory  in  a  time  of 
general  budget  austerity  may  have  less 
to  do  with  a  particular  lobby  than  with 
the  dawning  realization  that  the  U.S.  is 
competing  in  a  world  where  adversar- 
ies fight  hard  more  often  than  they 
fight  fair.  "[Reagan's]  proposals  to  cut 
the  Ex-Im  Bank  are  consistent  with  his 
economic  programs  of  less  government 
intervention  in  the  marketplace, "  says 
W.  Stephen  Piper,  a  negotiator  for  the 
U.S.  Trade  Representative's  office.  "In 
a  pure  world  that  might  work  well.  But 
we  don't  live  in  a  pure  world."  ■ 
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What  the  rich  give  the  wealthy. 


Royal  Salute  by  Chivas.  21  year  old  Scotch  whisky.  About  $50  a  bottled 

Presented  in  blue,  green,  or  brown  Spode  china  decanter,  with  matching  velvet  opera  sack. 

21-YEAR-OLD  BLENDED  SCOTCH  WHISKY  •  80  PROOF  •  GENERAL  WINE  &  SPIRITS  CO .  NEW  YORK,  N  Y  "PRICE  MAY  VARY  ACCORDING  TO  STATE  &  LOCAL  TAXES. 


Subject: 

Design,  Improvement, 
i  and  Production  of  the  Porsche  924/924  Turbo. 
r   Model  Years  1977  through  1981. 


mm 


Orientation 


a  12  in  a. Series  ! 
of  technical  Papers 


At  Porsche,  we  take  pride  in  the  past.  But  we  looktothe  future  for  new  technologies  and  new  improvements. 
Because  excellenge  is  expected,  we  constantly  re-examine,  redesign,  and  improve  our  engineering  concepts 

Since  its  introduction  four  years  ago,  the  924— like  all  Porsches— has  been  continuously  improved  at 
Weissach,  in  high-stress  field  tests,  and  on  the  track. 

in  1979,  we  introduced  a  turbocharged  924.  Many  of  its  improvements  for  1981  are  detailed  below. 

Perhaps as  a  result  of  our  continuing  development,  the  924  has  been  chosen  the  '  Best  Sports  Car  of  the  World" 
in  the  up  to  2-litre  class  by  the  readers  of  Auto,  Motor  und  Sport— tour  times  in  the  last  four  years.  ^l. 


New  halogen  headlamps  pro- 
vide wider  and  brighter  light— 
an  increase  of  approximately 
30%  over  last  year.  In  addition, 
the  diffusion  pattern  of  each 
lens  provides  greater  visibility, 
extending  the  driver's  field 
of  vision. 


The  1981  Porsche  924  Turbo  introduces  a  new  electronic  digital  ignition  system  with  automatic  idle 
stabilization.  Now,  regardless  of  engine  load,  engine  rpm  is  maintained  ( ±50  rpm).  In  addition,  engine 
output  has  been  increased  from  143  to  154  hp  because  Of  greater  ignition  accuracy  (every  1  8°  of  crank 
rotation  is  controlled)  and  more  eff  icient  combustion  chamber  design. The  new  electronic  ignition  is  set 
permanently.  No  maintenance  is  required  because  there  is  no  mechanical  wear  and  tear. 

 The  precision  and  accuracy  of  the  new  electronic  digital  ignition 

,  system  has  made  it  possible  to  raise  the  924  Turbo's  compressic 
ratio  to  8.0:1— without  the  fear  of  r\ 
knocking.  As  a  result,  the  924   I  \ 
Turbo's  fuel  economy  has  risen  \  V\ 
|  to  an  EPA  estimated [20]mpg, 
with  33  mpg  estimated 
highway. 


Internally-vented  disc  brakes 
are  now  standard  equipment  on 
all  four  wheels  of  the  924  Turbo. 
Compared  to  drum  brakes,  they 
dissipate  heat  more  rapidly,  and 
thus  reduce  fading.^Lv 


To  help  keep  the  driver  and  his 
passenger  comfortable,  air 
conditioning  is  now  standard 
equipment  in  the  924  Turbo 
Power  windows  are  also  standard 


Turbocharging  increases  the 
density  of  the  charge  supplied 
to  the  engine— at  up  to  1%  timet 
normal  atmospheric  pressure 
The  result:  more  efficient  com- 
bustion. Compared  toa  natural! 
aspirated  engine  of  the  same 
Size,  the  1981  Porsche  924 
Turbo's  engine  produces  an 
increase  of  40%  in  horsepower 
and  39%  in  torque 


Porsche 924/924Turbo 


•  ■ 


or  more  convenience  in  stop- 
nd-go  city  driving,  first  gear- 
rtiich  is  seldom  used  on  the 
ack— has  been  moved  into 


New  five-bolt  6JX15  light  alloy 
wheels  maintain  strength  yet 
reduce  unsprung  weight.  Fitted 
with  high-speed  185/70VR15 
radial  ply  tires,  they  improve 
both  ride  and  tire  fraction. 


At  Porsche,  we  don't  believe 
that  increases  in  engine  power 
and  emission  control  are 
mutually  exclusive.  Thus  power, 
economy  and  exhaust  emissions 


pte  Use  the  estimated  mpg  for  comparison 
pg  varies  with  speed,  trip  length,  weather 
Etual  highway  mpg  will  probably  be  less  ) 


In  January,  1981 ,  we  built  the  100,000th  Porsche 
924.  Because  we're  engineers,  interested  in 
continuous  improvement,  we  know  it  was  the 
best  one  built— up  to  then.  It  was  almost  as 
good  as  the  ones  we're  building  today.  Test 
drive  the  924.  For  your  nearest  dealer,  call  toll- 
free  (800)  447-4700.  In  Illinois,  (800)  322-4400. 

PORSCHE  AUDI 

NOTHING  EVEN  COMES  CLOSE 


ENERGY  PLUS 

Oceans  of  fresh  water.  ♦  ♦  shrewd  reasons  for 
locating  in  Southeastern  Michigan* 


Industry  needs  plenty  of  water 
and  energy  for  processing  and  in 
the  production  of  most  products. 

Southeastern  Michigan  has 
both  in  great  quantities. 

Its  shoreline  stretches  over 
200  miles  in  the  heart  of  the  Great 
Lakes,  the  world's  largest  supply  of 
fresh,  clear,  clean  water.  Water  to 
produce  with,  as  well  as  play  in. 
Water  that  carries  endless  flotillas 
of  ships  to  and  from  Great  Lakes 
ports  and  every  part  of  the  world, 
through  the  St.  Lawrence  Seaway 
to  the  Atlantic  Ocean. 


Energy  is  plentiful,  too,  in  this 
7,600-square-mile  urban  and  rural 
area  because  Detroit  Edison  gener- 
ates more  than  90  percent  of  its 
electricity  from  coal,  our  nation's 
most  abundant  and  lowest  cost 
fossil  fuel. 

Because  of  the  vast  Great 
Lakes  watershed,  Southeastern 
Michigan  will  continue  to  have 
oceans  of  fresh  water  lapping  at 


its  shoreline  for  years  to  come. 

Detroit  Edison  can  provide 
energy  plus  information  to  help 
you  expand  your  present  facilities 
or  locate  your  new  business  or 
industry  in  Southeastern  Michigan. 
Write:  Area  Development,  Detroit 
Edison,  308  WCB,  2000  Second 
Ave.,  Detroit,  MI  48226. 

Defroir 

Edison 

Keeping  the  power  in  your  hands. 


The  $12.5  billion  market  for  goods  and  services  that  newlyweds 
provide  seems  like  a  huge,  easy  target  to  hit.  In  fact,  only  a  few 
companies  of  significant  size  have  a  real  talent  for  it. 


The  high  cost 
of  loving 


THE  PLAINEST  GOLD  BAND  at 
Zale  jewelry  counters  these 
days  costs  $120  for  hers,  $125 
for  his.  Ten  years  ago  they  cost  $22 
and  $25.  A  five-piece  place  setting  of 
Oneida's  Paul  Revere  Community 
Stainless  flatware  now  costs  $27.50,  3 
times  what  it  cost  in  1971.  A  two- 
quart  Farberware  stainless  pot  that 
was  $10.88  is  now  $26.99.  If  there's  a 
lot  more  cash  around  than  there  used 
to  be,  there's  also  bracket  creep  and 


By  Richard  Greene 
and  Christine  miles 


the  so-called  marriage  penalty  on 
joint  income  tax  returns  to  soak  it 
up.  Who  but  the  rich,  then,  can  afford 
to  get  married  and  set  up  housekeep- 
ing anymore? 

The  answer,  plainly,  is  nobody,  but 
2.4  million  people  got  married  in  the 
U.S.  last  year  anyway.  That's  more 
people  saying  "I  do"  than  ever  before 


More  of  the  marrying  kind 


Today's  newlyweds  are  sig- 
nificantly older— men  a  full 
year  older  than  in  1950— 
which  means  more  time  for 
two  careers  to  get  started. 


Note:  Figures  for  1979-80 
median  age  are  estimates. 


in  the  nation's  history,  more  even 
than  in  1946,  after  millions  of  men 
came  home  after  nearly  four  years  of 
world  war  to  marry  their  sweethearts. 
This  year,  despite  the  economic  odds, 
despite  even  the  Moral  Majority's 
fears  about  what  sexual  permissive- 
ness may  be  doing  to  the  fabric  of 
family  life,  the  number  of  people  get- 
ting married  in  the  U.S.  is  expected  to 
hold  at  the  record  2.4  million. 

"It's  a  great  market  for  us,"  says 
Larry  Tanner,  merchandising  vice 
president  of  Zale  Corp.,  the  largest 
jewelry  retailer  in  the  country.  "Why, 
rings  are  written  right  into  the  cere- 
mony." Sure  enough,  goods  and  ser- 
vices aimed  at  newlyweds  seem  to 
add  up  to  a  sizable  market — some 
$12.5  billion  at  retail.  That's  about  the 
present  size  of  the  computer  services 
market  or  the  cosmetics  industry,  and 
4  times  the  size  of  the 
movie  business. 

But  the  fact  is,  few 
companies  have  dem- 
onstrated   Zale's  sure 
touch  in  selling  to  that 
market,  and  none  has 
an  easy  time  of  it.  For 
one  thing,  large  pieces 
of  this  fragmented  mar- 
ket belong  to  vendors  so 
small  as  to  be  all  but  in- 
visible as  business  enti- 
ties. Of  the  $12.5  billion, 
for  example,  $575  mil- 
lion— 4.6% — goes  for 
the  rings  alone.   It  is 
Zale's  good  fortune — and 
Gordon's  and  Kay's,  the 
other  truly  national  jew- 
elry chains — that  99%  of  all  first 
brides  receive  new  wedding  rings  on 
that  occasion. 

Another  $936  million— 7.7%  of  the 
total — goes  to  hotels,  travel  agents, 
airlines  and  others  that  make  up  what 
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might  be  called  the  honeymoon  in- 
dustry. Here,  the  problem  is  identifi- 
cation as  well  as  fragmentation.  New- 
lyweds  aren't  that  easy  to  spot  in  ad- 
vance and  send  a  sales  message  to. 
Eastern  Air  Lines  spent  a  modest 
$100,000  or  so  last  year  aimed  at  hon- 
eymooners,  mostly  in  brides'  maga- 
zines and  travel  agent  brochures. 
United  Air  Lines  has  virtually  dropped 
honeymoon-angled  advertising  alto- 
gether. "We  can't  identify  the  market 
clearly,"  explains  a  UAL  spokesman, 
"so  we  don't  know  if  the  advertising  is 
accomplishing  anything."  Even  retail- 
ers have  a  problem.  "You  can't  tell 
when  a  bride  comes  walking  into  your 
store, "  says  George  Morrissey,  publish- 
er of  Modern  Bride.  "She  isn't  wearing 
a  wedding  gown  and  veil  yelling,  'I'm 
getting  married.'  " 

You  would  think  that,  just  as  R.L. 
Polk  &  Co.  built  a  huge  mailing  list 
rental  business  by  picking  up  names 
of  new  car  buyers  from  state  motor 
vehicle  bureaus,  someone  would  have 
compiled  huge  lists  of  people  applying 
for  marriage  licenses.  A  lot  of  such 
checking  goes  on,  but  virtually  all  of  it 
is  done  by  small  outfits  with  mostly 
local  users. 

For  the  most  part,  those  local  users 
are  caterers,  formal-wear  renters,  flo- 
rists, photographers  and  others  direct- 
ly connected  with  the  wedding  cere- 
mony itself.  Some  segments  of  the 
market  are  remarkably  stable.  The  ap- 
parel industry  as  a  whole,  for  example, 
is  notorious  for  its  volatility,  but  of  35 
manufacturers  of  bridal  gowns  in  exis- 
tence at  the  end  of  World  War  II,  30  of 
them  are  in  business  today.  For  oth- 
ers, like  photographers,  weddings  are 
only  a  part  of  their  business.  But  col- 
lectively, they  share  in  a  huge  part  of 
the  bridal  market — some  $4.6  billion 
last  year,  or  36%  of  the  total.  Like  the 
ring  business,  it's  mostly  a  market 
tended  by  small,  almost  invisible 
hands,  a  lot  of  them  leafing  through 
local  newspapers  for  announcements 
that  provide  leads.  Big  national  outfits 
find  it  hard,  but  not  impossible,  to  do 
the  same.  Ethan  Allen,  the  furniture 
maker,  attributes  more  than  8%  of  its 
estimated  $300  million  in  sales  to  the 
newlywed  market  and  expects  its  lo- 
cal distributors  to  be  on  top  of  the 
market  by,  among  other  things,  fol- 
lowing up  specifically  on  newspaper 
society  news. 

The  remainder  of  the  newlywed 
market  is  no  mean  prize — some  $6.4 
billion,  or  51%  of  the  total — and  it 
goes  into  the  vast  domain  of  home 
furnishings  and  household  equip- 
ment. To  the  makers  of  furniture  like 
Ethan  Allen,  and  manufacturers  of  ap- 
pliances, rugs  and  carpeting,  china, 


Something  for  every  purse 


As  the  wedding  gift-giving 
season  neared  its  peak  last 
month,  Forbes  contacted 
managers  of  bridal  regis- 
tries at  major  department 
stores  in  New  York,  Atlan- 
ta, Houston,  Chicago,  Se- 
attle and  Los  Angeles  to 
learn  what  merchandise 
was  proving  especially 
popular.  At  right,  the  re- 
sult of  that  informal  sur- 
vey. The  big  sellers  this 
season  include  something 
for  every  purse,  ranging 
from  $9  Corning  Ware 
items  to  a  $375  copper 
fish  poacher. 

1.  Revere  3-quart  covered 
buffet  pan,  $87 

2.  Silver-platedbreadbasketby 
Leonard,  $37. 50 

i  Revere  1 -quart  saucepan, 
$54 

4.  Braun's  automatic  drip 
coffeemaker,  makes  2  to  12 
cups,  $80 

5.  English  brass  candlesticks, 
$117  a  pair 

6.  "Lismore"  cut  crystal  de- 
canter by  Waterford,  $138 

7.  Matching  "Lismore"  wine 
and  champagne  glasses, 
$31-75  each 

8.  Wedgwood's  "Runnymede 
Cobalt, "  5-piece  place  setting, 
$165 

9.  Oneida's  "Allouette,"  silver 
plate,  5-piece  place  setting, 
$42.75 

10.  Dansk  teakwood 

cheeseboard  and  knife,  $35 
11  "Flamestitch"  queen-size  bed 

linens  from  Martex,  $49-50 

per  set 

12.  Potbellied  copper  kettle,  $20 

13.  Silver-plated  candlesticks  by 
Wallace,  $34 

14.  Melior  8-cup  coffee  pot,  $75 
15  Assorted  Fieldcrest  hand  and 

bath  towels,  $11  to  $15 
16Mikasa's  "Margaux,"  4-piece 
place  setting,  $34-95 

17.  Revere  101/2-inch  open 
skillet,  $63 

18.  Revere  large  oval  pan,  $75 

19.  Lacy  nightgown  from  de- 
signer Eve  Stillman,  $85 

20.  Revere  1 -quart  saucepan, 
$19 

21.  Revere  3-quart  saucepan, 
$28 

22.  Deep-dish  copper  fish 
poacher,  $375 

23-  Ovalcoppercasserole.  $1 76 

24.  Cuisinart  food  processor 
with    expanded  feed-tube, 
$160 

25.  Corning  Ware  cooking 
dishes  in  "French  white," 
from  $9 
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glassware,  tableware  and  such, 
it's  a  heavenly  market  in  one 
way  and  a  hellish  one  in  an- 
other. The  beauty  part  is  its 
concentrated  size.  Consider  the 
arithmetic:  2.4  million  people 
married  last  year  translates  into 
1.2  million  marriages,  which, 
divided  into  a  $12.5  billion  to- 
tal market,  works  out  to  an 
average  of  over  $10,400,  51%  of 
which  is  $5,300  in  spending 
power  per  couple.  A  large  part 
of  that  total,  of  course,  is  put 
into  their  hands  by  fond  par- 
ents or  comes  from  wedding 
gifts.  But  no  matter.  There  it  is. 
Behind  it,  of  course,  is  credit, 
bolstered  by  the  fact  that,  with 
more  than  60%  of  all  newly 
married  brides  now  holding 
down  full-time  jobs,  the  joint 
gross  income  of  a  pair  of  college 
graduates  can  easily  top 
$30,000  a  year. 

The  hellish  part  is  how  quick- 
ly that  initial  nest  egg  is  spent — 
how  quick,  in  effect,  is  the  tran- 
sition from  newly  married  to 
just  plain  married.  In  so  narrow  a  win- 
dow in  time,  it's  no  easy  matter  to 
make  a  sale  or  build  loyalty  to  a  brand 
or  a  store. 

To  build  store  loyalty,  retailers 
have,  in  addition  to  their  usual  ad- 
vertising messages,  one  preeminent 
tool — the  bridal  registry.  History 
does  not  record  the  first  retailer  to 
think  of  inviting  a  prospective  bride 
to  sign  up  and  leave  behind  a  list  of 
things  she  would  like  to  receive  as 
gifts.  Whoever  it  was,  though,  at 
once  reduced  chances  for  giving  un- 
wanted or  redundant  gifts  and  at 
the  same  time  gave  the  store  solid 
information  for  ordering  inventory. 
A  brilliant  move. 

Of  the  more  than  5,000  bridal  regis- 
tries now  open  at  retail  outlets  across 
the  country,  probably  no  one  has 
pushed  the  idea  further  than  Wood- 
ward &  Lothrop  ( 1980  sales,  $308  mil- 
lion), the  powerful  retailer  in  the 
Washington-Baltimore  area.  "Why 
should  a  bride  chase  around  town?" 
asks  Philip  O'Gulian,  director  of  ser- 
vices for  "Woodies."  "We  can  provide 
all  the  services  she  needs — gift  lists, 
studio  photographs,  formal  wear, 
wedding  cakes,  flowers  and  even  en- 
graved invitations — all  under  one 
roof."  Woodies  promotes  all  these  ser- 
vices through  in-store  displays  in  the 
bridal-oriented  parts  of  the  store — in 
effect,  cross-referencing  the  custom- 
er— and  has  gathered  many  of  the  ser- 
vices in  a  boutique-like  floor  plan  on 
the  fifth  floor.  In  the  two  years  it  has 
been  going,  traffic  on  the  fifth  floor  of 
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Some  Lenox  china  and  crystal  bestsellers 
From  adolescence  on,  an  inescapable  mes- 
sage: Want  love?  Buy  Lenox. 


the  downtown  Washington  store 
alone  is  up  60%  and  related  revenues 
are  up  20%. 

Others  have  no  comparable  device, 
worse  luck.  General  Electric,  for  ex- 
ample, is  heavily  promoting  its  appli- 
ance business  these  days  with  an  um- 
brella theme  of  "We  bring  good  things 
to  life"  and  assuming  it  will  get  its 
share  of  the  newlywed  market  that 
way.  According  to  Modern  Bride, 
87.5%  of  all  brides  buy  electric  irons, 
86.3%  toasters  and  62.6%  blenders. 
Obviously,  shotgun  promotion  re- 
mains more  cost-efficient  for  large 
firms  than  most  rifle1  approaches. 

Among  all  the  companies  aiming  to 
be  a  member  of  the  wedding,  a  very 
few  stand  out  as  preeminent  market- 
ers. Perhaps  the  best  of  these  is 
Lenox,  Inc.,  the  china  and  crystal 
company.  From  the  time  that  an 
American  female  turns  adolescent  she 
is  sure  to  encounter  an  advertising 
pitch,  starting  with  slick  ads  in  teen 
magazines,  that  says  "Love  leads  to 
Lenox."  There  may  be  only  the  tiniest 
hint  of  a  plate  on  the  page.  After  all, 
how  many  high  school  girls  really  give 
a  damn  about  plates?  But  love  ...  ah, 
love.  Lenox  goes  into  high  schools 
and  sponsors  table-setting  contests  in 
home  economics  classes.  The  prize? 
Lenox  tableware,  of  course.  "No  one 
goes  after  the  pre-bride  market  like 
we  do,"  boasts  Lenox  CEO  John 
Chamberlin.  "We've  concentrated  on 
making  the  wedding  business  our 
core.  Now  we  are  playing  off  that  to 
extend  brand  names  and  lines." 


As  a  result,  Lenox  is  now  a 
good  deal  more  than  a  china 
company,  selling  not  only  a 
third  of  the  fine  china  in  this 
country  but  a  quarter  of  all  the 
crystal  stemware  and  almost 
20%  of  all  wedding  rings.  It  add- 
ed up  last  year  to  sales  of  $243 
million,  earnings  of  $19  million 
and  a  return  on  equity  of  16.6%. 

As  Lenox  is  to  china,  so  Onei- 
da Ltd.  is  to  flatware.  This  up- 
state-N.Y.-based  $359  million 
(sales)  firm  is  the  largest  manu- 
facturer of  stainless  steel  flat- 
ware in  the  country.  Oneida  had 
the  good  sense  to  pioneer  in  the 
growing  stainless  market  even 
though  it  had  a  secure  place  in 
sterling  and  silver  plate.  It  sold 
its  first  stainless  in  1950.  Thus, 
when  the  price  of  silver  began  to 
go  through  the  ceiling  in  1979, 
it  was  not  a  one-line  company 
in  danger  of  being  priced  out  of 
the  market.  Instead,  Oneida  had 
come  up  with  a  technique  for 
producing  traditional  silver  pat- 

  terns  in  the  more-difficult-to- 

work  steel.  The  result  was  that  Onei- 
da wound  up  getting  top  dollar  for 
stainless.  Says  Robert  Sanderson, 
president  of  Oneida's  Silversmiths  di- 
vision, "Anyone  thinking  of  selling 
beautiful  stainless  for  $350  ten  years 
ago  would  have  been  put  away." 

In  their  respective  fields,  Oneida 
and  Lenox  share  one  marketing  tech- 
nique, that  in  large  measure  explains 
both  their  success  and  the  difficulty 
smaller  outfits  have  in  duplicating  it. 
Both  of  them  pride  themselves  on  the 
number  of  lines  they  make  that  are 
"open  stock."  Let  a  bride,  or  her 
mother,  break  a  plate  or  carelessly 
scrape  a  fork  into  the  garbage  and 
chances  are  good  that  she  will  be  able 
to  replace  that  plate  or  fork  in  the 
same  pattern,  even  years  after  it  was 
purchased.  It's  obviously  costly  to 
keep  patterns  available  long  after  their 
earliest — and  longest — production 
runs.  But  as  a  marketing  angle — ask 
any  butterfingers — it  has  few  peers. 

There  is  one  long-range  marketing 
tactic  available  to  everyone,  despite 
the  difficulties  in  zeroing  in  on  the 
newlyweds.  That's  to  give  satisfac- 
tion to  all  and  hope  for  the  begin- 
nings- of  brand  loyalty.  "Many  of 
these  honeymooners  have  never  tak- 
en a  big  airline  trip  before,"  notes 
Bruce  Noonan,  a  specialist  in  vaca- 
tion advertising  for  Eastern  Air 
Lines.  "If  we  can  get  them  to  Eastern 
and  convince  them  Eastern  treats 
them  well,  then  in  five  years  they'll 
come  back  to  us  when  they  want  to 
take  their  kids  to  Disney  World."  ■ 
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Want  to  see  the  Pony  Express 
come  through  again? 


The  tradition  lives  on  in  Borg-Wamer 's  Pony  Express5  courier  system,  a  ready  fleet  of  modern 
vehicles  that  safely  speed  vital  packages  and  documents  for  business  and  government.  That's  Borg-Wamer 
today.  And  there's  more  to  come.  In  eight  major  markets,  Borg-Wamer  is  a  company  to  watch. 

Watch 
Bora-Warner 


Koran  annual  report  write:  Borg-Wamer,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois 60604 


The  world's  largest  ranch  and  the  worlds 
largest  oil  company  are  happy  with  their 
48-year-old  drilling  lease,  but  two  King 
Ranch  heirs  are  suing. 


In  the  best  of 
families 


terested  in  drilling  for  water  than  oil, 
had  been  reluctant  to  enter  a  business 
he  didn't  know  well.  But  his  son  Rob- 
ert Jr.,  desperate  for  cash  during  the 
Depression  in  order  to  continue  the 
cattle-breeding  business  that  had  been 
his  grandfather's  dream,  quickly 
signed  a  deal  giving  Humble  Oil  &. 
Refining  Co.,  now  Exxon  U.S.A.,  ex- 
clusive drilling  rights  on  the  ranch. 

In  some  ways  the  deal  was  standard 
for  the  time.  Humble  assumed  all  ex- 
ploration risks  and  costs  and  the  Kle- 


By  Anne  Bagamery 


The  best  Texas  stories,  like 
Edna  Ferber's  Giant,  are  about 
family  and  oil  and  cattle  and 
money.  These  days  it  is  wise  to  add 
lawyers  to  Texas  stories,  like  this  one. 

South  Texas'  fabled  860,000-acre 
King  Ranch  entered  the  oil  business 
in  earnest  in  1933,  after  the  death  of 
Robert  Kleberg  Sr.,  the  son-in-law  of 
ranch  founder  Richard  King.  Kleberg, 
a  lawyer-turned-cattleman  more  in- 


bergs  retained  a  one-eighth  royalty  on 
the  gross  proceeds  of  production.  But 
the  deal  was  unusual  in  that  it  gave  a 
single  company  exclusive  rights  to  a 
huge  parcel  of  land  and  20  years  to 
drill.  In  the  1930s  other  landowners 
were  writing  five-  or  ten-year  leases  in 
order  to  get  the  oil  and  royalties  flow- 
ing as  quickly  as  possible. 

In  1953  Humble  and  the  Klebergs 
negotiated  two  lease  extensions — one 
for  10  years,  a  second  for  50  years  in 
exchange  for  a  one-sixth  royalty;  large 
for  its  time  but  puny  compared  with 
the  one-quarter  royalties  landowners 
get  today. 

Did  the  Klebergs  settle  for  less  than 
they  might  have?  One  oilman  familiar 
with  the  deal  observes  that  "you 
couldn't  write  that  deal  now,"  but  ex- 
plains: "In  the  old  days,  landowners 
were  happy  to  let  the  oil  company 
handle  everything."  King  Ranch  at- 
torney Leroy  Denman  Jr.  says  his  cli- 
ents are  satisfied.  "These  things  are 
always  a  business  trade,  with  no  clear 
winners  and  losers,"  says  Denman. 

But  two  Kleberg  heirs  are  charging 
in  separate  lawsuits  that  there  were 
losers  all  these  50-odd  years — the 
King  Ranch  and  themselves.  One  of 
the  heirs,  Robert  R.  Shelton,  charges 
in  his  suit  that  Exxon  failed  "to  ex- 
plore and  develop  properly  the  leased 


The  main  home  on  the  King  Ranch  in  the  1930s,  when  the  first  deal  was  struck;  (inset)  the  ranch's  famed  "running  W""  brand 
Where  the  Klebergs  raised  cattle  and.  Exxon  found  oil—and  the  family  fell  out  over  both. 
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premises"  and  "to  properly  market 
gas  produced."  He  also  claims  that 
Exxon  "failed  to  exercise  either  rea- 
sonable prudence  or  good  faith  in  the 
manner  in  which  it  computed  sever- 
ance tax"  to  distort  royalties. 

What  is  more,  Shelton  and  his  half- 
brother  Belton  Kleberg  Johnson — both 
independent  ranchers  and  business- 
men now —  are  suing  their  relatives 
claiming  they  failed  to  police  the  oil 
company,  resulting  in  lost  royalties. 
Shelton  also  claims  he  was  forced  out 
of  the  family  corporation — King 
Ranch  Inc.,  owned  by  over  50  mem- 
bers of  the  Kleberg  family — when  he 
tried  to  blow  the  whistle. 

The  stakes  are  sizable.  Shelton's  at- 
torney estimates  his  client's  loss  at 
over  $10  million.  And  Johnson's 
claims  could  amount  to  some  $50  mil- 
lion since  he  was  a  one-eighth  partner 
in  King  Ranch  when  he  broke  with 
the  family  in  1974  in  a  dispute  over 
his  share  of  uncle  Robert  Kleberg  Jr.'s 
estate. 

What  is  known  for  sure  is  that 
Exxon  drilled  its  first  successful  well 
on  the  ranch  in  1945,  12  years  after 
the  original  lease  was  signed,  and  hit 
the  second-largest  reserves  of  oil  and 
gas  in  Texas.  After  that,  the  company 
drilled  five  or  six  new  wells  a  year  and 
produced  revenues  of  $60  million  for 


Robert  Klebergjr.  with  racehorse  High  Gun 
He  wrote  the  original  deal. 

itself  and  $9  million  a  year  for  the 
family.  Under  the  new  lease  contract, 
which  runs  until  2013,  Exxon  has 
been  drilling  two  or  three  new  wells  a 
year,  producing  in  recent  years  $20 
million  a  year  for  the  Klebergs  and 


$100  million  for  the  company. 

From  there  it  becomes  a  matter  of 
argument.  One  Exxon  district  man- 
ager, who  requests  anonymity,  allows 
that  the  company  put  "about  50% 
effort"  into  exploring  the  ranch  prop- 
erty because  other  landowners  were 
pressing  it  to  "get  in  and  out  in  a 
couple  of  years."  Attorney  Denman 
points  out,  however,  that  the  kind  of 
quick  shot  that  is  customary  on  small- 
er acreage  wasn't  practical  on  a  piece 
of  land  the  size  of  King  Ranch,  where 
detailed  exploration  is  required. 

Exxon  won't  discuss  the  lawsuits 
which  are  pending  in  the  Harris  and 
Kerr  county  courts,  but  the  company 
and  King  Ranch  are  trying  to  have 
them  dismissed,  claiming  that  the 
heirs  can't  challenge  a  contract  to 
which  they  are  no  longer  a  party. 

Joseph  Jamail,  the  Houston  attor- 
ney representing  Shelton,  is  pressing 
his  case,  hoping  for  a  full-scale  trial  by 
the  end  of  the  year.  "The  defendants 
[Exxon  and  King  Ranch]  say  they  have 
a  good  working  relationship,"  says  Ja- 
mail. "We  say  it's  a  working  relation- 
ship, but  not  very  good." 

And  ranch  attorney  Denman  says 
simply  that  "These  things  happen  in 
big,  successful  families."  They  do,  of 
course,  but  in  Texas  the  stakes  get  up 
to  $60  million.  ■ 


Mexico,  of  course,  is  booming.  It  is  also 
borrowing.  But  there's  no  cause  for  alarm, 
insists  one  of  its  top  bankers. 


"Our  record  is 
hard  to  match" 


By  Jerry  Flint 


exico's  economic  standing 
in  the  world  has  grown  enor- 
mously in  the  four  years 
since  it  announced  that  it  had  vast 
reserves  of  oil.  And  so  has  the  size  of 
its  debts,  as  the  world's  bankers  have 
fallen  over  themselves  rushing  to 
Mexico  City.  By  the  end  of  this  year 
Mexico's  borrowings  will  rival  Bra- 
zil's: $40  billion  in  government  debt, 


possibly  $20  billion  more  to  its  pri- 
vate sector. 

Isn't  that  getting  to  the  worrisome 
level,  Forbes  asked  Agustin  Legorre- 
ta,  the  chairman  of  $14  billion  (assets) 
Banco  Nacional  de  Mexico  (Bana- 
mex)?  "What's  too  much  or  too  lit- 
tle?" Legorreta  replies  softly.  "If  we 
consider  the  size  of  others'  debts — 
Poland,  with  its  troubles;  Brazil, 
which  lacks  oil — Mexico  qualifies  as  a 
better  credit  risk  than  all  countries  in 


the  process  of  developing." 

Legorreta,  whose  bank  is  Mexico's 
second  largest,  promises  more  bor- 
rowing to  come.  Mexico's  internal 
rate  of  savings,  even  with  oil  money 
flowing  in,  will  not  suffice  for  the 
rapid  pace  of  the  country's  develop- 
ment, he  says.  And  so  it  will  be  a  net 
borrower — of  $5  billion  a  year  on  aver- 
age— for  many  years. 

Mexico's  oil  and  gas  export  rev- 
enues are  now  running  at  $18  billion 
annually,  and  the  country  will  be  pay- 
ing out  $3.5  billion  a  year  to  import 
food  while  it  uses  the  rest,  plus  the 
debt,  to  push  its  headlong  drive  to 
industrialize.  But  the  problem  with 
sudden  oil  wealth  is  that,  like  hard 
rain  on  sunbaked  soil,  it  often  floods 
an  economy  that  lacks  the  infrastruc- 
ture to  absorb  it. 

That  may  happen  elsewhere,  says 
Legorreta,  but  may  be  avoided  in 
Mexico.  "Let  me  mention  a  differ- 
ence from  the  other  oil  exporting 
countries,"  he  says,  repeating  a  Mexi- 
can point  of  pride.  "Mexico  had  made 
great  strides  in  developing  and  diver- 
sifying its  economy  without  the  oil. 
Our  economic  base  is  much  stronger, 
especially  as  compared  with  Arab 
countries  or  Venezuela.  It  is  not  due  to 
the  oil  that  we  are  suddenly  becoming 
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NOW 
AIR-INDIA 
HAS  NO 
FIRST  CLASS 
SEATS  TO 
LONDON. 

JUST 
SLUMBERETTES. 

No  extra  cost.  Just  extra  comfort. 
Because  now  every  Air-India  First 
Class  seat  is  a  Slumberette.  And 
Slumberette  seats  are  just  the 
beginning  of  Air- India's  First  Class 
service. 

We  only  have  16  seats  in  First 
Class.  Which  means  you  get  more 
room  and  comfort. 

You  also  get  truly  good  food 
(including,  if  you  wish,  your  choice 
of  Indian  cuisine),  caviar,  cham- 
pagne, vintage  French  wines, 
stereo  music,  movies. 

And  simply  superb  Indian  service. 

Service  that's  typically  Indian. 
Service  that  leaves  you  refreshed. 

In  fact,  Air-India's  First  Class 
service  is  so  good  that,  even  though 
you  can  sleep  your  trip  away,  you 
might  prefer  to  stay  awake. 

See  your  travel  agent  or  corpo- 
rate travel  department.  Or  give  us 
a  ring. 


THE  AMilE  THAT'S  DIFFERENT.  AND  BETTER. 

400  Park  Ave..  New  York,  N  Y.  10022. 
Toll-free  numbers:  Continental  U.S.  800-223-7776- 
N  Y.  State:  800-442-8115:  in  N.Y.  City:  (212)  751  -6200 

AIR-INDIA  SALUTES 
"MANIFESTATIONS  OF  INDIA" 
A  nationwide  presentation  of  Indian  culture 

Manifestations  of  Shiva 
2,000  years  of  Hindu  artistic  expression  at 
Kimbell  Art  Museum,  Dallas/Ft.  Worth 
August  1  through  September  27 
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a  fast-developing  country.  Our  record 
of  development  is  hard  to  match  by 
anybody:  6%  a  year  in  real  terms  over 
the  last  three  decades."  The  speeded- 
up  growtb  rate  this  year  is  7.4%. 

"The  oil  revenues  are  an  enormous 
help, "  explains  the  45-year-old  banker, 
"because  they  reduce  to  a  substantial 
degree  a  major  problem — lack  of  hard 
currency  for  importing  the  capital 
goods  necessary  for  development." 

Having  made  that  declaration  of 
confidence,  Legorreta — whose  Bana- 
mex  operations  include  ownership  of 
a  bank  in  California  and  management 
of  the  International  Mexican  Bank 
consortium  in  London — concedes 
that  inflation  is  running  at  30%  in  his 
country  this  year  and  that  recent  talk 
of  peso  devaluation  is  not  farfetched. 

"Mexico  has  adopted  a  sliding  peg 
system  that,  if  continued  at  the  rate 
we've  been  observing  in  the  first  four 
months  of  the  year,  will  tend  to  bring 


down  the  peso  10%  or  11%  as  com- 
pared with  the  dollar.  Probably  the 
system  could  avoid  a  major  devalu- 
ation in  the  near  future,"  he  says. 
"However,  if  we  keep  seeing  such  in- 
flation differences  with  the  U.S.,  even 
the  system  of  sliding  the  peso  will  not 
take  care  of  the  problem." 

The  real  solution?  "Bring  down  in- 
flation," he  says.  That  won't  be  easy, 
of  course,  because  Mexico  has  no  in- 
tention of  slowing  its  economic  ex- 
pansion. "It's  going  to  demand  a  lot  of 
discipline  from  the  politicians  and  the 
businessmen,"  says  Legorreta.  Has 
anyone  ever  managed  that?  "The  Ger- 
mans," he  responds  with  a  smile, 
which  gives  you  some  idea  of  the  easy 
confidence  of  Mexican  businessmen 
these  days.  That  spirit  has  already  im- 
pressed international  bankers.  And 
now,  with  the  advent  of  the  Mexico 
Fund  (see  story,  p.  98),  it  may  do  the 
same  for  U.S.  equity  investors.  ■ 


Agustin  Legorreta  of  Banco  National  de  Mexico 

Dont  compare  Mexico  to  the  Arab  countries  or  Venezuela. 
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What  is  black  and  white, 
influences  the  buying  decisions  of  8  out  of  10  women, 
cuts  the  cost  and  time  of  marketing  your  product 
— and  is  read  all  over? 


Source:  Crosslev  Survvvs  Inc. 
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Most  jobs  can  be  divided  into  two  parts: 

Meaningful  work.  And  the  time- 
consuming  chores  that  keep  you  from 
getting  to  it. 

This  is  one  of  those  perennial  problems 
that  business  people  have  traditionally 
chosen  just  to  grin  and  bear. 

But  it's  getting  harder  and  harder  to 
grin— particularly  when  you  consider  all 
the  money  wasted  because  people  are  increas- 
ingly busy  and  decreasingly  productive. 

At  Xerox,  we  can  help  correct  the 
problem. 

For  example,  we  make 
-        "  ~  machines  that  can 
help  give  you 
finished  reports 


during  the  time  you  might  otherwise  spend 
waiting.  The  machines  are  Xerox  copiers, 
and  we've  spent  years  making  ones  that  not 
only  copy,  but  also  collate,  reduce  and  even 
staple  sets  together  automatically. 

There  are  also  Xerox  machines  that 
create,  edit,  store  and  retrieve 
information  electronically. 
Saving  people  hours  of  need- 
less effort. 

And  Xerox  machines 
that  take  information  right  from  computers, 
then  print  it  out  using  the  typeface  and 
format  you  choose.  All  at  two  pages  a  second. 

There's  even  a  special  cable— called  the 
Ethernet  cable— that  can  link  office 

machines  into  a  single  network. 
Organizing  your  information  so 
that  it's  always  accessible,  instead 
of  occasionally  missing. 
In  other  words,  Xerox 
machines  help  make  you  more  productive 
by  doing  the  time-consuming  chores  you 
shouldn't  be  doing. 

Unlike  you,  our  machines  don't  have 
anything  better  to  do. 

XEROX 
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XEROX®  and  Ethfrnci  are  trademarks  of  XEROX  CORPORATION. 


The  new  closed-end  fund  specializing  in 
Mexican  stocks  has  a  beguiling  story  to  tell. 
The  values,  though,  may  turn  out  to  be 
better  tomorrow  than  today 


Better  manana? 


The  Funds 


By  Richard  Phalon 


It  was  mariachis  and  Margaritas 
when  the  Mexico  Fund — the  first  U.S. 
closed-end  investment  company  to 
specialize  in  Mexican  stocks — made 
its  market  debut  the  other  day.  De- 
mand was  brisk  enough  for  underwrit- 
ers (Merrill  Lynch,  Bache  and  Salo- 
mon Brothers)  to  raise  their  sales 
sights  $48  million  above  the  $72  mil- 
lion they  were  committed  to  raise. 

That's  an  auspicious  start.  But 
what  next? 

Many  new  closed-end  funds  slip 
to  a  discount  below  net  asset  val- 
ue. Would  the  Mexico  Fund  also  be 
dogged  by  the  same  pattern? 
Would  astute  investors  wait  out 
the  market,  hoping  to  buy  it  a 
couple  of  months  hence  at,  for 
example,  10%  to  15%  below  the 
$12  a  share  at  which  it  was  put  on 
the  block?  Or  would  the  fund,  be- 
cause of  its  highly  specialized  mis- 
sion, be  one  of  those  rare  birds 
that  soar  to  a  premium?  "All  we 
can  do  is  support  the  market  and 
piay,"  says  one  underwriter  who  — 
helped  put  the  deal  together. 

Time  would  seem  to  be  on  the  side 
of  investors  patient  enough  to  play 
the  waiting  game. 

Among  the  handful  of  people  who 
follow  the  crotchets  of  the  closed- 
ends,  it  is  hornbook  lore  that  most 
investment  company  shares,  are  a  bet- 
ter buy  after  than  at  an  underwriting. 
"It  depends  on  how  much  underwrit- 
ers want  to  support  the  market,"  says 
Thomas  J.  Herzfeld,  president  of  the 
Miami-based  Thomas  J.  Herzfeld  & 
Co.  "But  in  the  first  six  weeks  you 
usually  see  any  premium  disappear 
and  in  the  second  month  you  usually 


begin  to  see  a  discount." 

Heizer  Corp.  is  one  example  of 
what  Herzberg  means.  This  closed- 
end  fund  specializing  in  emerging 
growth  companies  came  to  market 
early  last  month  at  $  1 7.50  a  share,  and 
is  selling  at  about  15%  a  share — some 
1 7%  below  the  estimated  net  asset 
value  of  $18.86  a  share.  The  Nautilus 
Fund  is  another  example.  It  went  pub- 
lic in  February  1979  at  $15  a  share, 
and  within  three  months  had  slipped 


The  Bolsa  in  Mexico  City 
Demand-pull  and  pass-on  profits. 


to  a  discount  that  hung  on  until  the 
summer  of  last  year,  when  Nautilus 
shot  to  a  premium  on  the  strength  of 
its  holdings  in  Apple  Computer,  MCI 
Communications  and  other,  suddenly 
red-hot,  high-tech  issues.  By  early  this 
year,  though,  Nautilus  had  once  again 
slipped  to  a  deep  discount,  which  has 
only  lately  begun  to  narrow. 

Why?  Maybe  it's  how  things  get 
sold  on  Wall  Street.  For  every  share  of 
Heizer  sold,  the  underwriters  collect- 
ed a  commission  of  $1.25.  For  every 
share  of  the  Mexico  Fund  they  moved, 
the  underwriters  took  in  79  cents.  In 
the  aftermarket,   though,  commis- 


sions on  a  round  lot  of  either  stock 
might  run  to  40  cents  a  share.  "Many 
brokers  will  sell  closed-end  stocks  en- 
thusiastically when  there  are  big  com- 
missions involved,"  says  Tom  Herz- 
feld, "but  when  the  same  stocks  go  to 
a  discount  and  are  a  better  buy,  they 
don't  get  recommended,  possibly  be- 
cause the  incentives  aren't  there." 

Expert  Herzfeld  is  quick  to  note, 
however,  that  the  Mexico  Fund  may 
get  more  support  from  its  underwrit- 
ers than  most  closed-ends.  It  took  two 
years  to  work  the  idea  of  the  fund 
through  the  bureaucracies  on  both 
sides  of  the  border.  It  is  a  cannily 
engineered  device,  which,  through  a 
trustee,  gives  non-Mexicans  the  same 
ownership,  but  not  voting  rights,  as 
Mexican  nationals.  Mexico  sees  it  as  a 
way  to  add  depth  and  liquidity  to  a 
highly  volatile  Bolsa  badly  in  need  of 
both.  In  a  way,  the  touchy  national 
honor  is  involved  and  the  underwrit- 
ers will  presumably  do  the  best  they 
can  in  the  aftermarket  to  keep  their 
reputations  green  south  of  the  border. 
Strong  sponsorship  never  hurts  any 
stock  and  Tom  Herzfeld  notes  that 
"specialization — anything  that  makes 
a  fund  different — also  tends  to  narrow 
the  discount." 

Also  in  the  fund's  favor:  It  is  getting 
into  the  game  when  Mexican  stocks 
are  comparatively  cheap.  The  Bolsa 
has  backed  off  29%,  to  1228,  from  its 
record  high  of  1729  two  years 
ago.  Earnings,  on  the  other  hand, 
force-fed  by  the  single-minded 
drive  to  industrialize,  have  been 
expanding  at  a  net  inflation-ad- 
justed rate  of  20%.  John  Rhoads, 
a  U.S. -born  naturalized  Mexican 
who  heads  the  brokerage  firm  of 
Casa  de  Bolsa  Interamericana  in 
Mexico  City,  says  the  Mexican 
market  is  selling  at  5.2  times  this 
year's  projected  profits,  while 
major  commercial  banks  such  as 
Bancomer  are  going  for  as  little  as 
2.5  times  projected  earnings. 
One  reason  for  those  modest 
—  multiples,  says  Rhoads,  is  the 
pull  of  high  interest  rates — as  much 
as  30%  on  one-year  time  deposits — 
on  institutional  investors.  Those 
rates,  of  course,  reflect  the  equally 
high  rate  of  inflation  Mexico  is  will- 
ing to  absorb  as  part  of  its  hurry-up 
growth  plan.  "It's  a  demand-pull 
economy,"  says  John  Rhoads.  "Com- 
panies can  safely  pass  increased 
costs  to  their  customers." 

Like  Mexico  itself,  the  Mexico 
Fund  has  a  beguiling  story  to  tell.  For 
investors  who  like  to  buy  at  a  dis- 
count, though,  this  may  be  one  time 
when  manana  may  be  a  strategic 
move  whose  time  has  come.  ■ 
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England,now  only  H.65 


We  just  reduced  the  price  of 
oing  business  with  England, 
he  new  low  rate  is  $4.65  for  a 
-minute  call  when  you  dial  the 
all  yourself,  Monday  to  Saturday, 
a.m.  to 5  p.m.  And  it's  only  $3.60 
11  other  times.  A  nice  price  to 
ay  for  the  fastest  way  to  close  a 
eal  today. 

If  you  don't  have  International 
>ialing  in  your  area,  you  still  get 
le  same  low  rate  as  long  as  it's  a 
imple  Station  phone  call. 
3erson-to-person,  credit  card 
id  collect  calls,  for  example,  cost 
lore  because  they  require  special 
perator  assistance.)  Just  tell  the 
>cal  Operator  the  country,  city, 
rid  telephone  number  you  want. 

Here's  how  easy  it  is  to  dial 
ondon: 

ERNATIONAL  COUNTRY  CITY 
;CESSC00E        CODE  CODE 

Oil  +  44  +  1  +  LOCAL  NUMBER 

(If  you  are  calling  from  a 
buch-Tone*  telephone,  press  the 
#"  button  after  dialing  the  entire 
umber.  This  will  speed  your 
all  along.) 

Only  $4.65  to  close  a  deal  on 
le  spot.  What  a  nice  surprise! 
>r,  as  they  say  in  England, "That 
ikes  the  biscuit!" 

rademark  of  AT&T  Co 

(S)  Bell  System 


INITIAL3-MINUTE  DIAL  RATES 


FROM  THE  U  S 

DAY  RATE 

1  r\\tilC  D  D  ATC 

LUWt K  KAIL 

Austria 

$6 

15 

A 

—  A 

Belgium 

6. 

15 

$4.95  B 

Denmark 

6 

15 

4.95  B 

Finland 

6 

15 

4.95  d 

France 

6 

15 

—  A 

Germany 

6 

15 

4.95  C 

Ireland 

4 

65 

3.60  B 

Italy 

6 

15 

4.95  B 

Luxembourg 

6 

15 

4.95  B 

Monaco 

6 

15 

—  A 

Netherlands 

6 

15 

4.95  B 

inui  way 

6 

15 

Portugal 

6 

15 

4.95  B 

San  Marino 

6 

15 

4.95  B 

Spain 

6 

15 

4.95  B 

Sweden 

6 

15 

4.95  B 

Switzerland 

6 

15 

-  A 

United 

Kingdom 

4 

65 

3.60  B 

Vatican  City 

6 

15 

4.95  B 

A)  No  lower  rate  period 

B)  Nights5pm-5am&Sunday 

C)  Nights  5pm-5am  only 

Thecharge  for  each  additional 
minuteisl/3theinitial  3-min. 
dial  rate.  Federal  excise  tax  of 
2%  is  added  on  all  calls  billed 
in  the  United  States. 


There  are  always  mutual  funds  nobody 
wants.  But  recent  slow  movers  offer  a 
chance  to  profit  if  interest  rates  decline. 


Bond  funds, 
anyone? 


The  Funds 


By  Thomas  Baker 


I'n  every  family  of  mutual  funds, 
there's  always  something  nobody 
iwants,  and  over  the  past  five  years 
it  has  taken  the  hardest  of  hard  sells  to 
move  bond  funds.  During  that  period, 
according  to  Lipper  Analytical  Dis- 
tributors, these  investments  brought  a 
meager  27%  cumulative  return.  That's 
less  than  one-fourth  the  average  indus- 
try return  and  one-fifth  the  showing  of 
growth-stock  portfolios. 

Not  surprisingly,  bond  funds 
haven't  been  selling.  Investors  bought 


only  $800  million  worth  of  corporate 
and  municipal  long-term  funds  in  the 
first  quarter  of  1981.  At  the  same 
time,  they  poured  $2.9  billionper  week 
into  money  market  funds. 

Still,  even  black  sheep  can  have  their 
day.  With  real  rates  of  return  on  long- 
term  issues  at  their  highest  level  since 
the  Civil  War  (Forbes,  May  25),  bond 
funds  can  be  a  shrewd  play  for  small 
investors  who  want  to  lock  in  high 
yields  and  profit  from  rising  asset  val- 
ues if  interest  rates  decline.  Aside  from 
the  normal  mutual  fund  attributes  of 
diversification  and  ready  marketabil- 


Comparing  the  black  sheep 

Note  that  some  of  the  bond  funds  below  have  large  cash  reserves,  others 
relatively  small  ones.  If  you  think  interest  rates  have  already  peaked, 
buy  a  fund  that  is  heavily  invested;  if  you  think  rates  still  have  some 
way  to  go  on  the  upside  before  coming  down,  you'll  prefer  a  fund  with 
enough  cash  on  hand  to  take  advantage  of  a  further  decline  in  prices. 

Fund 

Yield 
3/80-3/81 

Total 
assets 
(millions) 
12/31/80 

Net  asset 

value 
per  share 
5/28/81 

%  of 
portfolio 
in  cash 
3/31/81 

Corporate 

Amer  Gen  High  Yield  Investment 

Fidelity  Corporate  Bond  Fund 

Investors  Selective  Fund 

John  Hancock  Bond  Fund 

T.  Rowe  Price  New  Income  Fund 

13.5% 

12.8 

12.9 

12.3 

13.5 

$236.7 
92.6 
529.0 
268.6 
363.7 

$9.05 
6.34 
6.66 

12.75 
8.00 

10% 

7 

3 
15 
34 

Municipal 

Dreyfus  Tax  Exempt  Bond  Fund 
Fidelity  High  Yield  Muni  Bond  Fund 
Kemper  Muni  Bond  Fund 
T.  Rowe  Price  Tax  Free  Inc  Fund 

8.9 
9.0 
9.0 
8.8 

723.7 
153.0 
170.4 
256.0 

10.07 
10.34 
7.17 
7.78 

0 
31 
0 

2 

Federal 

Vanguard  Fixed  Inc  GNMA  Portfolio 
Fidelity  Government  Securities 

NA 
13.0 

24.7 
64.9 

8.24 
8.98 

15 
0 

NA:  Not  available. 

Source:  Lipper  Analytical  Distributors.  Inc 

ity,  bond  funds  are  attractive  for  an- 
other reason:  bond-market  selling 
methods  make  it  hard  for  anyone  with 
less  than  $  1 00,000  to  get  the  best  rates. 
The  funds  can  do  that,  however,  and 
they  typically  charge  management 
fees  of  only  0.5%  per  year. 

Bond  managers  don't  report  any 
flood  of  new  money — despite  some 
predictions  that  prices  are  bottoming 
out.  "Demand  may  come  if  rates  actu- 
ally start  down,"  says  one  fund  man. 
"Our  customers  tend  to  lag  the  mar- 
ket." Once  net  asset  values  start  to 
climb,  fund  groups  may  start  promot- 
ing their  bond-related  wares,  and  that 
could  help  sales  too. 

All  funds,  of  course,  are  not  created 
equal.  "If  an  investor  is  convinced  in- 
terest rates  have  peaked,  he  should 
find  a  fund  as  close  to  fully  invested  as 
possible,"  says  Charles  Smith  of  T. 
Rowe  Price.  "When  the  market  runs, 
it  gets  the  full  pop."  His  own  New 
Income  Fund,  however,  is  currently 
staying  with  35%  cash,  though  that's 
down  from  50%  in  March. 

Beyond  that,  funds  with  the  largest 
percentage  of  long-term  bonds  will 
probably  move  up  faster  if  rates  de- 
cline. Check  the  average  maturity  fig- 
ure, but  remember  it  can  be  mislead- 
ing: A  portfolio  with  50%  in  40-year 
telephone  bonds  and  50%  cash  has  an 
average  maturity  of  20  years,  but  it 
wouldn't  perform  as  well  in  a  rally  as 
an  account  with  all  20-year  bonds. 

Another  useful  statistic  is  the  aver- 
age price  of  bonds  in  a  portfolio:  A  low 
average  price  means  more  leeway  for 
a  big  rally.  "It  doesn't  necessarily 
mean  that  the  fund  will  go  to  par,  but 
it  does  mean  that  if  there's  a  15-point 
rally  you're  not  going  to  be  underper- 
forming  the  market  anytime  soon," 
says  Ted  Busboom,  manager  of  Inves- 
tors Selective  Fund.  "With  a  par  port- 
folio, you'll  start  underperforming 
when  it  hits  around  1 10  or  112." 

In  the  case  of  the  municipal  funds, 
performance  has  been  a  bit  more  dis- 
couraging than  corporate  portfolios. 
But  tax-exempts  are  now  yielding 
70%  to  80%  as  much  as  taxables,  Bus- 
boom  points  out,  and  he  expects  that 
ratio  to  stay  firm  until  the  property 
and  casualty  insurance  companies 
reenter  the  markets  as  big  buyers. 

What's  the  best  way  for  an  investor 
to  get  these  statistics  and  size  up  a 
fund's  strategy?  A  prospectus  will 
help,  but  its  information  is  some- 
times dated  and  not  always  clear. 
Some  fund  heads  offer  another  sugges- 
tion: Speak  directly  to  the  portfolio 
manager.  Most  investment  houses 
have  toll-free  numbers,  and  the  guy 
who  runs  the  bond  fund  may  be  de- 
lighted to  hear  his  telephone  ring.  ■ 
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How  an  industrial  product 
from  Colt  Industries 
helps  get  more  highway 
out  of  a  gallon  of  gas. 


Specializing  in  the  development  and  manufacture  of  advanced,  fuel- 
efficient  carburetors,  our  Holley  Carburetor  Division  is  helping  make 
today's  American  small  cars  a  lot  less  thirsty.  The  Ford  Escort,  Mercury 
Lynx,  Plymouth  Reliant,  Dodge  Aries  and  the  Chevrolet  Chevette,  to 
name  a  few.  And  many  of  the  new  small  cars  also  feature  the  Holley 
electronic  feedback  carburetor  for  even  greater  fuel  efficiency.  Holley 
is  also  helping  improve  fuel  efficiency  in  older  cars  with  its  Econo- 
master®  line  of  replacement  carburetors. 

Holley  is  not  only  meeting  today's  rigorous  product  quality  and  per- 
formance standards,  but  is  also  advancing  technology  in  carburetion, 
fuel  injection  and  other  fuel  delivery  systems.  And  Holley  is  another  of 
the  well-known  brand  names  that  make  us  what  we  are  today.  A  $2  bil- 
lion company  with  a  broad  earnings  base  in  five  industry  segments. 
And  a  leading  supplier  to  the  industrial  sector  of  the  U.S.  economy.  For 
our  latest  financial  reports,  write  Colt  Industries  Inc,  Dept.  44,  430  Park 
Avenue,  New  York  N.Y  10022. 

Fairbanks  Morse  diesel  engines  •  Fairbanks  scales  •  Pratt  &  Whitney  and  Elox  production  equipment 

Qulncy  compressors  •  Central  Moloney  transformers  «TVent  welded  stainless  steel  pipe  and  tubing 
Crucible  permanent  magnets  and  coil  springs  •  Colt  firearms  □  Holley  carburetors  •  Chandler  Evans  fuel 
controls  •  Fairbanks  Morse  pumps  □  Crucible  specialty  steels  DGartock  industrial  seals  •  Stemco  truck 
products  •  France  compressor  products  •  Famam  gaskets  O  Menasco  shock  mitigation  systems. 


Colt  Industries 


Far  from  the  big-time  centers  of  the  rag 
trade,  Oshkosh  B'Gosh  takes  its  overall  suc- 
cess with  good-humored  calm. 


"Fashion  is  fickle" 


Oshkosh  B'Gosh  I 'resident  Charles  Hyde  in  his  1917  plant 
An  accidental  success  after  86  years  in  the  trade. 


By  William  Harris 

T|he  biggest  thrill  in  Osh- 
kosh," recalls  Milton  Berlc,  "us 
to  go  to  the  train  station  and 
smell  the  luggage."  Oshkosh,  Wis.,  a 
town  of  50,000  set  at  one  of  the  two 
junctions  of  Lake  Winnebago  and  the 
Fox  River,  has  been  the  butt  of  many  a 
vaudeville  joke — the  quintessential 
hick  town  with  the  Indian  chief's 
name.  "I  know  Oshkosh,"  quips 
Henny  Youngman.  "I  spent  a  week 
there  one  night."  In  bygone  days  the 
Oshkosh  Trunk  Co.  capitalized  on 
that  name  recognition,  establishing 
itself  as  a  premier  U.S.  luggagemaker. 
Today,  as  a  manufacturer  of  brightly 
colored  denim  and  cotton  overalls, 
Oshkosh  B'Gosh  Inc.  is  cashing  in 
on — and  somewhat  living  up  to — that 
hick  image. 
Tiny,   family-controlled  Oshkosh 


B'Gosh  (sales,  $42  million)  has  been 
making  unstylish  work  clothing  for 
the  past  86  years.  But  denim  overalls, 
which  once  were  the  uniform  of  farm- 
ers, railroadmen  and  Walter  Brennan, 
are  now  children's  fashion.  Millions 
of  kids  are  running  around  in  durable, 
loose-fitting,  multipocketed  gar- 
ments, most  of  them  being  Oshkosh 
B'Gosh  overalls.  The  real  joke  is  that 
while  such  giant  competitors  as  $2 
billion  (sales)  Levi  Strauss  beat  their 
fists  trying  to  get  a  piece  of  the  kids' 
overalls  market,  the  success  of  Osh- 
kosh B'Gosh  has  been  almost  acci- 
dental, even  reluctant. 

"Let's  just  say  we've  been  dragged 
along  by  the  consumer  demand  for 
kids'  overalls,"  admits  Oshkosh  Presi- 
dent Charles  F.  Hyde.  "We've  reacted, 
but  that  demand  was  not  in  our  corpo- 
rate plans."  The  company  has  made 
peewee  overalls  since  the  turn  of  the 


century,  but  it  took  another  company 
to  show  Oshkosh  that  there  was  a 
national  market  for  the  children's 
product. 

In  1968  the  Oshkosh-based  mail- 
order house  Miles  Kimball  Co.  includ- 
ed a  pair  of  Oshkosh  B'Gosh  chil- 
dren's overalls  in  its  Christmas  cata- 
log as  a  novelty  item.  Oshkosh  itself 
was  on  the  verge  of  discontinuing  the 
small-fry  line,  but  thought  better  of 
doing  so  when  it  saw  the  catalog  re- 
sponse. Some  15,000  orders  came  in 
that  year,  and  the  folks  at  Oshkosh, 
who  until  that  time  had  distributed 
90%  of  their  overalls  only  within  a 
600-mile  radius,  began  scratching 
their  heads.  "If  overalls  are  that  popu- 
lar for  Miles  Kimball  customers,"  re- 
calls the  tall,  spare,  61 -year-old 
Charles  Hyde,  "why  shouldn't  retail- 
ers find  some  sort  of  response  for 
them?  Maybe  our  traditional  outlets — 
men's  and  boys'  clothing  stores — are 
the  wrong  outlets." 

Good  thought,  by  gosh,  but  Hyde 
didn't  know  exactly  what  to  do  next. 
So  he  imitated.  Oshkosh  B'Gosh  sent 
out  direct  mail  solicitations,  just  like 
Miles  Kimball,  to  hundreds  of  chil- 
dren's clothing  stores  across  the  U.S. 
And  the  orders  poured  in. 

Today  there  is  such  demand  for 
Oshkosh  B'Gosh  overalls,  selling  at  a 
retail  price  of  $15,  that  the  com- 
pany— which  recently  increased  pro- 
duction by  65% — cannot  make 
enough  to  satisfy  retailers.  All  stores 
are  on  allocation.  And  though  many  of 
Oshkosh's  7,000  customers — includ- 
ing Bloomingdale's  and  Macy's — 
complain  about  late  shipments,  they 
are  begging  for  more  product.  Osh- 
kosh has  become  a  leader  in  children's 
apparel,  right  up  there  with  the  likes 
of  Healthtex,  Izod,  Blue  Bell  and  Levi 
Strauss. 

It  has  also  become  the  profitability 
leader  of  almost  any  industry.  Since 
1976,  Oshkosh  sales  have  jumped 
96%,  to  $42  million.  Earnings  have 
grown  122%  in  the  same  five-year 
period,  to  1980's  $3.3  million,  and, 
with  little  debt,  Oshkosh's  return  on 
equity  has  averaged  21%.  While  unit 
sales  of  adult  overalls  have  been  de- 
clining steadily  since  the  1960s — 
along  with  the  diminishing  number  of 
farmers  and  railroad  workers — the 
kiddie  version,  along  with  other  chil- 
dren's wear,  now  accounts  for  44%  of 
Oshkosh  sales  and  about  50%  of  oper- 
ating profit.  The  kids'  wear  is  spin- 
ning off  enough  cash  this  year  to  fi- 
nance the  company's  inventory  build- 
up for  the  fall  retailing  season,  while 
most  other  clothingmakers  must  bor- 
row at  20%  to  finance  their  back-to- 
school  inventories. 
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Still,  there's  something  about  Osh- 
kosh B'Gosh  as  a  corporate  entity 
:hat  immediately  brings  to  mind  all 
:hose  hick  town  chestnuts.  Perhaps 
X's  the  sight  of  Hyde's  ground-floor 
jffice,  with  its  vinyl-upholstered  fur- 
niture and  a  view  that's  always 
blocked  by  trucks  from  a  local  dairy. 
Dr  the  story  of  how  Oshkosh  cracked 
:he  high-volume,  high-class  depart- 
nent  store  market  with  its  children's 
jveralls.  Oshkosh  B'Gosh,  remember, 
sells  work  clothes,  which  department 
stores  traditionally  hung  in  their  base- 
nents,  near  the  lawnmowers  and 
sower  tools.  While  Hyde  cogitated  in 
:he  mid-1970s,  department  stores 
:ame  to  him  with  orders  for  the  kid 
stuff.  Their  customers  had  heard  of 
ind  wanted  Oshkosh  B'Gosh.  "We 
;ave  our  first  order  for  kids'  overalls 
lirectly  to  the  company  in  1974,"  re- 
nembers  Barbara  Kanaya,  children's 
nerchandise  manager  at  Seattle's 
vlordstrom's.  "Later,  we  found  out 
Dshkosh  had  a  sales  rep  in  our  tern- 
ary. He  just  never  came  by." 

As  the  demand  for  the  Oshkosh 
i'Gosh  kids'  overalls  snowballed, 
-lyde  beefed  up  his  sales  force.  He  did 
lot,  however,  contract  out  piecework 
:ewing,  as  other  clothingmakers 
night  have  done.  Hyde  wanted  qual- 
ty  control,  not  leaping  sales  figures. 
\l\  Oshkosh  clothing  is  still  manufac- 
ured  much  as  it  always  has  been, 
-abric,  120  layers  thick,  is  cut  by 
land,  then  stitched  together  at  break- 
leck  speed  by  a  team  of  seamstresses. 


Hyde  didn't  increase  Oshkosh's 
production  capacity  until  1979,  fi- 
nancing two  new  plants  completely 
out  of  cash  flow.  "We  wanted  to  make 
sure  this  was  not  a  flash-in-the-pan 
development,"  says  the  conservative 
and  fashion-leery  Hyde.  Oshkosh 
B'Gosh  finally  opened  its  first  Sev- 
enth Avenue  showroom  in  February. 

So  is  Hyde,  at  last,  picking  up  the 
tempo?  Well,  yes  and  no.  This  fall,  for 
example,  the  company  will  distribute 
infants'  overalls  with  a  snap  crotch. 
Changing  a  baby  won't  involve  dis- 
robing. Hyde  smiles  toothily  and  ad- 
mits he  didn't  think  of  that  feature; 
his  customers  asked  for  it. 

In  a  trade  that  is  so  fashion-con- 
scious and  hype-ridden,  there  is  both 
charm  and  seasoned  judgment  to  Osh- 
kosh B'Gosh's  "aw  shucks"  approach. 
Oshkosh,  first  of  all,  is  a  secure,  fam- 
ily-run company.  Most  of  its  400  or  so 
stockholders  are  Fox  River  valley  lo- 
cals whose  families  bought  their 
shares  back  in  1929,  eight  months 
before  the  stock  market  crash.  They 
earned  $8.63  a  share  last  year  on  the 
thinly  traded  stock,  and  received  a 
$2.35-a-share  cash  dividend  to  boot. 
Although  Oshkosh  B'Gosh — traded 
by  a  handful  of  marketmakers  in  the 
Midwest — carries  a  price/earnings  ra- 
tio of  only  4,  Hyde  has  no  worries 
about  the  company's  being  bought  out 
from  under  him.  He  is  a  member  of 
the  Wyman  family,  which,  with  an- 
other Oshkosh  clan,  has  held  a  50% 
controlling  interest  since  1934.  Earl 


Wyman,  Hyde's  father-in-law,  was 
chairman  right  up  to  the  day  he  died, 
at  83,  in  1978. 

By  the  time  Earl  Wyman  arrived  on 
the  scene  as  the  company's  fourth 
owner  since  its  founding  in  1895,  the 
Oshkosh  solid  and  "hickory  striped" 
denim  overalls  were  already  well- 
known  garments  throughout  mid- 
wtstem  farming  communities.  Wy- 
man expanded  the  business  into  other 
work  clothes,  like  painter's  pants, 
work  shirts  and  denim  jackets.  Osh- 
kosh B'Gosh  still  makes  these  gar- 
ments, in  all  sizes. 

And  Hyde  has  every  intention  of 
continuing  to  make  them.  "We've  got 
to  remain  a  well-thought-of  name  in 
utility  clothing,"  he  says.  "That's 
what  everything  else  is  based  on."  He 
pauses,  leans  back  in  his  chair  and 
reveals  Oshkosh  B'Gosh's  real  ap- 
praisal of  the  fashion  apparel  market. 
"Yeah,  maybe  we  can't  satisfy  the 
demands  of  our  children's  wear  cus- 
tomers," he  says,  "but  we  do  take  care 
of  all  demands  from  our  workwear 
customers.  Children's  isn't  going  to 
be  around  forever,  because  fashion  is 
fickle.  Work  clothing//'///  be  around." 

Although  such  garments  as  paint- 
er's pants  are  becoming  hot  items  in 
the  children's  line,  Hyde's  attention  is 
now  on  an  aggressive  magazine  ad 
campaign  to  revive  sales  to  adults, 
among  whom  Hyde  shrewdly  counts 
young  adults.  Fie  is  targeting  both  the 
college  crowd  and  the  workingman 
for  his  durable,  unfussy  and  competi- 
tively priced  workwear. 

Meanwhile  he  is  trying  to  broaden 
his  children's  market  penetration 
with  a  full  range  of  Oshkosh  items — 
jumpers,  skirts  and  T-shirts.  And  he's 
beginning  to  explore  the  virtually  un- 
tapped European  market. 

Hyde  is  not  ignoring  the  reports 
from  children's  merchandisers  and 
buyers  across  the  country  who  say 
that  Oshkosh  B'Gosh  overalls  will  be- 
come as  basic  as  the  diaper.  He's  just 
recognizing  that  children  have  always 
worn  some  kind  of  overall  and  that 
the  Oshkosh  B'Gosh  kids'  overall  suc- 
cess is  already  drawing  competition 
from  private-label  garments. 

When  all  is  said,  what  makes  Osh- 
kosh B'Gosh  attractive  is  that  it  has 
business  acumen  but  avoids  self-im- 
portance. When  a  company  has  lived 
for  86  years,  its  people  can  take  the 
long  view.  And  they  can  smile  along 
with  the  rest  of  the  country  when 
Milton  Berle  cracks:  "Oshkosh  is  so 
small  that  the  Howard  Johnson's 
there  has  only  one  flavor."  It  has  only 
one  overall  maker,  too,  but  the  world 
has,  nevertheless,  found  a  way  to  beat 
a  path  to  its  door.  ■ 
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Mary  Kay  sales  directors  Chris  Jackson,  Judy  McCoy  and  Kathy  Halverson 

Pink  cars  and  mink  coats  help  turn  housewives  into  tigers  of  the  cosmetics  industry. 

Apply  pink  Cadillacs  and  cash  up  front  to  the  booming  skin-care 
industry  and  you've  got  profits  powerhouse  Mary  Kay  Cosmetics. 

The  flight  of  the 
bumblebee 


By  Howard  Rudnitsky 

"The  reason  our  symbol  is  the  bum- 
blebee is  that  aerodynamically  the 
bumblebee  shouldn't  be  able  to  fly," 
smiles  Richard  Rogers,  president  and 
cofounder  with  his  mother,  Mary  Kay 
Ash,  of  Mary  Kay  Cosmetics.  "But 
the  bumblebee  doesn't  know  it,  so  it 
goes  on  flying  anyway." 

The  symbol  is  apt.  On  paper  the 
Dallas-based     skin-care  company 


shouldn't  be  able  to  fly  as  well  as  it 
does  against  such  giants  as  Avon 
Products  and  Tupperware  (Dart- 
Kraft).  But  it's  soaring.  Mary  Kay's 
sales  have  shot  from  $54  million  in 
1978  to  $167  million  last  year  and 
should  hit  $250  million  this  year.  Net 
income  has  climbed  even  faster — 
from  $5  million  in  1978  to  $15  million 
in  1980 — and  will  probably  increase 
by  about  50%  in  1981.  Mary  Kay's 
return  on  a  virtually  unleveraged  equi- 


ty was  an  astonishing  48%  last  year. 

Equally  impressive  has  been  the 
aerodynamics  of  Mary  Kay  shares 
since  early  1979,  when  they  sold  be- 
low 5.  By  the  end  of  May  they  had 
increased  to  $66  a  share,  for  a  market 
value  of  $460  million — more  than 
one-third  of  which  is  controlled  by 
Rogers  and  his  mother.  At  the  end  of 
May  Rogers  announced  a  2-for-l  split. 

Mary  Kay  makes  skin-care  products 
and  sells  directly  to  the  customer,  us- 
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ing  Tupperware-like  parties  in  the 
home.  More  than  120,000  "beauty 
consultant"  salespersons,  working  on 
commission,  give  free  facials  and 
beauty  tips  and  sell  about  $75  to  $100 
worth  (retail)  of  merchandise  per  par- 
ty. They  are  motivated  by  2,500-plus 
sales  directors  and  by  Mary  Kay  her- 
self, a  blond-haired  great-grandmoth- 
er, who  conducts  the  company's  an- 
nual inspirational  sales  meetings  in 
Dallas  and  hands  out  such  incentives 
as  free  trips,  diamond  pins,  mink 
coats  and  pink  Cadillacs  (see  box). 
And,  of  course,  all  sales  are  cash  up 
front,  of  which  $19  million  remains  in 
Mary  Kay's  coffers  (up  from  $11  mil- 
lion at  the  end  of  1980). 

If  Mary  Kay  is  the  heart  of  Mary 
Kay  Cosmetics,  her  son  is  the  oper- 
ational brains.  Rogers,  at  37,  has  been 
working  with  his  mother  since  the 
age  of  6.  He  used  to  pack  orders  and 
count  the  week's  receipts  every  Satur- 
day when  Mary  Kay  was  a  saleswom- 
an for  Stanley  Home  Products.  After  a 
short  stint  in  the  Marines,  he  briefly 
sold  life  insurance.  Then,  at  the  age  of 
20,  he  started  Mary  Kay  Cosmetics 
with  his  mother  after  her  second  hus- 
band died  of  a  heart  attack  in  1963. 

Shrewdly  positioned  in  the  skin- 
care  end  of  the  cosmetics  market, 
where  Avon  was  a  minor  factor,  the 
company  grew  fast.  By  1972  it  was 


Mary  Kay  President  Richard  Rogers 
Consider  the  bumblebee. 

doing  a  volume  of  $18  million  a  year 
and  increasing  its  sales  force  by  30% 
to  40%  a  year.  But  by  the  mid-Seven- 
ties the  bumblebee  took  a  nose  dive; 
for  a  while  it  looked  as  if  the  aerody- 
namics engineers  might  have  been 
right.  Mary  Kay's  sales  growth  fell  be- 


Judy  McCoy  of  Milwaukee  is  the 
kind  of  success  story  Mary  Kay 
Cosmetics  likes  to  talk  about.  Mrs. 
McCoy,  31,  is  a  Mary  Kay  senior 
sales  director  whose  income  this 
year  will  run  into  six  figures.  Less 
than  five  years  ago  she  was  a  house- 
wife, "looking  to  make  $50  a  week 
and  get  out  of  the  house  a  bit." 

How  did  she  become  a  tiger  of  the 
cosmetics  business?  "If  anyone  asks 
why  I've  been  successful,"  she  says, 
"it's  because  I  wanted  to  win.  Just 
dangle  a  mink  coat  in  front  of  me." 

Mrs.  McCoy  started  her  Mary 
Kay  dealership  in  1976  with  a  $300 
bank  loan  for  which  her  husband 
cosigned.  Startup  credit  is  vital,  be- 
cause Mary  Kay  makes  its  people 
pay  cash  up  front  for  merchandise. 
Now  her  husband  works  for  her — 
along  with  225  others — and  credit 
for  her  is  no  problem.  She  can  easily 
finance  her  $2,500  inventory  from 
cash  flow.  "I  think  my  husband  was 
typical  of  other  husbands  when  I 
started,"  she  says.  "He  wasn't  sure 


Tou  gotta  believe 


if  it  was  a  fluke.  I  had  to  show  him. 
But  nothing  talks  to  men  as  money 
does." 

Most  of  the  sales  directors  and 
"beauty  consultants"  who  work  un- 
der Judy  McCoy  aren't  established, 
so  she  recommends  they  start  off 
with  bank  loans.  McCoy  figures  if  a 
woman  has  to  meet  payments,  she 
won't  spend  the  money  she  makes 
right  away.  "My  goal  is  to  get  my 
people  on  a  profitmaking  basis," 
she  says.  "So  they're  not  spending  a 
lot  of  time  messing  around." 

Unfortunately,  few  of  Mary  Kay's 
beauty  consultants  come  close  to 
the  kind  of  money  Judy  McCoy  and 
her  sisters  (see  photo)  make.  Most 
consultants  are  lucky  to  earn 
$1,500  a  year  in  a  nine-hour  week; 
the  more  active  ones,  perhaps 
$4,000.  And  heaven  help  the  disillu- 
sioned consultant  who  wants  to  re- 
turn her  unused  beauty  kit  for  a 
refund.  She's  given  seemingly  end- 
less pep  talks  before  the  company 
comes  across  with  the  money. 


low  the  inflation  rate  from  1974 
through  1977,  and  as  recently  as  1978 
earnings  before  taxes  were  lower  than 
they  were  in  1975.  Hardly  a  superior 
performance  for  a  company  smack  in 
the  middle  of  a  growth  business 
(Forbes, May  25).  Was  the  company  in 
a  maturity  crisis,  as  was  Avon  in  the 
1970s — only  at  an  earlier  stage? 

Indeed,  Rogers  and  his  mother  had 
problems  but  they  had  been  obscured 
by  the  company's  dazzling  growth. 
"During  much  of  the  Seventies  we 
were  expanding  geographically  from  a 
regional  company  to  a  nationwide 
one,  so  we  never  had  to  admit  we  had 
a  problem,"  he  says.  A  big  part  of  it 
was  that  for  years  management  ig- 
nored the  red  light  of  inflation.  "In 
1970  our  average  sales  director  earned 
about  $12,000  a  year,"  says  Rogers, 
"compared  with  $6,000  for  an  execu- 
tive secretary.  So  we  were  getting  a 
lot  of  proficient  beauty  consultants 
moving  up  to  sales  directors."  But  by 
the  late  Seventies  Mary  Kay's  sales 
directors  were  still  making  about 
$12,000  a  year  while  executive  secre- 
taries had  jumped  to  $12,000  to 
$13,000.  "We  lost  our  competitive 
edge  in  the  job  market,"  Rogers  says. 

Rogers  plunged  into  the  task  of 
making  the  bumblebee  fly  again  after 
taking  advantage  of  a  lagging  stock  in 
1977  to  buy  in  14%  of  Mary  Kay's 


Directors  like  Judy  McCoy  teach 
and  recruit,  so  in  addition  to  sales 
commissions  there  are  recruiting 
commissions  and  commissions  on 
the  recruits'  sales.  Teaching?  The 
curriculum  boils  down  to  sell,  sell, 
sell.  Like  learning  to  "nod  your 
head  yes  when  you're  talking  to 
your  customers — it's  a  mild  form  of 
hypnosis,"  as  the  consultant's 
handbook  advises.  Selling  only  one 
item  at  a  party  is  to  be  avoided,  too; 
the  idea  is  to  sell  the  customer  a 
whole  line  of  products. 

"We  are  more  a  teaching  than  a 
selling  organization,"  says  Richard 
Rogers.  The  end  product  is  the 
same,  though.  Take  Mary  Kay 
Ash's  autobiography  to  be  pub- 
lished this  fall  by  Harper  &  Row. 
Says  Rogers,  "It's  a  philosophical 
book  about  how  women  should 
conduct  their  lives."  But  in  the 
next  breath,  he  crows:  "What  if  we 
sell  a  million  copies  in  1982?  What 
do  you  think  that's  going  to  do  to 
recruiting?" — H.R. 
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shares  at  between  $5  and  $10  (adjust- 
ed for  a  1980  stock  split).  He  tendered 
for  another  700,000  shares  at  $13  in 
1979;  all  told,  Mary  Kay's  capitaliza- 
tion was  shrunk  by  about  25%.  "We 
decided  to  overhaul  all  our  compensa- 
tion programs,"  he  says.  Too  few  peo- 
ple were  earning  the  pink  Cadillac. 
"We  introduced  the  pink  Buick  Regal 
program.  Prior  to  that  only  the  top 
people  got  Cadillacs.  Now  the  whole 
middle  structure  can  earn  a  car." 

He  continues:  "Then  we  introduced 
a  $300-a-month  volume  bonus  on  top 
of  the  existing  commission  schedule. 
We  have  also  raised  the  recruiting  bo- 
nus to  $400  a  month.  So  if  they  hit 
both  bonuses,  that's  $700  a  month 
more.  And  we've  changed  our  recruit- 
ing commissions  from  4%  to  8%." 
The  result:  "We  turned  things  around 
in  just  V-h  years  and  regained  our 
competitive  edge.  With  the  average 
income  of  our  sales  directors  now  ap- 
proaching $25,000,  that's  caused  a 
real  explosion  of  growth  in  the  sales 
organization." 

Rogers  also  revamped  and  broad- 
ened his  product  line.  But  not  too 
broad:  He  hasn't  forgotten  that  one  of 
Mary  Kay's  strengths  is  its  compara- 
tively narrow  market  niche.  Today  a 
Mary  Kay  beauty  consultant  still  has 
only  45  items  to  show  a  customer  or 
to  carry  as  inventory.  By  contrast,  an 
Avon  representative  calls  every  two 
weeks  and  drops  off  a  catalog  with 
about  250  items  selected  from  the  650 
in  her  line. 

In  the  past  Mary  Kay,  like  many 
companies  on  the  way  up,  had  been 
reluctant  to  raise  prices.  That  changed 
too.  In  1978  Rogers  raised  prices  by 
15%,  in  1979  by  7%  and,  m  February 
of  this  year,  by  16%.  Most  of  the  last 
hike  will  come  down  to  earnings.  So 
far  it  has  seemingly  had  little  effect  on 
unit  volume.  In  fact,  Rogers  boasts, 
repeat  business — over  35%  of  sales — 
has  not  eroded. 

As  for  the  future,  Rogers  says,  "We 
don't  have  any  saturation  problems  at 
all  between  today  and  $500  million  in 
sales  during  the  1980s.  Avon  does 
about  $2  billion  a  year  in  sales  in  the 
U.S.  and  Canada.  Back  in  1970  Tup- 
perware  did  less  than  $180  million  a 
year;  last  year  it  did  around  $800  mil- 
lion. And  remember,  35%  of  our  busi- 
ness is  repeat — which  is  important 
because  we're  not  constantly  selling 
to  new  people.  As  we  grow,  we're 
bringing  our  customer  base  forward." 

The  sudden  spurt  in  business  since 
late  1978,  which  so  far  has  not  re- 
quired major  capital  outlays,  will  get 
expensive  from  now  on.  Substantial 
sums  will  be  required  for  the  first 
time.  One  analyst,  Brenda  Lee  Landry 


of  Morgan  Stanley,  estimates  the 
amount  at  up  to  $75  million  over  the 
next  two  to  three  years.  She  figures 
Rogers'  ambitious  sales  expansion 
will  require  Mary  Kay  to  raise  at  least 
$50  million  over  the  next  12  months. 
Result:  That  rising  cash  hoard  will  be 
eaten  up  quickly  and  it  will  be  neces- 
sary to  borrow  money,  perhaps  via  a 
convertible  issue. 


Furthermore,  Mary  Kay's  pell-mell 
expansion  could  produce  margin  prob- 
lems— it  usually  does.  Costs  could 
temporarily  get  out  of  control  and 
sales  could  slow.  In  other  words,  de- 
spite glowing  long-term  prospects, 
don't  expect  straight-line  growth.  Oc- 
casionally the  bumblebee  goes  in  cir- 
cles. But  so  far,  it  has  always  found  a 
way  to  right  itself.  ■ 


From  Charles  Ungerman's  corner  of  the 
aircraft  industry,  change  comes  in  20-year 
cycles.  But  that's  the  beauty  of  it. 


A  gilded 
lily  pad 


The  Up-And-Comers 


By  Carol  E.  Curtis 


When  Charles  Ungerman  left  the 
Navy  at  the  end  of  World  War  II,  he 
had  four  General  Motors  car  dealer- 
ships in  Woburn,  Mass.  to  go  back  to, 
established  before  the  war  with 
$4,000  in  seed  money.  The  dealer- 
ships prospered,  but  Ungerman  grew 
restless.  So  in  1951  he  put  several  of 
his  GM  mechanics  to  work  in  a  back- 
yard machine  shop.  It  was  nothing 
fancy — just  an  old  Quonset  hut  filled 
with  lathes  and  other  machines. 

Ungerman  also  snagged  one  highly 
skilled  machinist  from  General  Elec- 
tric's  big  Lynn  plant  down  the  road  by 
promising  him  half  of  anything  the 
machine  shop  made.  That  may  have 
been  the  smartest  move  Ungerman 
ever  made.  His  new  partner  brought 
Ungerman  a  curious — but  as  it  turned 
out,  significant — piece  of  business 
from  the  aircraft  industry:  GE  told 
Ungerman  and  his  partner  that  if  they 
could  take  a  new  English  patent  GE 
held  and  use  it  to  turn  out  three  car- 
tridge starters  for  a  Canberra  bomber, 
Ungerman's  little  shop  would  get  a 
$25,000  contract.  "We  made  them  in 
three  months,"  Ungerman  recalls. 
That  was  the  end  of  the  car  dealer- 
ships and  the  beginning  of  one  of  the 
most  profitable  subcontracting  busi- 


nesses in  the  aircraft  industry. 

As  a  specialist  in  making  and  fin- 
ishing jet  engine  parts — mainly  tur- 
bine blades,  airfoils  and  discs — Unger- 
man's Walbar  (a  contraction  of  the 


Walbar's  Ungerman  (seated)  and  Fischer 
"Those  same  little  parts." 
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FOR  A  MORE  DETAILED 
ANALYSIS  OF  YOUR  INTERNAL 

ACCOUNTING  CONTROLS. 
LEAVE  OUT  A  LOT  OF  DETAILS. 


Think  back  to  your  last  analysis  of  internal  controls.  A  lot  of  time,  money  and  effort  undoubtedly 
went  into  tracking  documents  through  your  system. 

Sales  orders.  Receipts.  Vendor  invoices.  Purchase  orders.  Memo  bills.  Forwarding  forms. 
Shipping  reports.  Payroll  records.  Expense  account  vouchers. 

All  in  multiple  copies.  Exhausting,  isn't  it?  And  not  at  all  necessary.  Because  now  there's  a  unique 
new  approach  to  documenting,  analyzing,  and  evaluating  the  validity  of  your  internal  accounting 
controls.  We  call  it  SEADOC,  for  "Systems  Evaluation  Approach:  Documentation  of  Controls." 

Here's  how  it  works.  Instead  of  tracing  documents  from  their  origin  forward  through  your  system, 
SEADOC  traces  information  from  the  financial  statements  backward  to  the 
point  of  origin. 

Because  irrelevant  paperwork  doesn't  enter  into  the  process,  SEADOC 
can  save  you  time,  money  and  effort. 

A  SEADOC  analysis  nelps  you  locate  those  points  in  your 
system  where  errors  are  likely  to  occur.  Then  helps  you  devise 
controls  to  guard  against  those  errors 


For  example,  SEADOC  identifies  the  potential  for  missing  information  and  mis- 
information. And  isolates  recordkeeping  functions  that  should  be  segregated  so  employees 
who  make  mistakes  are  less  able  to  conceal  them. 

Since  SEADOC  gives  you  documentation  that's  unambiguous  and  easy  to  understand, 
you'll  find  yourself  using  a  clear,  simple  system  to  describe  your  internal  controls.  Naturally, 
SEADOC  facilitates  reports  on  internal  accounting  controls. 
For  a  thorough  briefina  on  this  unique,  cost-effective  approach,  just  write  your  local  Peat  Marwick 
office.  Do  it  today.  And  let  SEADOC  help  you  move  your  business  ahead.  By  reversing  your  approach  to 
internal  accounting  controls. 

PEAT,  MARWICK,  MITCHELL  &  CO. 


nns  SIMPLE  PLASTIC 
rEMPLATE  IS  ALL  THE 
[AKDWAREYOU  NEED 
)  IM  PLEMENT  SEADOC 


Charles  Ungerman's  recipe 
far  success:  To  grow  in  this 
business  requires  not  so 
much  the  flexibility  to 
change  and  diversify  as  the 
patience  to  stick  with  what 
you've  got— even  when  the 
going  gets  rough. 


names  of  his  children,  Walter  and  Bar- 
bara) now  supplies  big  enginemakers 
like  GE,  Pratt  &  Whitney,  Garrett  and 
Germany's  Motoren-und-Turbinen- 
Union.  Of  30  leading  companies  in 
the  aircraft  industry  large  and  small, 
little  Walbar  ($65  million  sales)  has 
the  highest  aftertax  profit  margin 
(12%)  and  the  fourth-highest  return 
on  equity — 29%  (after  Macrodyne, 
American  Welding  &  Mfg.  and  Fair- 
child  Industries).  Sales  have  tripled 
since  1974.  Pretax  income  has  risen 
from  $1.88  million  in  1974  to  an  esti- 
mated $18  million  this  year,  with 
compound  annual  growth  averaging  a 
healthy  18%,  and  net  income  has 
more  than  doubled,  from  $3.7  million 
to  $7.8  million  in  the  last  two  years. 

In  many  businesses,  sticking  with 
just  a  few  components  would  be  a  sure 
recipe  for  slow  growth.  But  in  Wal- 
bar's  corner  of  the  industry,  the  oppo- 
site has  been  true:  Fast  growth  and 
high  profits  have  come  from  making 
the  same  parts  over  the  life  of  the 
subcontract.  Expansion  comes  from 
more  subcontract  work,  which  can 
last  20  years  or  more  on  parts  for  a 
single  engine. 

It  has  taken  Walbar  30  years  to  go 
from  a  Quonset  hut  in  the  backyard  to 
where  they  are  today.  Ungerman's 
recipe  for  success  was  learned  through 
hard  experience:  To  grow  in  this  busi- 


ness requires  not  so  much  the  flexibil- 
ity to  change  and  diversify  as  the  pa- 
tience to  stick  with  what  you've  got — 
even  when  the  going  gets  rough.  And, 
for  Walbar,  it  has  been  very  rough 
indeed  on  at  least  one  occasion. 

After  that  first  piece  of  business, 
GE  was  so  pleased  with  the  compo- 
nents Walbar  turned  out  that  Unger- 
man  wound  up  making  900  of  them. 
In  one  year  the  new  company  made 
$100,000  on  the  GE  starter  alone,  and 
Ungerman's  machinist-partner  made 
$42,000,  almost  6  times  his  $7,200 
annual  salary  at  GE. 

Ungerman  then  used  the  same  car- 
rot to  hire  three  more  GE  parts- 
makers,  giving  each  of  them  a  13'/3% 
share  of  profits.  Ungerman  and  his 
original  partner  cut  their  take  down  to 
30%  apiece,  and  all  five  took  their 
earnings  and  plowed  them  back  into 
Walbar  by  issuing  new  stock  and 
buying  it  themselves. 

The  business  kept  pouring  in.  By 
1966  Walbar  had  so  much  work  from 
GE  it  opened  up  a  bigger  plant  in 
Peabody,  Mass.,  to  be  closer  to  GE's 
Lynn  headquarters.  By  then,  Walbar 
was  also  making  blades,  airfoils,  discs, 
seals  and  vanes  for  ten  different  GE 
engines. 

That  original  model  for  growth — 
getting  valuable  subcontracts  from  a 
big  enginemaker,   then  building  a 


MINDS 

OVER  MATTER, 

An  Eagle  that  hunts  an  dark,  rainy  nights. 

The  task:  Build  a  fighter  to  thwart  enemy  plans  deep  in  hostile  territory.  The 
tools?  Metal,  machinery  and  the  minds  at  McDonnell  Douglas— scientists, 
engineers  and  technicians.  The  result  is  an  F-15  Eagle  with  remarkable 
capabilities.  It  can  fly  unrefueled  across  an  ocean  or  a  continent.  It  can 
pick  out  a  target  no  bigger  than  a  tank— day  or  night,  in  any  weather. 


plant  nearby  to  fill  them — worked 
well  for  Walbar,  up  to  a  point.  In  1962, 
Ungerman  opened  a  second  plant,  in 
Ibronto,  originally  to  churn  out  parts 
:or  a  nearby  GE  operation;  it  now 
works  mostly  for  Pratt  &  Whitney.  A 
third  plant  followed  in  1969  in 
Iempe,  Ariz.,  which  opened  to  fulfill 
i  $120  million  subcontract  from  Ari- 
zona's Garrett  Research  for  Garrett's 
731  engine.  A  fourth,  in  Florida,  is 
near  an  experimental  Pratt  &  Whit- 
ley  plant  developing  rocket  engines. 
Ml  told,  those  three  companies  ac- 
:ount  for  nearly  three-quarters  of  Wal- 
Dar's  sales. 

But  Ungerman  found  that  being  a 
little  brother  to  big  companies  was  a 
surefire  success  formula  only  as  long 
is  their  business  held  up.  By  1969, 
when  Walbar  had  grown  to  a  $23  mil- 
ion  company  with  a  corner  on  a  small 
Dut  thriving  end  of  the  business,  the 
aerospace  business  dried  up.  At  Wal- 
ter's Peabody  plant  alone,  $1  million 
in  monthly  business  fell  to  $200,000 
.n  just  eight  months. 

The  solution?  Ungerman  decided  to 
diversify.  He  began  making  gears  for 
turbo-prop  engines  and  valves  for  nu- 
:lear  submarines.  But  what  had  given 
Walbar  the  edge  in  the  blade  and  disc 
Dusiness — its  ability  to  precision-fin- 
ish parts  better  and  cheaper  than  the 
:ompetition — didn't  hold  true  with 


The  Up- And- Comers 

other  components.  "We  got  in  the 
soup,"  Ungerman  admits,  because 
Walbar  wasn't  any  better  at  making 
those  things  than  the  host  of  competi- 
tors it  faced.  Between  1970  and  1973, 
the  company  lost  $3  million,  much  of 
it  on  gears. 

That  taught  Ungerman  something 
he  never  forgot:  Stick  to  the  things 
you  know  how  to  do  better  and 
cheaper  than  anyone  else.  He  sold  off 
the  gearmaking  machinery,  got  out  of 
valves  and  returned  once  again  to 
those  few  specialized  parts  Walbar 
started  out  with.  Even  today  turbine 
blades  and  compressor  air  foils  alone 
make  up  79%  of  sales. 

It  was  a  costly  lesson.  To  get  work- 
ing capital  and  stay  in  business  after 
that  diversification  debacle,  Unger- 
man had  to  pay  interest  at  4%  above 
prime.  When  he  went  to  New  England 
Merchants  Bank  for  the  money,  he 
admits  the  bank  was  "scared  stiff." 
But,  he  hastily  adds,  he  got  the  mon- 
ey, and  he  says  proudly,  "We  never 
missed  a  bank  payment  by  a  day,  or  a 
paycheck  by  15  minutes."  As  the 
aerospace  business  recovered,  Wal- 
bar's  revenues  gradually  came  back. 

Sticking  to  their  lathes,  he  and  his 
skilled   machinists    kept  polishing 


their  expertise,  which  has  now  be- 
come sophisticated  indeed.  Despite 
Ungerman's  lack  of  a  college  degree 
(he  flunked  out  of  MIT),  his  technical 
knowledge  has  enabled  Walbar  to  es- 
tablish a  reputation  for  the  best  work 
in  the  industry  with  superhard  met- 
als. "The  parts  we  make  are  like  what 
a  brain  surgeon  does,"  he  says. 
"There's  no  room  for  error."  The  met- 
als used  in  turbine  engine  compo- 
nents must  withstand  temperatures 
as  high  as  2,800  degrees.  Superalloys 
are  required:  cobalt,  chromium  and 
titanium;  never  iron  or  steel.  In  the 
precision  finishing  of  a  3-inch  turbine 
blade,  where  the  metal  is  so  hard  only 
diamonds  will  cut  it,  an  error  of  one- 
thousandth  of  an  inch  could  be  a  gap 
wide  enough  to  cause  a  whole  engine 
to  blow  apart. 

In  one  aspect  of  precision  finishing, 
in  fact,  electrochemical  machining, 
Walbar  is  the  world  leader. 

In  other  niches,  Walbar  is  a  lower- 
cost  supplier  of  the  parts  it  makes 
than  the  enginemakers  themselves. 
The  big  companies  often  can  make 
the  same  devices  in-house,  but  a  part 
costing  Walbar  $25  to  make,  for  ex- 
ample, may  end  up  costing  a  major 
manufacturer  as  much  as  $40.  So,  bar- 
ring another  unlikely  downturn  for 
the  enginemakers — the  jet  engine 
market  through  the  1990s  for  planes 


Shots  in  the  arm  for  health  care. 

The  challenge:  Help  the  health  care 
industry  save  time,  money  and  lives. 
Our  solutions  include  faster  ways 
to  detect  diseases,  innovative 
^hospital  computer  systems, 
financing  for  medical 
equipment— even  a 
plan  for  producing 
vital  drugs 
in  space. 


A  missile  that  hides 
while  it  seeks. 

The  mission:  To 
guard  Free-World 
seas. The  missile- 
Harpoon.  Launched 
from  sub,  ship  or 
plane,  it  will  search 
out  any  target  within 
8,000  square  miles, 
skimming  low  over 
the  waves,  then 
leaping  up  to  strike 
from  above. 


To  run  each  plant,  Unger- 
man  appoints  a  general 
manager  with  considerable 
autonomy.  "These  manag- 
ers," he  says,  "are  like  fat 
frogs  on  lily  pads.  The  trick 
is  to  keep  getting  bigger  lily 
pads,  then  finding  the  right 
person  to  sit  on  them." 


like  Boeing's  757s  and  767s  alone  is 
expected  to  be  in  the  area  of  $10  bil- 
lion— they  have  little  incentive  to 
take  their  business  elsewhere. 

There  are  other  companies  making 
the.  same  components — including 
Howmet,  Ex-Cell-O  Corp.  and  TRW. 
But  in  its  corner  of  the  industry,  Wal- 
bar's  market  share  is  unmatched:  Of 
the  50%  of  the  market  farmed  out  to 
subcontractors,  Walbar  has  almost 
one-third  of  the  business.  And  few 
winds  of  change  blow  over  aircraft 
parts  manufacture.  Once  Walbar  gets 
the  Federal  Aviation  Administration 
to  certify  its  part  on  an  engine,  it 
stays  on  that  engine  for  the  life  of  the 
program,  usually  two  decades  or  more. 
"One  secret  of  this  business,"  says 
Walbar  Treasurer  Jack  Fischer,  "is  to 
become  involved  in  the  early  stages  of 
a  program,  then  become  specified  [by 
the  FAA]  as  the  maker  of  a  part." 
Walbar  is  currently  the  certified  man- 
ufacturer for  parts  on  50  different  en- 
gines. It  is  still  making  some  of  the 
same  parts  Ungerman  turned  out  25 
years  ago. 

It  can  be  slow  going,  though.  Walbar 
spent  seven  years  developing  the  pro- 
totype for  the  minuscule  hydrogen  gas 
pump  it  makes  for  the  space  shuttle 
under  contract  to  Rocketdyne.  R&D 
spending  can  be  as  much  as  $200,000 
on  prototype  work  for  a  single  part. 
To  finance  that  work,  Ungerman  re- 
lies almost  entirely  on  cash  flow  from 
company  operations.  Total  long-term 
debt  is  just  $1.7  million,  with  an  envi- 
able debt-to-equity  ratio  of  l-to-16. 

Walbar's  main  plant,  in  Peabody, 
Mass.,  will  never  become  a  tourist 
attraction.  It  consists  of  row  upon  row 
of  machines,  each  manned  by  a 
skilled  operator  in  various  stages  of 
making,  finishing  or  inspecting  a  part. 
The  parts  themselves,  odd-shaped 
pieces  of  metal,  wouldn't  rate  a  sec- 
ond look  on  a  scrap  heap. 

But  they  require  machinists  who 
make  up  to  $30,000  a  year.  The 
turnover  rate  is  low,  a  condition  Un- 
german carefully  nurtures  with  gener- 
ous overtime  pay  and  a  benefit  plan 
with  a  stock  option.  In  fact,  he  says, 
his  employees  are  the  main  reason  he 
took  Walbar  public  in  1979.  Under 
the  current  thrift  plan,  workers  can 
use  part  of  their  salary  to  buy  com- 
pany stock,  with  Walbar  kicking  in  a 
percentage  of  free  shares.  At  that, 
Ungerman  retains  67%  of  the  stock, 
his  original  partners  having  died  or 
been  bought  out  long  ago.  He  claims 
he  has  no  plans  to  sell  the  company, 
but  does  allow  that  a  secondary  offer- 
ing is  possible  if  "rapid  expansion" 
requires  it. 

Despite     the     thin     float — only 


The  Up-And-(  Vomers 

850,000  shares  are  publicly  traded — 
analysts  like  Walbar.  For,  besides  its 
high  profit  margin,  return  on  equity 
and  compound  annual  growth,  it  is 
the  beneficiary  of  some  very  nifty 
timing.  All  three  of  its  main  business- 
es— commercial,  general  and  military 
aviation — are  on  the  upswing.  The 
booming  general  aviation  market  is 
40%  of  Walbar's  revenues,  Boeing's 
new  planes  are  coming  on  stream,  and 
in  military  aircraft,  Walbar  is  a  sub- 
contractor on  engines  for  the  F-18 
fighter,  the  F- 15  fighter  and  even  the 
proposed  B-l  bomber,  if  it  is  revived. 

H.  Lloyd  Kanev,  who  follows  the 
industry  for  Smith  Barney,  Harris 
Upham  &  Co.,  sees  Walbar's  earnings 
growing  by  15%  to  20%  a  year  for 
most  of  this  decade.  Shearson  Loeb 
Rhoades'  Sandra  Roth  sees  yearly 
sales  gains  of  30%  through  1984. 

That  is  a  long  way  from  Unger- 
man's  quonset  hut  days.  But  in  some 
ways,  Walbar  is  still  the  same. 
Growth  at  each  of  the  four  plants  has 
been  structured  along  the  same  lines 
as  that  first  lucrative  relationship 
with  GE.  Each  plant  is  run  as  a  sepa- 
rate business,  with  the  cash  flow  from 
bigger  plants  financing  startup  of 
smaller  ones — always  near  the  cus- 
tomers they  serve.  Ungerman  is  cur- 
rently weighing  two  more  plant  sites, 
on  the  West  Coast  and  in  Cincinnati, 
near  potential  new  customers. 

To  run  each  plant,  Ungerman  ap- 
points a  general  manager  with  consid- 
erable autonomy.  "These  managers," 
he  says,  "are  like  fat  frogs  on  lily  pads. 
The  trick  is  to  keep  getting  bigger  lily 
pads,  then  finding  the  right  person  to 
sit  on  them." 

At  73,  Ungerman  is  still  Walbar's 
chief  executive,  though  he  maintains  a 
looser  rein  these  days,  from  his  home 
on  the  inland  waterway  in  Jupiter  Is- 
land, a  posh  residential  enclave  near 
Palm  Beach.  He  has  a  private  dock  at 
which  a  friend's  boat  may  be  frequent- 
ly tied  up — usually  an  aerospace  execu- 
tive. Most  of  his  working  time  is  spent 
keeping  track  of  which  engines  are 
likely  to  sell  well,  to  prevent  Walbar 
from  doing  expensive  prototype  work 
on  a  part  that  may  go  nowhere. 

When  so  much  of  your  business 
comes  from  so  few  customers,  there 
will  always  be  high  risk.  But  in  the 
unlikely  event  that  Walbar  stumbles,  it 
won't  be  because  Ungerman  is  con- 
fused about  which  business  he  should 
be  in.  "Every  dollar  we  make, "  he  says, 
"is  a  man  by  a  machine,  pumping  out 
those  same  little  parts.  The  key  is  to 
pass  that  on."  ■ 
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1  American  Satellite  Company. 


Who  has  the  capacity 
to  effectively  handle  your 
data  transmission  needs 
into  the 1990's? 


American  Satellite. 
We  own  space  in  space. 


jrican  Satellite®  has  an  owner- 
interest  in  the  existing  Westar 
illite  system  and  an  additional 
ership  interest  in  future  satel- 
.  This  means  we  can  assure  our 
omers  of  having  the  vital  space 
acity  they  need  in  an  increas- 
/  limited  natural  resource, 
wning  space  in  space  is  the 
:  of  foresight  you  would  expect 
i  American  Satellite — a  pioneer 
itellite  communications.  We 
3  the  first  to  offer  the  flexibility  and  reliability  of  an  all- 
:al  satellite  communications  network.  And  this  net- 
<  is  compatible  with  all  the  digital  systems  presently 
ig  considered  by  data  communications  planners, 
merican  Satellite  technology  also  lets  you  begin 
a  single  voice  or  data  line,  then  grow  into  high- 


ican  Satellite  Company  is  a  partnership 

en  subsidiaries  of  Fairchild  Industries  and  Continental  Telephone. 


Research  Blvd. 
301-251-8333. 


speed  data,  facsimile,  or  even  video 
teleconferencing.  As  your  needs 
change,  our  system  can  change 
with  them.  We're  able  to  incorporate 
new  technology  into  your  existing 
framework.  So  if  you're  looking  into 
business  satellite  communications, 
look  to  American  Satellite — a  com- 
pany that  has  your  needs  covered 
for  the  next  decade... and  beyond. 

For  more  information  write  to 
American  Satellite  Company,  1801C5 
,  Rockville,  Maryland  20850.  Or  call, 

AMERICAN 
SATELLITE 
COMPANY 

Between  heaven  and  earth 
there's  little  we  can't  do. 


[f  you're  out 
to  wire  the  world, 
you  need  a  bank 
you  can  plug  into 
inywhere. 

1957.  You  have  an  idea.  Build  a  network  of  warehouses  that  can 
liver  any  kind  of  wire  or  cable  anywhere  overnight. 

1971.  You've  opened  your  17th  warehouse.  Sales  are  $91  million, 
m're  looking  overseas. 

And  your  bank  turns  you  down  for  a  loan. 

What  now?  If  you're  Anixter  Brothers,  you  take  a  walk.  To  a 
nk  with  the  kind  of  vision  you  have.  First  Chicago. 

Ever  since,  First  Chicago  has  provided  capital  and  counsel  for 
>erations  and  inventory,  for  expansion  and  acquisitions  both  at 
>me  and  abroad  for  Anixter  Brothers.  We've  furnished  complete 
ide  finance  services  for  the  parent  company  and  its  subsidiaries. 

And  just  recently,  First  Chicago  Limited,  our  merchant  bank 
filiate  in  London,  co-managed  a  successful  $16  million  Eurobond 
;ue  to  finance  further  expansion. 

Anixter  Brothers  sales  are  over  $400  million  today.  They  have 
1  facilities  spread  throughout  the  U.S.  and  Canada,  in  the  U.K., 
irope  and  the  Far  East. 

And  they  have  a  bank  with  vision  and  a  warehouseful  of 
lancial  services  they  can  plug  into  wherever  they  go  next. 

If  that's  the  kind  of  bank  you  need,  phone  Tom  Benton, 
ce  President,  First  Chicago,  (312)  732-6241. 


FIRST  CHICAGO 

The  First  National  Bank  of  Chicago 


lanta  •  Baltimore  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Houston  •  Los  Angeles  •  New  York  •  San  Francisco 

>u  Dhabi  •  Athens  •  Beijing  •  Beirut  •  Brussels  •  Cairo  •  Calgary  •  Caracas  •  Cardiff  •  Cayman  Islands  •  Dubai 
lblin  •  Diisseldorf  •  Edinburgh  •  Frankfurt  •  Geneva  •  Guernsey  •  Hong  Kong  •  Jakarta  •  Kingston  •  Lagos 
mdon  •  Madrid  •  Manila  •  Mexico  City  •  Milan  •  Munich  •  Nairobi  •  Panama  City  •  Paris  •  Port-au-Prince  •  Rome 
■tterdam  •  Sao  Paulo  •  Seoul  •  Sharjah  •  Singapore  •  Stockholm  •  Sydney  •  Tokyo  •  Toronto  •  Warsaw  •  Zurich 

1981  The  First  National  Bank  of  Chicago.  Member  F.D.I.C. 


Ever  heard  of  Sonoco?  You  may  be  hear- 
ing a  lot  about  it.  The  boys  from  Hartsville, 
S.C.  have  their  own  markets  just  about 
sewn  up,  and  they're  looking  to  expand. 


$1  billion 
should  be  fun 


By  Paul  B.  Brown 


CHARLIE  COKER  SMILES  when 
asked  about  the  anonymity  of 
his  company.  "About  the  only 
time  we  hear  from  the  public  is  the 
letters  I  get  once  in  a  while  complain- 
ing about  a  restroom  along  an  inter- 
state somewhere."  He  always  replies 
politely,  explaining  that  his  company 
is  Sonoco,  not  Sunoco,  and  it's  a  pack- 
aging company,  not  an  oil  company. 

Some  packaging  company,  though: 
Coker's  Hartsville,  S.C.  concern  leads 
the  Forbes  Yardsticks  in  profitability. 
Its  sales  of  $490  million  last  year 
stood  42%  higher  than  in  1978,  and 
its  17.3%  return  on  equity  over  the 
last  five  years  was  a  third  better  than 
the  industry  median. 

Still,  it's  barely  known  outside  the 
Carolinas  and,  for  the  most  part,  that 
suits  its  48-year-old  Harvard  M.B.A. 
president  just  fine.  If  anyone  6  feet  4 
inches  tall  can  be  said  to  have  a  low 
profile,  then  Charles  W.  Coker  Jr. 
does.  Reporters,  he  concedes  apolo- 
getically, make  him  uncomfortable. 

Sonoco  Products  Co.  is,  in  essence, 
a  packaging  job  shop.  If  a  company 
needs  a  special  package  for  its  prod- 
uct, it  calls  Sonoco,  and  Charlie 
Coker's  people  design  and  manufac- 
ture it  in  one  of  their  100  plants 
throughout  the  world.  "Everything  is 
produced  for  a  specific  customer  or- 
der; we  have  very  little  inventory," 
Coker  says.  "Our  emphasis  is  on  cus- 
tomer service  and  getting  the  product 
out  promptly.  That  is  why  we  have 
this  proliferation  of  small  branch 
plants.  Our  products  are  bulky  and 
cannot  be  shipped  a  great  distance 
without  substantial  cost,  so  we  have 
literally  followed  our  customers 
around  the  world." 

As  a  result,  Sonoco  has  cornered  a 
piece  of  the  market  that  its  larger 


competitors  ignored,  and  the  com- 
pany spends  a  great  deal  of  effort  mak- 
ing sure  it  holds  on  to  it.  Coker  is 
fanatical  about  productivity.  Every  re- 
quest for  a  new  employee  to  the  large- 
ly nonunion,  8,300-person  payroll  is 
reviewed  by  an  executive  committee 
and  ultimately  by  Coker  himself  to 
see  if  the  worker  is  truly  needed. 

The  same  attention  is  paid  to  cus- 
tomer relations.  "I  tell  my  people, 
'Let's  mind  the  store,'  "  Coker  says. 
"The  top  priority  here  is  doing  things 
the  right  way  and  doing  them  ex- 
tremely well.  I  think  our  success  has 


Sonoco  President  Charles  W.  Coker  Jr. 
"Let's  mind  the  store." 


been  in  gathering  a  niche  in  the  mar- 
ket and  sticking  to  our  knitting." 

The  knitting  analogy  is  historically 
appropriate.  Sonoco — which  was 
called  the  Southern  Novelty  Co.  when 
it  was  founded  by  Coker's  great- 
grandfather 82  years  ago — started  by 
supplying  paper  cones  to  hold  yarns 
used  in  southern  textile  mills.  Over 
the  years  the  company  branched  out 
into  paper  tubes  and  containers,  recy- 
cled paperboard  and  plastic  products. 
The  result:  Textile  supplies  now  ac- 
count for  about  one-third  of  sales.  But 
Sonoco  still  dominates  that  market  so 
thoroughly  that,  although  company 
officials  won't  discuss  market  share 
in  detail,  at  least  one  estimate  gives 
Sonoco  80%  of  the  cones  used  in  the 
textile  industry. 

So,  with  a  good  portion  of  its  other 
markets  covered  as  well,  Sonoco  is 
looking  to  branch  out.  "We  are  in 
some  maturing  businesses,"  says 
Coker.  "We  would  like  to  find  some 
additional  businesses  to  get  into."  He 
has  the  financial  wherewithal  to  do 
that:  Sonoco's  long-term  debt  is  10% 
of  total  capital — the  industry  average 
is  50% — and  it  has  $21.8  million  in 
cash  or  equivalents.  Last  year  the 
company  bought  Baker  Industries  of 
Hartselle,  Ala.,  a  $35  million  (sales) 
manufacturer  of  reels  for  wire  and  cable 
companies. 

That  acquisition,  according  to  Peter 
C.  Coggeshall  Sr.,  executive  vice  presi- 
dent, will  be  typical  of  future  ones: 
"Over  the  years  we've  had  a  rather 
conservative  approach  to  our  financ- 
ing, and  preferred  to  finance  our  own 
expansion  rather  than  use  our  debt 
capacity."  That  may  change,  he  says, 
depending  on  the  acquisition.  But  the 
company  is  not  likely  to  acquire  for 
stock,  he  adds,  because  at  a  recent  27,  or 
9  times  earnings,  "we  feel  our  stock  is 
undervalued.  It'snot  widely  traded,  and 
we  have  been  associated  with  the  paper 
and  textile  industries  that  traditionally 
have  had  low  P/E  ratios.  We  have  never 
tried  to  appeal  strongly  to  institutions. 
We  tend  to  be  a  regional  stock." 

As  a  prudent,  conservatively  run 
company  should,  Sonoco  plans  to  ac- 
quire companies  in  related  fields.  Says 
T.C.  Coxe  HI,  senior  vice  president  for 
corporate  development,  "We're  going 
to  stick  to  something  we  understand. 
We  think  we  understand  an  industry 
supply  operation  and  we  can  respond 
to  those  customers'  requirements." 

Still,  Coker  says,  there  is  no  real 
hurry.  While  his  markets  are  matur- 
ing, they're  not  ready  for  Social  Secu- 
rity. Sonoco  could  probably  double 
sales  within  five  to  seven  years,  ac- 
cording to  company  officials — just  by 
sticking  to  its  knitting  a  bit  longer.  ■ 
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Edited  By  William  G.  Flanagan 

Finding  a  lawyer— 
what  the  stars  say 

Flinding  a  good  lawyer  has  never 
been  easy — even  though  they  can 
now  advertise.  Perhaps,  in  fact,  it  is 
even  harder  to  find  the  right  lawyer 
now  because  they  can  advertise. 

Almost  everyone  has  occasion  to 
require  the  services  of  an  attorney  for 
business  or  personal  reasons.  On  aver- 
age, in  fact,  every  American  will  ei- 
ther sue  or  be  sued  once  during  his 
lifetime. 

Forbes  went  to  four  of  the  more  fa- 
mous lawyers  in  the  country  to  get 
their  recommendations  for  finding 
expert  legal  help. 

Edward  Bennett  Williams,  re- 
nowned criminal  trial  lawyer  in 
Washington,  D.C.,  and  part  owner  of 
the  Washington  Redskins,  suggests 
that  the  quest  for  a  particular  legal 
specialist  should  begin  with  your  own 
general-practice  lawyer.  Says  Wil- 
liams: "It's  always  safest  to  be  re- 
ferred by  a  lawyer  to  another  lawyer 
who  will  have  some  expertise  for  the 
client's  particular  needs." 

Steer  away  from  the  bar  associ- 
ations' referral  services,  too.  "In  their 
effort  to  be  absolutely  fair,  they  just  go 
down  the  list,"  warns  Williams. 
"They  don't  even  begin  to  evaluate 
the  talents,  abilities  and  competence 
of  a  lawyer." 

If  you  are  with  a  large  company,  he 
says,  seek  out  the  advice  of  inside 
counsel  and  ask  for  two  or  three 
names  of  outside  experts.  Once  you 
have  selected  a  lawyer  to  see,  suggests 
Williams,  ask  for  a  complete  break- 
down of  fees.  You  are  entitled  to 
know  who  will  actually  be  working  on 
your  case,  and  how  the  time  will  be 
spent.  Make  it  understood  that  when 
the  bill  arrives,  you  will  not  be  con- 
tent with  one  bottom-line  figure. 
Costs  are  not  likely  to  get  out  of  hand 
if  from  the  outset  your  lawyer  and  his 
associates  know  that  their  time  will 
be  scrutinized  carefully. 

Simply  going  to  the  "best"  lawyer  is 
no  guarantee  he  or  she  will  work  on 
your  case.  When  Williams  first  started 
practicing  law,  for  example,  he  tried 
negligence  cases  for  insurance  compa- 
nies, bus  and  streetcar  firms  and  public 
utilities.  "I  tried  so  many  of  them  in 


five  years  that  I  never  want  to  see  an- 
other one, "  he  sighs.  As  may  be  the  case 
with  your  prospective  lawyer,  Wil- 
liams now  refers  all  those  cases  to  his 
associates. 

When  it  comes  to  payment,  even 
superlawyers  can  be  flexible  about 
scheduling.  Williams  maintains  he 
has  no  rigid  system  for  collecting.  "All 
kinds  of  financial  arrangements  can 
be  worked  out  depending  on  the 
case,"  he  adds. 

Melvin  Belli,  the  flamboyant  San 
Francisco  attorney  who  built  a  reputa- 
tion in  personal  injury  and  medical 
malpractice  cases,  suggests  trying  the 
local  grapevine  to  find  the  right  lawyer. 
"First,  get  a  consensus  [about  a  specific 


Edward  Bennett  Williams 
"Financing  can  be  worked  out. 


lawyer]  from  talking  with  newspaper 
people  you  may  know,  some  judges  you 
know — the  people  who  move  the  com- 
munity," says  Belli.  "Then  go  to  him 
personally,  and  see  how  you  get  along.  If 
you  don't  think  you  could  work  with 
him,  then  get  the  hell  out  of  there." 
Belli  says  he  judges  his  clients  by  the 
same  measure — by  his  ability  to  work 
with  them. 

The  last  step  is  to  check  with  the 
legal  community.  "I'm  talking  about 
the  informal  association,"  says  Belli. 
"Say  you  know  an  older  tax  attorney 
who  wouldn't  think  of  going  to  court 
anymore.  He  might  be  able  to  tell 
something  about  your  prospective  at- 
torney, from  personal  knowledge  or 
by  checking  around  for  you.  The  in- 
formal association  will  then  tell  you  if 
he  hasn't  written  anything  recently, 
hasn't  done  any  lecturing,  or  if  he's  an 
idiot  in  court." 

Belli  places  no  stock  in  going  to  the 
state  or  local  bar  association  or  the 
Martindale-Hubbell  Law  Directory  for 
recommendations.  He  calls  the  direc- 
tory listings  "the  worst  criteria  I 
know  of."  Small  wonder  he's  so  criti- 
cal. If  Belli  were  listed  in  the  directo- 
ry, it  would  doubtless  indicate  that  he 
was  suspended  by  the  California  State 
Bar  Association  back  in  1974  over 
some  liquor  ads  he  appeared  in.  That 
suspension,  however,  which  could 
have  ended  a  lesser  attorney's  career, 
doesn't  seem  to  have  done  him  too 
much  harm. 

R.aoul  Lionel  Felder,  a  lethal  New 
York  "bomber,"  or  divorce  lawyer, 
agrees  with  Belli  about  the  Martin- 
dale-Hubbell directory.  "I  know  there 
are  some  lawyers,  for  whose  expertise 
I  have  no  respect,  who  have  lovely 
biographies,"  says  Felder.  "On  others 
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whom  I  do  respect,  there's  only  a  line 
or  two."  But  Felder  thinks  the  directo- 
ry can  be  useful  in  another  way — 
learning  whom  the  law  firm  repre- 
sents. That  could  turn  up  any  conflicts 
of  interest  with  your  own  case.  And 
the  directory  does  give  a  good  idea  of 
the  attorney's  areas  of  expertise  and 
experience. 

Let's  say  you  are  looking  for  a  di- 
vorce lawyer.  Felder  suggests  you 
check  the  M-H  directory  to  see  how 
many  of  the  lawyers  have  atrial  back- 
ground. With  rapid  changes  in  the  di- 
vorce laws  over  the  past  few  years, 
Felder  believes  that  if  a  divorce  lawyer 
does  not  have  years  of  trial  experi- 
ence, the  client  is  disserved  since  the 
lawyer  must  be  prepared  to  slug  it  out 
in  court. 

In  interviewing  an  attorney  for  a 
divorce  case,  Felder  suggests  you  do 
the  following: 

•  Ask  how  many  cases  he  has  tried 
to  completion.  The  more  the  better. 

•  Ask  if  you  can  read  any  of  his 
transcripts  or  briefs  (with  the  names 
of  his  clients  crossed  out,  of  course). 
Pay  the  lawyer  extra  if  need  be  to 


•J 


obtain  the  copies.  Then  you'll  have  an 
idea  of  the  lawyer's  style. 

•  Draw  up  a  retainer  agreement,  if 
you  like  the  lawyer,  to  work  with  that 
lawyer  only.  No  need  to  pay  to  bring 
up  to  date  some  other  associate  at  the 
last  minute. 

•  Ask  to  have  some  provision  in- 
cluded in  the  retainer  agreement  in 
the  event  you  decide  to  switch  law- 
yers in  midstream.  This  will  smooth 
over  the  severance. 

Here  are  some  of  Felder 's  sugges- 
tions on  what  not  to  do  in  choosing  a 
divorce  lawyer: 

•  Don't  take  advice  from  a  friend 
who  has  used  a  lawyer  in  his  own 
divorce.  "He  may  have  been  adequate 
or  inadequate.  The  friend  has  no  way 
to  judge." 

•  Don't  choose  the  nice  guy  at  your 
country  club.  Comments  Felder:  "I 
would  be  cautious  of  the  lawyer  who 
is  not  so  busy  he  can  just  drop  by  for 
dinner  and  talk  about  crabgrass  over 
drinks  at  the  club.  Simple  divorces 
have  now  been  made  complicated  by 
the  wave  of  equitable  distribution 
laws.  If  you  own  a  small  business,  a 
divorce  that  would  have  required  $100 
a  week  in  support  now  must  be  evalu- 
ated in  terms  of  a  dissolution  of  a 
$100,000  business  partnership." 
Felder  recommends  you  find  someone 
who  spends  at  least  40%  of  his  time 
with  divorces;  100%  if  there  are  sub- 
stantial assets. 

•  Don't  pick  a  lawyer  just  because 


o 


San  Francisco  attorney  Melvin  M.  Belli 
"Directory  listings  are  the  worst." 


Raoul  Felder  in  his  Fifth  Ai'enue  office 
"Simple  divorces  are  complicated." 

his  name  was  in  the  paper.  Lawyers 
who  are  busy  will  turn  away  from  cases 
where  the  value  is  only  publicity. 

•  Don't  retain  the  lawyer  who 
doesn't  charge  for  the  initial  consulta- 
tion. "That  tells  you  he  needs  clients 
and  has  a  lot  of  time  on  his  hands." 

•  Don't  check  into  the  huge  corpo- 
ration law  firm  you  may  have  dealt 
with  in  your  business,  unless  you 
know  the  right  person.  Frequently, 
your  contact  will  just  walk  down  the 
hall  and  ask  if  anybody  knows  of 
someone,  says  Felder. 

Marvin  Mitchelson  of  palimony 
fame  was  reached  in  Paris  on  the  trail 
of  yet  another  big-bucks  divorce  case. 
As  might  be  expected  of  one  whose 
credits  range  from  the  Donahue  show 
to  60  Minutes,  he  thinks  word  of 
mouth  can  be  valuable  in  finding  legal 
help.  "But  for  the  lawyer,  it's  like  be- 
ing a  baseball  pitcher.  You're  only  as 
good  as  your  last  win." 

Mitchelson  advises  talking  to  a  lot 
of  people  and  getting  a  consensus, 
then  running  a  check  with  the  bar 
association  just  to  make  sure  the  law- 
yer is  not  in  trouble,  or  doesn't  have  a 
history  of  grievances. 

But  Mitchelson  also  stresses  the 
importance  of  getting  along  personal- 
ly with  your  attorney,  and  of  making 
time-  available  to  him  so  he  can  do 
his  job.  "I  represented  Richard  Harris 
through  two  divorces,"  he  says. 
"When  he  was  filming  Camelot,  we 
used  to  get  down  in  the  mud  together 
during  shooting.  It  was  the  best  time 
to  talk  to  him.  Or  take  Dr.  Carl  Sa- 
gan.  Certainly  a  successful  man.  We 
get  along  well,  and  I  didn't  mind  go- 
ing up  to  the  heavens  with  him,  and 
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TWA  redefines  First  Class 


Introducing  Royal  Ambassador  Service 


In  First  Class,  good 
is  not  good  enough. 

The  very  least 
you  should  expect 
is  excellence. 
That  said,  we  present  a  First 
Class  service  which  we  believe 
not  only  meets  that  standard,  but 
sets  it. 

Royal  Ambassador  Service, 
from  TWA. 

A  better  class  of  seat. 

Our  seats,  for  one,  are  more 
comfortable  than  ever.  (Not 
surprising.  They've  been 
redesigned  with  that  in  mind.) 


We've  installed  brand  new 
Sleeper -Seats3"  in  our  747's  as 
well— seats  which  recline  farther 
than  ever.  So  naturally,  falling 
asleep  in  one  is  simpler  than  ever. 


Our  new  747  Sleeper- 
Seat  reclines  farther  than 
ever  before. 


An  appeal  to  one's 
good  taste. 

The  food  will  come  as  a  rather 
pleasant  surprise. 

On  international  flights, 
for  example,  there's  American 
caviar.  Chateaubriand  with  sauce 


perigeaux.  Lobster  Thermidor. 
Vintage  wines  from  California 
and  France.  Liqueurs,  cognacs, 
cordials,  and  more. 

Nor  does  the  service  fall 
short  of  what's  being  served. 

It's  personal,  unharried 
and,  like  our  silver,  highly 
polished. 

A  check-in  area  and 
a  lounge  to  call  your  own. 

In  most  airports,  there's  a  special 
Royal  Ambassador  desk  to 
speed  you  through  check-in  and 
a  special  lounge  for  transatlantic 
passengers  to  relax  in  before  the 
flight. 

So  call  your  travel  agent, 
corporate  travel  department  or 
TWA.  And  experience  for 
yourself  one  of  the  finer  things  in 
flight. 

Royal  Ambassador, 
Service,  from  TWA. 


You're  going  to  like  us 


Royal  Ambassador  Service  is  available  on  every  transatlantic  and 
transcontinental  route  we  fly  as  well  as  selected  shorter  domestic  flights. 


Personal 
Affairs 


he  came  down  from  the 
stars  to  see  me." 

Mitchelson  also  cau- 
tions against  giving  advice 
to  the  lawyer.  "A  lot  of  peo- 
ple like  to  run  their  own 
lawsuits,  especially  in  di- 
vorce suits.  They  like  to  get 
even,  get  retribution,  score 
a  point  or  two.  You  must 
learn  how  to  check  your 
own  emotions  and  act  with 
humanity,  kindness  and 
decency." 

He  also  has  a  few  points 
to  make  about  fees. 

"The  client  should  es- 
tablish up  front  what  the 
costs  might  be.  If  the  law- 
yer charges  a  retainer,  the 
client  should  understand 
that  it  is  a  retainer  against 
a  percentage  of  the  out- 
come, or  against  hours, 
and  that  any  additional 
fees  based  on  extraordi- 
nary   services    can  be   

tacked  on  by  the  court  or  the  particular 
requirements  of  each  case."  And  in  the 
final  bill  you  should  never  be  hit  with 
any  big  surprises. 

You  should  expect  your  lawyer  to 
contact  you,  for  instance,  if  a  deposi- 
tion is  needed  from  a  witness,  to  tell 


you  how  much  it  might  cost  and  its 
importance  to  the  case.  A  full  ac- 
counting every  30  to  90  days  is  not 
unreasonable,  depending  on  how  fast 
the  legal  meter  is  running,  says  Mit- 
chelson. In  no  case  should  you  have  to 
wait  a  year  for  a  bill. 

Note:  In  the  late  summer,  look  for 
the  American  Lawyer  Guide  to  Law 


Palimony  attorney  Martin  Mitchelson 
"Act  with  humanity,  kindness,  decency. 


Finns,  a  profile  of  the  top  180  firms  in 
13  U.S.  cities.  It  should  prove  a  useful 
adjunct  to  other  sources  in  finding  a 
lawyer.  For  information  on  the  new 
book,  write  Jay  Kriegel,  American 
Lawyer,  2  Park  Ave.,  New  York,  N.Y. 
10016;  cost:  $390.— Gerald  Odening 


Universal  life  insurance 


Y'ou  can  expect  your  insurance 
salesman  to  be  calling  you  soon 
about  a  new  kind  of  policy,  dubbed 
"universal  life."  It's  unlike  either 
whole  life  or  term  policies. 

Universal  life  basically  promises 
two  things:  permanent  life  insurance 
and  double-digit  interest  paid  on  the 
cash  value  that  builds  up  in  your  poli- 
cy. (Most  universal  life  policies  now 
pay  between  10%  and  11%.) 

The  Hartford  Insurance  Group  is  the 
latest,  and  largest,  insurer  to  offer  the 
new  type  of  policy,  which  it  calls  the 
Solution.  (Whether  the  company  hopes 
it  will  be  a  solution  for  the  customer  or 
for  the  company  isn't  clear.) 

According  to  John  G.  Shillestad,  se- 
nior vice  president,  policyholders  can 
start  out  selecting  their  level  of  premi- 
ums and  benefits.  Later,  they  can  adjust 
the  premiums  and  benefits  as  their  fi- 
nancial circumstances  and  insurance 


needs  change.  They  can  also  choose 
between  a  static  or  increasing  death 
benefit.  When  cashing  in,  the  Solu- 
tion's flexible  payout  option  can  also 
reduce  income  taxes  by  spreading  out 
withdrawals  over  a  period  of  years. 

Universal  life  policies,  in  effect,  try 
to  combine  the  best  features  of  whole 
life,  term  insurance  and  annuity  sav- 
ings plans,  under  conditions  that  are 
adjustable  each  year. 


Example:  Suppose  you  are  45,  the 
face  amount  of  the  policy  is  $100,000 
and  you  have  already  put  up  $10,000 
in  cash  value.  That  means,  in  order  to 
keep  the  death  benefit  at  $100,000, 
you  have  to  pay  for  $90,000  of  insur- 
ance coverage. 

In  a  year,  when  you  are  46 — pre- 
suming you  let  the  cash  value  build 
up — you  could  have  $12,000  in  cash 
value,  and  require  only  $88,000  worth 
of  coverage  to  still  have  a  $100,000 
death  benefit.  So,  in  general,  your  pre- 
mium would  drop. 

On  the  other  hand,  instead  of  de- 
creasing the  coverage  amount  from 
one  year  to  the  next  (from  $90,000  to 
$88,000),  you  could  opt  to  maintain 
the  coverage  at  $100,000.  The  death 
benefit — the  amount  you  are  covered 
for,  plus  the  cash  value — would  then 
increase  each  year  (in  this  case  from 
$110,000  to  $112,000). 

At  any  time  after  the  first  year,  you 
can  adjust  coverage,  and  the  premi- 
ums would  change  accordingly. 

There  are  charges  for  universal  life 
protection,  of  course.  Every  new  premi- 
um paid  is  subject  to  a  5%  charge  by  the 
company.  In  addition,  for  the  first  year 
there  is  a  flat  charge  of  $475,  plus  $  1  per 
$  1 ,000  of  insurance  coverage,  which  is 
subtracted  from  the  cash  value. 

Some  other  features: 

•  The  policy  can  be  issued  between 
ages  15  and  75. 

•  The  minimum  total  death  bene- 
fits are  $50,000  on  the  primary  in- 
sured, and  $25,000  on  anyone  else 
covered  under  the  same  policy. 

•  The  cost  of  protection  for  the  pri- 
mary and  additional  coverage  will  be 
determined  annually,  based  on  age. 

•  It's  expected  the  IRS  will  grant 
certain  tax  advantages  (rulings  are 
pending):  Cash  values  will  accumulate 
without  income  tax  being  due,  as  they 
do  with  an  annuity.  If  you  cash  in,  of 
course,  you  have  to  pay  tax.  But  in  the 
event  of  death,  all  the  cash  value  (and 
the  coverage  amount)  would  be 
exempt  from  income  taxes  (although 
not  from  estate  taxes). 

Obviously,  the  plan  is  complicated 
and  has  many  options.  But  for  anyone 
in  the  market  for  insurance,  it  is 
worth  a  serious  look. 


A  new  kind  of  flight  pay 


Short  of  marrying  a  travel  agent, 
and  thereby  sharing  in  the  com- 
missions on  tickets,  frequent  business 
travelers  could  never  expect  much 
from  the  airlines  they  flew  so  often.  A 
free  drink  or  two  maybe,  a  plaque,  but 
that  was  about  it. 

But  now  business  travelers  can  get 
something  more  substantial  for  their 


loyalty — cash,  in  the  form  of  dis- 
counts. American  Airlines  was  the 
first  carrier  to  start  offering  the  dis- 
counts to  business  fliers,  who  seldom 
can  take  advantage  of  super  saver  and 
other  discount  fares.  "Frequent  travel- 
ers want  two  things,"  says  a  spokes- 
man for  American  Airlines,  "recogni- 
tion and  reward." 
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-WAS  REGAL  .  12  VEAPS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  WHISKY  .  86  PROOF  .  GENERAL  WINE  &  SPIRITS  CO    N  V   N  > 


Fathers  Day  1974 


Father's  Day  1975 


Fathers  Day  1976 


Fathers  Day  1977 


Father's  Day  1978 


Father's  Day  1979 


Father's  Day  1980 


Father's  Day  1981 


Patience  does  have  its  rewards* 
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Here's  how  the  scheme,  called 
AAdvantage,  works.  Business  travel- 
ers who  want  to  participate  will  be 
issued  a  numbered  identification  card. 
They  must  use  that  number  when 
first  buying  tickets.  That  al- 
lows the  airline's  computer 
to  keep  tabs  on  the  mileage 
logged  over  one-year  spans. 
Once  you  have  accumulated 
12,000  miles  of  air  travel,  you 
can  either  upgrade  your  tick- 
et to  first  class  on  your  next 
flight  or  leave  the  meter  run- 
ning. At  20,000  miles,  you 
can  get  25%  off  any  Ameri- 
can ticket  you  buy  or,  again, 
go  on  to  a  higher  award  level. 

When  you  have  flown 
30,000  miles  on  the  system 
within  a  single  year,  you  can 
get  a  discount  of  50%  on  any 
ticket,  or  try  for  the  40,000- 
mile  mark,  which  is  good  for 
a  75%  discount.  The  final 
plateau  is  50,000  miles,  and 
at  that  stage  you  will  be  giv- 


en a  first-class  round-trip  ticket  to  fly 
anywhere  on  the  American  system 
(including  Mexico,  the  Caribbean  and 
Hawaii).  The  ticket  is  not  just  a  pass; 
you  get  a  confirmed  reservation,  as  if 
you  had  actually  purchased  the  ticket. 

American  had  barely  instituted  its 
plan — to  enthusiastic  response — 
when  both  United  and  TWA  an- 
nounced similar  plans  for  their  loyal 
business  travelers.  The  ground  rules 
are  basically  the  same,  except  that  on 
TWA  foreign  travel  cannot  be  includ- 
ed in  your  personal  mileage  log.  On 


the  other  hand,  after  50,000  miles  of 
domestic  travel,  you  can  opt  for  a 
first-class  round-trip  ticket  anywhere 
on  the  worldwide  TWA  system. 

Most  recently,  Braniff  Airways  in- 
troduced a  similar  bonus  program  that 
uses  points  instead  of  miles.  The  bo- 
nus points  will  be  applicable  to  flights 
to  London  and  Hawaii  and,  naturally, 
the  longer  the  flight  the  more  points 
that  can  be  accumulated — not  only  by 
an  individual,  but  also  by  families. 
And  Braniff  will  award  30%  more 
points,  on  average,  for  first-class  than 
for  coach  flights. 

According  to  American, 
,  companies  are  not  trying  to 
cash  in  on  the  discounts,  as 
many  did  with  free  passes 
that  were  prevalent  lately. 
"They're  allowing  their  guys 
to  use  the  bonus  ticket,  rath- 
er than  insisting  it  be  turned 
back  to  the  company,  which 
sometimes  happened  with 
the  free  and  discount 
passes,"  says  a  spokesman. 
"The  thinking  seems  to  be, 
'Let  him  enjoy  himself — he 
deserves  it  for  spending  all 
that  time  in  the  air.'  " 

Note:  Mileage  is  computed 
once  you're  in  flight.  So  you 
can't  run  up  your  figures  by 
simply  making  reservations 
and  canceling  later. 


Loose  ends 

If  you  hire  interns,  the  F&.W  Pub- 
lishing Corp.  would  like  to  hear 
from  you  so  it  can  list  your  firm  in  its 
1982  Internship  Directory,  now  in 
preparation.  If  you're  interested  in  a 
free  listing  in  the  directory,  forward 
the  name  and  address  of  your  intern- 
ship director  to  Colleen  Cannon,  Edi- 
tor, 9933  Alliance  Road,  Cincinnati, 
Ohio  45242. 

The  risks  of  tax  shelters  are  seldom 
mentioned  by  glib  salesmen  but  they 
are  there  nonetheless.  And  that  even 
holds  for  real  estate  tax  shelters.  After 
all,  a  bad  investment  is  a  bad  invest- 
ment, no  matter  how  many  tax  advan- 
tages it  may  temporarily  provide.  One 
of  the  most  comprehensive,  yet  brief, 
booklets  on  the  subject  of  real  estate 
shelters  and  their  risks  and  rewards  is 
now  available  from  E.F.  Hutton.  Last 
year  the  brokerage  firm  was  first  to 
pass  the  $1  billion  mark  for  tax-shel- 
tered programs. 

Write  to  E.F.  Hutton,  Information 
Center,  P.O.  Box  10318,  Des 
Moines,  Iowa  50306  for  a  free  copy 
of  Understanding  Real  Estate  Invest- 
ments booklet. 


Protecting  the  family  jewels  and  oth- 
er, bulkier  valuables  such  as  furs  and 
art  objects,  camera  equipment  and  the 
like  would  be  a  lot  easier  in  a  vault 
than  in  a  home  safe.  Enter  Vaultlock, 
a  system  that  converts  any  closet  into 
a  vault.  A  lock  is  installed  inside  your 
closet  door,  so  that  it  operates  just 
like  a  vault  door  in  a  bank.  Four  steel 
bars,  with  a  twist  of  the  wrist,  enter 
the  top,  bottom,  left  and  right  of  the 
door  frame.  Then  a  turn  of  the  key  in 
the  lock,  and  it  takes  an  extremely 
determined  thief  to  get  the  door  open. 
And,  from  the  outside,  the  vault  looks 
like  any  other  closet  door. 

Vaultlock  can  be  installed  in  any 
solid  wooden  door  or  any  hollow  met- 
al door.  Cost,  installed  and  including  a 
pick-resistant  locking  system,  is 
about  $450.  Write  Vaultlock  Security 
Systems,  804  Cathedral  Street,  Balti- 
more, Md.  21201  for  the  name  of  a 
local  dealer. 

Going  to  Europe  for  three  weeks  or 
more?  If  you  plan  to  rent  a  car,  bring 
lots  of  long  green.  Even  a  small  car  can 
cost  $19  a  day  plus  mileage  in  France, 
not  counting  the  17.6%  rental  car  tax. 
If  your  stay  is  22  days  or  more,  it 
might  pay  to  lease  a  car.  Renault  USA, 


for  example,  will  arrange  a  22-day 
lease  of  the  Renault  5GTL  (Le  Car)  for 
$549.  The  18GTL  sport  sedan  costs 
$656.  Rates  are  $948  and  $1,060,  re- 
spectively, for  a  two-month  lease.  The 
cars  are  brand  new  but  you  should 
reserve  at  least  six  weeks  in  advance 
for  most  parts  of  Europe,  four  weeks  if 
you  pick  up  a  Renault  in  Pans.  Note:  If 
you  fall  in  love  with  the  car,  you  can 
convert  your  lease  to  an  outright  pur-  j 
chase  and  bring  the  car  back  with  you, 
which  can  result  in  even  more  sav- 
ings. For  more  information,  check 
with  your  travel  agent,  any  Renault 
dealer  or  directly  with  Renault  USA, 
800-221-1052. 

A  condominium  isn't  a  house,  even  if  I 
it  is  a  home,  and  there  are  a  lot  more1 
pitfalls  for  the  prospective  buyer.  Aj 
good  primer  on  the  subject  is  Buying  a 
Condominium ,  by  Justin  W.  Heatter,  j 
a  consultant  and  teacher  in  the  field  of 
condominium   financing   and  con- 
struction. One  definite  lookout:  very 
small  down  payments.  The  book  isi 
available  by  mail  through  Financial 
Strategies,  Inc.,  P.O.  Box  442,  Cam- 
bridge, Mass.  02138.  Cost:  $6.95  pa- 
per, $10.95  cloth. 
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turn  us  on 


poristime  with 
rent  Musburger 


"Curt  Gowdy 
on  Sports" 


Sport  World  s 

jndup  with 
Win  Elliot 
id  Jim  Kelly 


Night  and  day,  weekday  and 
weekend,  your  local  CBS  Radio 
Network  affiliate  presents  out- 
standing year-round  sports 
coverage. 

Whether  its  kicked,  batted, 
run,  thrown,  ridden,  won  or  lost, 
you'll  hear  about  it  on  our  regular 
sports  reports: 

SPORT  WORLD  ROUNDUP 
Early  morning  scores  and  sports 
news  with  Win  Elliot  and  Jim  Kelly. 

SPORTSTHME  WITH  BRENT 
MUSBURGER.  Listen  early  week- 
day evenings  for  more  than  just 
the  score 

CURT  GOWDY  ON  SPORTS. 
The  all-time  great  sportscaster  with 
commentary  weekday  evenings. 

SPORTS  CENTRAL,  USA.  Up- 
to-  the-minute  sports  reports  18  times 
every  weekend  with  Win  Elliot, 
Len  Berman  and  Howard  David. 

And  that's  only  half  the  story. 
There  are  also  live,  exciting  play- 
by-play  broadcasts  of  the  biggest 
events  of  the  whole  sports  year: 
the  World  Series . . .  NFL  games, 
Monday  Nights  through  the  Super 
Bowl ...  The  All-Star  Baseball 
Game . . .  American  and  National 
League  Championship  Series . . . 
Masters  Golf . .  .U.S.  Open  Tennis 
Championship  and  much  more. 

All  this,  plus  your  local  CBS 
Radio  affiliate's  topflight  coverage 
of  the  hometown  sports  scene. 

Night  and  day  the  year  round, 
what  a  turn-on  for  sports  lovers! 

€11$  RADIO 
NETWHtK 

The  Competitive  Edge 


'Sports  Central.  USA" 

with  Win  Elliot.  Len  Berman 

and  Howard  David 


Taxing  Matters 


Bdited  By  Richard  Greene 


Everybody  knows  you  can't  take  it  with  you — but  if  you  own  your 
own  business,  you  might  not  be  able  to  leave  it  behind  either. 


The  death  tax 


By  Jon  Schriber 


W'hen  Wilbur  Doyle  got  out 
of  the  service  in  1947  and 
founded  Doyle  Lumber  in 
Martinsville,  Va.,  he  didn't  know  he 
would  someday  wind  up  paying,  on 
average,  20%  of  his  earnings  on  a  life 
insurance  policy — with  Uncle  Sam 
the  ultimate  beneficiary.  Doyle's  little 
business  has  prospered — with  $6  mil- 
lion in  annual  sales,  it's  now  the  fifth- 
largest  lumber  company  in  Virginia 
and  is  worth  about  $3  million.  Yet  to 
insure  that  his  sons  won't  have  to  sell 
it  to  pay  estate  taxes,  Doyle  keeps 
paying  those  premiums.  This  year — 
an  off  year  for  the  business — Doyle 
predicts  they'll  amount  to  more  than 
the  company's  total  earnings. 

In  Mars,  Penna.,  Harry  G.  Austin, 
65,  and  his  brother  John,  55,  the  only 
stockholders  in  $8  million  (sales) 
James  Austin  Co.,  a  soap  manufactur- 
er, pay  around  $20,000  each  in  premi- 
ums so  their  92-year-old  company  can 
be  passed  down  to  the  fourth  genera- 
tion. "Sometimes  I  think  we're  really 
working  for  the  insurance  company," 
says  Harry. 

Wilbur  Doyle  and  the  Austin  broth- 
ers aren't  alone  in  worrying  about  the 
future  of  their  businesses  when 
they're  gone.  A  survey  by  the  National 
Federation  of  Independent  Business 
found  that  among  its  539,000  mem- 
bers, death  taxes  are  a  close  second  to 
concerns  about  changes  in  individual 
income  taxes.  Says  Mike  McKevitt,  a 
lobbyist  at  the  federation:  "At  any 
small  business  group,  if  you  want  to 
see  them  come  right  up  out  of  their 
chairs,  start  talking  about  death 
taxes."  No  wonder.  In  many  cases — 
perhaps  most — if  the  founder  can't  af- 


ford the  premiums  Wilbur  Doyle  pays, 
his  heirs  will  not  be  able  to  keep  the 
company  when  he  dies. 

Small  businessmen  and  their  sup- 
porters have  already  gotten  to  their 
feet  and  are  taking  their  case  to  Wash- 
ington. Senator  Steve  Symms  (R-Ida- 
ho)  has  introduced  a  bill  to  repeal  cur- 
rent estate  and  gift  tax  laws.  The  Rea- 
gan Administration  originally  came 
out  in  favor  of  repeal  but  recently 
backed  off,  citing  budgetary  re- 
straints. Still,  it's  a  safe  bet  that  the 
Administration  will  have  some  rec- 
ommendations next  fall. 

Moreover,  this  month  the  House 
Ways  &.  Means  Committee  may  con- 
sider a  bill  to  increase  individual  es- 
tate tax  exemptions  to  $600,000  and 
to  cut  the  taxable  value  of  qualified 
businesses  by  50% .  The  measure  also 
would  broaden  the  definition  of  what 
qualifies  as  a  closely  held  business. 
Former  Ways  &.  Means  Chairman  Al 


Ullman,  who  helped  organize  a  lobby- 
ing group  for  the  bill  after  he  left  Con- 
gress this  year,  thinks  "the  chances 
are  excellent"  the  measure  will  pass. 

About  $6  billion  a  year  goes  into  the 
U.S.  Treasury  from  estate  and  gift 
taxes.  Ullman  and  other  champions  of 
death-tax  reform  argue  that  the  break- 
up of  family  businesses,  the  loss  of 
jobs  and  other  dislocations,  can  cause 
an  ultimate  tax  loss  that  could  offset 
this  revenue.  David  Raboy,  director  of 
research  at  the  Institute  for  Research 
on  the  Economics  of  Taxation,  con- 
tends the  tax  forces  people  into  "un- 
economic decision  making."  Says  he: 
"It  discourages  people  from  investing 
in  the  things  that  are  productive." 

As  an  example  he  mentions  a  small 
foundry:  that  may  be  a  very  good  pro- 
ductive investment,  but  an  entrepre- 
neur will  be  reluctant  to  make  the 
necessary  capital  commitment.  "He 
knows  that  if  he  dies  they're  going  to 
have  to  sell  off  part  of  it  to  settle  the 
estate.  Clearly  that's  going  to  discour- 
age you." 

Besides  the  negative  impact  on  the 
economy,  Raboy  points  out,  the  taxes 
are  not  fulfilling  their  original  pur- 
pose. That  purpose,  of  course,  was  to 
prevent  great  concentrations  of 
wealth,  like  the  Rockefellers'  or  du 
Ponts',  from  being  passed  on  from 
generation  to  generation.  But  the 
great  fortunes  remain,  while  the  im- 
pact of  the  tax,  at  least  initially,  is 
falling  right  on  the  middle  class.  Infla- 
tion puts  it  there,  of  course. 

But,  while  waiting  for  reform,  what 
are  folks  like  Wilbur  Doyle  going  to 
do?  There  are  some  solutions.  For  ex- 
ample, each  year  you  can  give  up  to 
$3,000  away  to  anyone  you  want,  and 
to  as  many  recipients  as  you  want, 
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Du  Pont  consultants  helped  us  save 
$13  million  in  energy  costs.' 


Herbert  H.  Hofmaier, 
Director,  Engineering  & 
Construction  Division, 
American  Cyanamid 
Company 

"It  was  a  team  effort  from 
1975  through  1979  among 
DuPont  energy  experts, 
Cyanamid  staff  engineers  and 
the  people  at  our  plants.  To- 
gether, we  saved  $13  million 
last  year— a  big  part  of 
Cyanamid's  1979  energy  sav- 
ings of  $28  million. 

'This  achievement  repre- 
sents a  20%  reduction  in  our 
use  rate— a  significant  and 
timely  accomplishment  for 
Cyanamid  and  for  DuPont  and 
an  important  contribution 
to  our  nation  s  conservation 
effort!' 

Energy  know-how  at 
DuPont  comes  from  running 
140  plants  worldwide.  It's  a 
combination  of  state-of-the-art 
engineering  and  practical 
application.  That's  why  we've 
been  able  to  help  hundreds 
of  companies  here  and  abroad 

Let  us  help  your  com- 
pany, too.  For  no  obligation, 
we'll  diagnose  your  energy  sit- 
uation. Send  for  our  com- 
prehensive questionnaire.  All 
data  will  be  kept  confidential. 
Write  DuPont  Company, 
Room  X38288,  Wilmington, 
DE  19898. 


Energy  Management 
Services 


Cyanamid's  Herbert  Hofmaier,  seated  on  right,  Director, 
ngineering  and  Construction  Division,  discusses  energy  savings 
nth  Stan  Livingston,  DuPont  Principal  Energy  Consultant. 
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e  have  just 
marked  our 
llth  consecutive  dividend 
ncrease.  We  did  it  by 
aising  our  common  divi- 
dend this  year  to  an 
annual  rate  of  $2.68  per 
share  — a  17.5  percent 
ncrease  over  last  year. 

Although  we  view  our 
stockholders"  ultimate 
goal  to  be  total  return 
market  appreciation  plus 
dividends)  upon  their 
nvestment  over  a  period 
of  time,  it  is  through 
dividends  that  our  stock- 
lolders  benefit  directly 
and  immediately  from 
Dur  earnings  growth. 

Our  dividend  has 
ncreased  from  25  cents 
oer  share  in  1971,  which 
represents  a  compound 
annual  growth  rate  of 
26.8  percent  -  substan- 
tially higher  than  the  rate 
of  inflation  over  the 
same  period. 

Our  earnings  per  com- 
mon share  have  grown 
:rom  53  cents  in  1968, 
ihe  year  of  our  founding, 
to  $5.03  in  1980 -a 
:ompound  annual  growth 


rate  of  20.6  percent. 
By  comparison,  the 
earnings  per  share  of 
Standard  &  Poor's  400 
compounded  at  8.3  per- 
cent over  the  same  period. 

Record  Earnings 
Anticipated 

We  look  for  a  record 
year  in  1981.  Barring 
some  unforeseeable 
occurrence,  our  earnings 
should  be  approximately 
$8.00  per  share,  a  com- 
pound annual  growth 
rate  (since  founding)  of 
more  than  23  percent. 

But  the  growth  of  our 
earnings  tells  only  part  of 
the  Northwest  Industries 
story.  One  must  also 
examine  the  ratio  of  divi- 
dends paid  to  earnings. 

Stockholders  Share 

Between  1974  and 
1979  we  paid  out  an 
average  of  30  percent  of 
the  earnings  available  to 
common  stockholders. 


This  payout  ratio  provided 
our  stockholders  with  a 
meaningful  participation 
in  our  earnings,  while 
allowing  us  to  retain 
significant  funds  for 
expansion  in  projects  with 
high  returns. 

Most  important,  this 
payout  ratio  enhances  the 
quality  and  security  of  the 
stockholder's  dividend 
in  years  such  as  1980. 

As  we  anticipated, 
although  1980  was  our 
second-best  year  ever, 
earnings  per  share  of 
$5.03  were  down  10.2 
percent  from  1979.  This 
expected  1980  slowdown 
was  short-lived,  however, 
and  certainly  not  reason 
enough  to  withhold  a 
meaningful  dividend 
increase,  especially  in  a 
year  of  significant  infla- 
tion. Because  of  our 
historical  payout  ratio, 
we  were  able  to  raise  last 
year's  dividend  without 
constraining  the  funds 
available  for  investment. 

Planning  Beyond 
Recession 

In  1980,  as  in  prior 
years,  we  continued  to 
make  substantial  capital 
investments  in  our  operat- 
ing companies.  Our 
criteria  require  that  these 
investments,  including 
associated  working  capi- 
tal, hold  the  likelihood  of 
achieving  a  discounted 
cash  flow  rate  of  return 
in  excess  of  15  percent 
after  taxes. 

In  analyzing  these 
investments,  we  focus  on 
the  long  term  rather  than 
being  unduly  influenced 
by  a  recession.  It's  been 
our  philosophy  that  a 
company  should  plan  its 
capacity  in  anticipation  of 
demand,  so  that  facilities 


come  on-stream  as 
demand  occurs. 

For  example,  in  1980 
we  authorized  Union 
Underwear  Company,  Inc., 
to  build  a  plant  in  James- 
town, Kentucky,  at  a  total 
cost  of  $35  million. This 
plant  will  increase  Union's 
capacity  8  percent.  Union 
didn't  need  this  additional 
capacity  in  early  1980,  but 
does  need  it  now  as  the 
plant  comes  on-stream. 

Last  year  we  also 
authorized  Microdot  Inc., 
to  build  a  scrap  melter 
at  its  Hubbard  moulding 
site  at  a  total  cost  of 
$26  million.  This  facility 
will  meet  anticipated 
Microdot  hot  metal  needs 
when  it  begins  operations 
in  1982. 

Maintaining  Balance 

To  us,  the  importance 
of  retaining  earnings  to 
fund  such  growth  and 
future  needs  is  clear. 
Sound  capital  invest- 
ments today  provide 
tomorrow's  growth  in 
earnings  and  dividends. 

Our  1980  dividend  pay- 
out ratio  of  42.7  percent 
was  in  excess  of  our 
target.  This  year  our  pro- 
jected payout  ratio  will 
return  us  close  to  our 
target  payout  ratio  of 
approximately  30  percent. 

Our  objective  is  to 
continue  to  increase  our 
dividend  regularly  — 
provided  that  our  earn- 
ings justify  it.  Earnings, 
not  just  for  one  or  two 
quarters,  but  over  the 
long  term. 

You  can  learn  more  by 
writing  for  our  annual 
report  or  SEC  Form  10-K 
to  6300  Sears  Tower, 
Chicago,  IL  60606. 
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laxing  Matters 


Wiibur  Doyle  thinks  it's  nec- 
essary to  go  on  paying 
those  crushing  Itfc  insur- 
ance premiums.  "During  my 
years  in  business  I've  seen 
some  25  good  companies 
become  nonviable  when  the 
principal  died.  They  just 
didn't  have  the  cashflow  to 
pay  their  bills." 


without  paying  gift  taxes — a  married 
couple  can  give  $6,000  a  year.  Over 
and  above  that,  there's  a  lifetime 
maximum  of  $175,000  for  an  individ- 
ual or  $350,000  per  couple.  So  theo- 
retically, a  couple  can  give  $6,000  a 
year  to  their  heirs  for  40  years,  with 
each  child  winding  up  with  a.  quarter 
of  a  million  dollars  and  the  estate  with 
an  additional  exemption  of  $350,000. 
The  problem  with  this — apart  from 
whether  a  young  couple  can  afford  to 
give  away  $6,000,  $12,000  or  $18,000 
a  year,  is  that  many  people  are  reluc- 
tant to  give.  "They  get  cold  feet,"  says 
Warren  Shine,  a  tax  principal  at  the 
accounting  firm  of  Ernst  &  Whinney. 
"They  say,  'maybe  next  year.'  " 

So  what  if  this  $350,000  allowance 
is  not  used  and  the  husband  dies? 
Assuming  the  business  is  in  his 
name,  the  estate  is  allowed  to  take  a 
marital  deduction  of  $250,000  or 
50%  of  the  adjusted  gross  estate, 
whichever  is  more.  Take  an  estate 
valued  at  $1  million.  First  the  admin- 
istration and  funeral  expenses  as  well 
as  claims  against  the  estate  can  be 
deducted — in  this  instance,  say 
$100,000.  Half  the  remaining 
$900,000  adjusted  gross  estate  is  sub- 
tracted, leaving  $450,000.  After  de- 
ducting a  unified  tax  credit  of 
$47,000,  the  tax  due  is  $91,800. 

But  all  this — plus  deferred  payment 
provisions  which  may  help  stretch 
out  the  taxes — frequently  leaves  the 
business  with  a  severe  drain  on  cash 
flow.  One  solution  is  recapitalization, 
in  which  the  founder  or  owner  issues 
preferred  stock  to  himself  in  return 
for  his  common  shares.  It  works  like 
this:  The  owner  gets  the  company 
appraised  for  market  value,  let's  say 
$1  million.  Assume  he  has  75%  of  the 
common,  and  through  gifts  over  the 
years,  his  son  has  25%.  The  father 
exchanges  his  $750,000  worth  of 
common  for  a  like  amount  of  pre- 
ferred, which  pays  a  dividend,  say 
15%  of  par,  cumulative. 

The  father's  share  in  the  company 
is  now  locked  in  at  three-quarters  of  a 
million  dollars.  If  he  dies  ten  years 
later  estate  taxes  will  be  due  on  only 
that  amount.  All  the  growth  in  the 
company  has  become  the  property  of 
the  son,  so  that  even  if  the  company 
quadruples  in  value  the  father's  estate 
is  still  only  $750,000. 

There  are  some  pitfalls  to  this.  The 
IRS  may  disagree  with  the  original 
valuation,  and  the  father  may  have  to 
pay  some  gift  taxes  (if  the  father  did 
not  take  out  enough  value  in  his  pre- 
ferred stock,  in  effect  he  gave  his  son 
a  gift).  Some  people  can  have  second 
thoughts,  too.  Charles  Bogen  of  Ernst 
&  Whinney  tells  of  a  client  for  whom 


he  did  a  recapitalization  12  years  ago 
The  business,  valued  at  $1  millior 
then,  is  now  worth  about  $12  million] 
Says  Bogen:  "The  old  man  said,  'Lool< 
what  you  did  to  me.  You  took  all  my 
money.'  I  told  him,  'Yes,  but  we  alsc 
took  it  away  from  Uncle  Sam,  and  we 
took  more  away  from  him  than  we 
took  from  you.'  He's  still  mad  at  me 
But  the  sons  love  it." 

All  this  may  help,  but  for  man> 
small  businessmen,  perhaps  not 
enough.  Wilbur  Doyle,  for  example, 
thinks  it's  necessary  to  go  on  paying 
those  crushing  life  insurance  premi- 
ums even  though  he  has  recapitalized 
his  business.  "During  my  years  in 
business  I've  seen  some  25  good  com- 
panies become  nonviable  when  the 
principal  died,"  he  says.  "They  jusl 
didn't  have  the  cash  flow  to  pay  theii 
bills." 

The  Austin  brothers  haven't  recapi- 
talized their  soap  company  at  all.  "My 
brother  and  I  each  have  children 
working  in  the  business,"  Harry  says. 
"How  do  you  know  20  years  from 
now  which  one  is  going  to  be  in  and 
which  one  is  going  to  be  out?" 

In  the  meantime,  the  Austins  con- 
tinue to  pay  those  hefty  insurance 
premiums,  adamant  that  the  firm  re- 
main a  family  business.  But  the  real 
truth  is  that  with  the  Austins — as 
with  so  many  others — the  family  is 
not  really  the  most  injured  party  if  the 
taxes  force  the  firm  to  be  sold  out  or 
closed.  Elder  brother  Harry  says  that  if 
the  worst  were  to  happen  and  the  firm 
had  to  be  put  on  the  block,  the  heirs 
would  be  all  right,  they  would  still 
have  enough  to  live  on. 

It  would  be  the  town  of  Mars  (pop. 
1,400),  where  Austin's  soap  company 
is  the  single  largest  employer,  that 
would  suffer  the  most.  Why?  "Cer- 
tainly if  a  national  firm,  any  of  the 
big  soap  companies,  bought  the  com- 
pany to  get  the  label  franchise,  why, 
I  doubt  they  would  operate  here," 
Austin  explains.  "The  little  town 
would  economically  go  down  the 
tube."  There  have  been  offers  al- 
ready from  large  corporations  for 
Austin's  company,  which  serves  a 
500-mile  radius  of  Pittsburgh.  In- 
deed, you  could  hardly  expect  a  con- 
glomerate like  Gulf  &  Western  or 
Litton  to  have  any  kind  of  emotion- 
al attachment  or  loyalty  to  Mars. 
Small  family  businesses  aren't  just 
moneymakers  for  families — they  are 
an  integral  part  of  the  economies  of 
small  towns  from  coast  to  coast. 

Wilbur  Doyle  knows  that.  But 
sometimes  he  wearies  of  the  whole 
mess.  "Once  in  a  while,"  he  says,  "I 
think,  why  shouldn't  I  just  blow  the 
money  and  have  a  good  time?"  ■ 
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DHN  Y.  BROWN  Governor, 
monwealth  of  Kentucky 

Y.  Brown  became  a  role  model 
•anchising  in  building  Kentucky 
I  Chicken  into  a  premier  fast 
operation.  Buying  out  Colonel 
and  Sanders  for  $2  million  in 
,  he  moved  the  special  chicken- 


than  reading  a  stock  cer- 
tificate. Here's  a  look  at 
this  quintessentially 
American  business 
method  which  has  cap- 
tured the  interest  of  the 
business  community. 


ing  metnoa  out  or  independent 
urants  and  into  its  own  fran- 
id  outlets,  expanding  interna- 
illy.  By  1971  when  he  sold  the 
?any  to  Heublein,  Inc.  for  $245 
on,  more  than  100  KFC  inves- 
had  become  millionaires.  In 
,  KFC's  former  board  chairman 
CEO  became  Kentucky's 
governor. 

;  concept  was  born 
re  than  a  century  ago 
it  has  expanded 
•metrically  in  recent 
rs  due  to  the  growing 
nber  of  investors  and 
iiness  persons  who 
'e  discovered  franchis- 
to  be  profitable, 
ative,  and  more  fun 


A  SCENARIO 

Larry  Schwartz,  vice  president 
of  a  Midwest  consumer  goods  firm, 
was  retiring.  Among  his  benefits 
was  a  profit-sharing  fund  which  he 
sought  to  invest  as  a  shield  from 
taxes  and  inflation  and,  ideally,  as 
an  income  producer.  In  his  search 
for  a  viable  alternative,  he  got  in- 
volved with  a  group  of  local  inves- 
tors which  was  forming  a  limited 
partnership  in  a  fast  food  franchise. 
Schwartz  knew  virtually  nothing 
about  running  a  restaurant  (nor  did 
he  want  to);  he  was  nevertheless 
impressed  with  the  franchise  com- 
pany's track  record  and  the  back- 
ground of  the  general  partner  who 
would  operate  the  facility.  Upon 
investigating  the  offer,  he  opted 
for  silent  partner  status. 

Today,  he  is  looking  into  a 
second  franchise  opportunity,  hav- 


ing seen  his  money  show  signs  of 
return  within  the  first  year.  He  has 
come  out  of  retirement  to  help  put 
the  financial  package  together  on 
the  second  franchise. 

AWAY  FROM  TRADITION 

Here  is  what  has  been  happen- 
ing with  people  around  the  country 
who  have  been  putting  dollars  into 
everything  from  Egg  McMuffins  to 
muffler  shops  in  the  name  of  fran- 
chising. Back  in  franchising's  forma- 
tive years,  these  same  people  may 
well  have  turned  their  heads  toward 
stocks  or  other  "traditional"  vehicles 
rather  than  become  involved  in 
opening  a  business. 

Conversely,  the  traditional 
franchise  agreements  were  likely  to 
involve  the  single  owner/operator 
and  the  franchise  organization.  The 
franchisee  would  likely  come  from 
the  field  in  which  the  franchise 
was  based. 

Yet  like  other  business  methods, 
franchising  has  started  to  move 
away  from  tradition.  Methods 
of  financing  have  become  more 
creative,  particularly  in  high-end 
businesses  such  as  hotels  and 
restaurants  where  initial  capital 
outlay  can  range  into  the  millions 
of  dollars. 


Make  Your  Dream 
Come  True...  Become 
(Barter)  Banker 


Owning  a  bank  is  a  dream  shared 
by  almost  everyone,  but  few  people 
ever  have  the  opportunity  or  the 
capital  to  own  an  ordinary  bank.  Now  it  is 
possible  for  a  few  selected  individuals  to 
own  a  (barter)  bank  that  deals  in  trade  units 
instead  of  cash,  and  converts  those  trade  units  into  a  wide  variety  of  products  and  ser- 
vices. If  you  are  able  to  make  a  substantial  investment  and  have  leadership  ability,  this  may 
be  the.  opportunity  for  you.  We  are  looking  for  people  to  build  an  organization,  manage  a 
multimillion  dollar  business,  and  realize  the  full  potential  of  their  market.  Barter  is  the 
business  of  today  and  the  future,  and  our  Company  is  the  largest  structured  trade  organiza- 
tion in  the  country.  If  you  are  a  quality  person  with  capital,  ambition  and  management  ability, 
call  or  write  us  today. 

Barter 
Systems, 
Inc. 

4848  N.  MacArthur  •  Oklahoma  City,  OK  73122  •  1-405-495-5540  1  -800-654-3283  Ask  lor  franchising  Information 


At  the  same  time,  many  peop 
have  started  to  seek  alternatives 
for  their  money,  due  to  high 
inflation  and  the  volatility  of 
the  stock  market. 

And  the  business  community 
cannot  ignore  the  success  of  fran- 
chising. As  more  franchise  organi; 
tions  make  it  to  the  Big  Board,  eye 
are  increasingly  turned  to  franchis- 
ing as  an  alternative  for  investmer 
dollars. 

FRANCHISING  BREEDS  SUCCI 

Franchising's  impact  on  busi- 
ness has  been  startling.  Although 
precise  statistics  are  hard  to  find, 
is  the  consensus  among  franchis- 
ing's experts  that  a  business  is  mc 
likely  to  succeed  if  it  is  a  franchise 
operation  than  if  it  is  not.  The  De- 
partment of  Commerce  reports  th 
fewer  than  five  percent  of  franchi! 
outlets  have  been  dissolved  each 
year  over  the  past  10  years. 

In  contrast,  the  Small  Busines 
Administration  estimates  that  65 
percent  of  small  businesses  fail, 
many  within  the  first  year  of 
operation. 

WONT  LET  THEM  FAIL 

The  inherent  structure  of  a 
franchise  relationship  inspires  sua 
cess  for  all  parties  involved.  The 
franchisee  is  building  on  the  track 
record  of  a  successful  firm. 

Where  else  is  one  able  to 
achieve  the  benefit  of  a  researche« 
tested,  advertised,  pre-sold  prodii 
as-well  as  support  of  the  "strong 
partner"  —  the  franchisor? 

One  franchisor  expressed  it  r 
centlv:  "We  have  a  vested  interes 
each  franchisee  because  if  he  or  s 
fails,  we  fail." 

COSTS  VS.  ROI 

One  of  the  first  questions  on 
asks  in  looking  into  a  franchise 


A  ComputerLand  franchise  offers  qualified 
individuals  the  opportunity  to  own  their  own 
business  in  the  growth  industry  of  the  '80s: 
computer  retailing. 


In  1979,  sales  of  personal  computers 
were  $750  million.  Before  the  mid-'80s, 
they'll  reach  $3.8  billion  annually* 
Within  this  explosive  industry,  the 
ComputerLand  franchisee  is  in  the  right 
place  at  the  right  time.  ComputerLand 
is  the  largest  franchisor  of  profes- 
sional computer  retail  stores.  Since  we 
opened  our  first  store  in  1976,  the 
ComputerLand  network  has  grown  to 
over  150  stores.  We  provide  our  store 
owners  with  an  extensive  product  mix, 
central  buying,  a  comprehensive 
advertising  program,  intensive  training, 
professional  site  selection  and  store 
design,  and  a  protected  area. 

Are  you  qualified? 

What  does  it  take  to  become  a 
ComputerLand  franchisee? 

1 .  The  ability  to  recognize  an  oppor- 
tunity for  professional  growth,  inde- 
pendence, and  a  rewarding  business. 
2.  A  successful  track  record  and 


management  experience.  3.  An  interest 
in  selling  microcomputer  systems  at  the 
retail  level.  4.  An  investment  of  40% 
of  the  overall  capital  required  for  a 
fully  stocked  and  outfitted  store 
operation.  (We  will  assist  you  in  obtain- 
ing bank  financing.) 

If  you  think  you  are  qualified,  and 
want  to  join  the  growth— take  the  next 
step.  Call  or  write: 

Greg  Grumich 
ComputerLand  Corp. 
14400  Catalina  Street 
San  Leandro,  CA  94577 
(415)  895-9363 
Key  franchise  opportunities  are  now 
available. 

ComputerLand 

'UfA  lr«***HT  email  a «• 


We  know  small  computers. 


JOIN  THE 
GROWTH 


WE  WANT 

People  Who 
Demand  A 
HIGH  INCOME 


Today's  breed  of  professionals 
seize  opportunity  long  before  it 
has  a  chance  to  knock.  They 
demand  results.  High  income. 
Unlimited  Potential.  And  they 
are  seldom  left  behind. 

That's  the  way  we  do  business 
at  Business  Cards  Tomorrow.® 
...  a  franchise  concept  designed 
for  people  who  demand  the  best. 

We  invite  you  to  ask  our  fran- 
chise owners  and  let  them  tell 
you  their  story. 

Initial  payment:  $25,000,  plus 
working  capital. 
Total  Package:  $85,000. 


BUSINESS  CARDS 
TOMORROW,  INC. 


CALL  the  Business  Cards  Tomorrow 
office  nearest  you. 

BUSINESS  CARDS  TOMORROW.  INC. 

3000  N.E.  30  Place.  Suite  102 
Fort  Lauderdale,  FL  33306 

CALL  COLLECT:  (305)  563-1224 

BUSINESS  CAROS  TOMORROW.  INC. 

3100  Airway  Avenue.  Suite  141 
Costa  Mesa,  CA  92626 

CALL  COLLECT:  (714)  545-2363 

BUSINESS  CAROS  TOMORROW,  INC. 
36  West  Roosevelt  Road 
Lombard,  IL  60148 

CALL  COLLECT:  (312)  885-9558 

BUSINESS  CARDS  TOMORROW.  INC. 

570  Grand  Avenue  CALL  COLLECT: 

Englewood,  NJ  07631       (2oi)  567-0960 


opportunity  is  "What  is  it  going  to 
cost  me?"  While  it  depends  largely 
on  the  kind  of  business  to  be  fran- 
chised,  possible  financial  arrange- 
ments run  the  gamut  today. 

In  the  hospitality  field,  for  in- 
stance, where  initial  capital  outlay 
rarely  runs  lower  than  a  million 
dollars,  franchise  companies  may 
assemble  a  group  of  investors  for 
the  opening  of  a  single  property. 

To  the  extreme,  an  investor  in 
Super  8  Motels,  the  Midwest  chain 
of  93  properties,  can  put  up  as 
little  as  $2,000  toward  opening 
a  new  motel. 

FRANCHISOR  AS 
SILENT  PARTNER 

A  starting  point  in  researching 
the  financing  of  a  franchise  is  the 
franchise  company.  Certain  firms 
may  be  able  to  assist  the  franchisee 
in  locating  financing  assistance. 

A  letter  sent  recently  to  an 
employment  franchisor  stressed 


possible  financial  support. 

"Talent  is  scarcer  than  dollar 
the  letter  read.  "Several  years  ag< 
some  successful  (company)  peop 
got  together  to  form  a  money  poc 
These  funds  can  be  used  as  perse 
loans  or  as  venture  capital. .  ." 

NO  LIMIT 

Whether  to  consider  franchis 
a  viable  business  alternative  is  no 
hard  to  answer;  today  one-third  c 
all  retail  sales  are  from  franchise 
operations. 

What  to  invest  in  is  another 
matter.  There's  no  limit  to  the 
number  of  fields  that  may  benefit 
from  the  franchise  method.  Exam 
the  track  records  of  companies  in 
which  you  are  interested,  along 
with  financial  requirements  and 
franchisor  support. 

(Editor's  note:  Accompanyin 
chart  provides  a  sampling  of  fran 
chise  organizations  and  financial 
quirements  in  starting  a  franchise 


Total  Sales  and  Establishments 


Franchisor  Operated 
Franchisee  Operated 


Sales  ($  Billions) 


Establishments  (Thousands) 


'Estimated  by  Respondents 


From  "Franchising  in  the  Economy  1979-1981. "  U.S.  Department  of  Commerce 
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FRANCHISES  AVAILABLE 

:ail  stores  selling  microwave 
jns  and  accessories,  with 
)king  schools  to  teach  their 
i,  we  provide  site  selection, 
out  and  design,  sales 
isentation,  cooking  school 
j  advertising  programs, 
rchandising. 

JS:  Group  Volume  Rebates, 
ionally  negotiated  programs 
ovens,  accessories  and  how 
merchandise  them.  We  have 
stores  at  present.  Contact: 

Harvey  Rose 

Microwave  Cooking  Etc. 

64  W.  49th  St., 

Hialeah,  FL  33012 

Phone:  305   557  1500 


WHAT  IS  FRANCHISING? 

Everyone  has  a  picture  of 
franchising  in  his  head — a  favorite 
restaurant  or  hotel.  It's  important 
to  note  that  franchising  is  not  a 
business,  but  a  method  of  doing 
business.  Starting  with  auto  dis- 
tribution systems  and  soft  drink 
bottlers,  these  traditional  franchises 
today  account  for  75  percent  of  all 
franchise  arrangements. 

The  fastest  growing  area  of 
franchising,  however,  is  business 
format  franchising,  whereby  an 
entire  business,  not  just  a  product 
or  service,  is  part  of  the  franchise 
operation. 

WHY  IS  IT  SUCCESSFUL? 

Franchising  uniquely  combines 
the  capital  and  entrepreneurial  spirit 
of  the  individual  with  the  strength 
of  an  established  organization. 

As  an  investment,  it  is  some- 
thing that  one  can  participate 
in — even  passively — because  it  is 
tangible. 

For  an  active  owner,  the  extent 
and  depth  of  involvement  is  end- 
less. Many  franchisees  staff  their 
establishments  with  immediate 
family,  appointing  spouse  as  part- 
ner or  assistant  and  children  as 
"crew  members."  Some  franchise 
companies  include  the  option  of 
transferring  ownership,  offering 
the  possibility  of  keeping  the 
business  in  the  family. 

THE  FRANCHISE  PACKAGE 

Depending  upon  the  business 
and  the  franchise  arrangement, 
the  franchise  package  will  vary. 
However,  most  companies  offer 
some  combination  of  the  following: 

•  use  of  a  well-known 
trademark,  trade  secrets, 
and  copyrights; 

•  initial  and  on-going  training; 

•  access  to  proven  methods  and 
systems  of  doing  business; 

•  advertising  and  promotional 
assistance  which  gives  the 
franchisee  instant  identity  in 
the  marketplace; 


A  Strategy  For 
Independence 
And  Success 

by  Albert  G.  Hazlewood  Jr. 
President,  Big  Red  Q  Quickprint  Centers 

Maybe,  this  is  for  someone  you 
know... or  for  yourself?  Every  indi- 
vidual desires  as  much  indepen- 
dence as  possible,  and  owning  your 
own  business  offers  the  best  oppor- 
tunity for  enjoying  that  independence 
and  its  rewards. 

•  It  is  a  fact  that  franchised 
businesses  enjoy  a  success  rate 
outstandingly  better  than  that  of  in- 
dependent ventures.  The  Small  Busi- 
ness Administration  reports  most 
businesses  fail  from  lack  of  manage- 
ment skill,  a  deficit  largely  avoided 
by  the  franchisor's  expertise. 

•  Big  Red  Q  is  one  of  the  oldest  and 
largest  franchisors  in  the  instant 
printing  business.  From  a  one  store 
operation  in  1967  we  have  grown  to  a 
nationwide  organization  of  almost 
500  Big  Red  Q  Centers  in  41  states 
...and  that  growth  continues. 
Opportunity  Now.  There  are  many 
positive  signs  of  how  vibrant  our 
future  is.  Store  sales  volumes  have 
increased  during  years  of  overall 
economic  downturn.  Recently  we 
completed  our  new  $1,000,000  Inter- 
national Headquarters  building.  And 
we're  on  the  threshold  of  exciting 
new  technology  for  improving  and 
reducing  the  cost  of  business 
communications. 

•  It's  in  these  uncertain  times  that 
ambitious  people,  those  willing  to 
step  forward,  will  profit  greatly  in  the 
years  ahead.  Investment  in  a  Big  Red 
O  Center  is  $66,500  plus  working  cap- 
ital. We  offer  a  variety  of  financing 
plans  and  with  our  SBA  loan  pro- 
gram, which  we  pioneered,  financing 
up  to  80%  can  be  arranged  to  qual- 
ified individuals. 

•  Our  franchised  owners  come  from 
all  walks.  Many  are  businessmen, 
some  are  husband  and  wife  teams, 
some  are  business  women.  There  are 
owners  who  formerly  worked  for 
large  companies,  other  owners  are 
younger— just  starting  their  business 
careers.  But  all  share  a  common 
goal— the  desire  for  independence 
and  rewards  commensurate  with 
ability  and  effort.  Facts  Available. 

EXCLUSIVE  AREAS  AVAILABLE 

Call  now  toll  free  800-537-7070 
■  ■  ■  ,n  Ohio,  Alaska,  Hawaii 

Call  Collect  419-866-9311 
or  write  Dept.  F 
BIG  REDQ 
QUICKPRINT  CENTERS' 

®     7300  International  Drive 
The  Now  Printers,.      Holland,  Ohio  43528 

Member  in  good  standing  International  Franchise  Association 


Invest  in  a 
Concept 
Whose  Time  Has  Come. 


DAYS  INN 


Eleven  years  ago,  Days  Inns  pioneered  an  outstanding 
lodging  and  food  concept  for  the  value-conscious  traveler. 
Today  Days  Inns  is  the  sixth  largest  full-service  motel 
chain  in  America,  with  over  300  properties  in  28  states  and 
Canada. 

The  superior  value  of  a  Days  Inn  makes  sense  to  today's 
traveler.  A  Days  Inns  franchise  also  makes  sense  to  today's 
investor.  Excellent  cash  return,  tax  benefits,  asset 
appreciation,  and  an  ability  to  adjust  for  inflation  are  just 
some  of  the  features  our  investment  package  typically 
offers. 

We'd  like  to  tell  you  more  about  the  investment  potential  of  a  Days 
Inns  franchise.  Contact:  William  B.  Hargett,  Senior  Vice  President, 
Days  Inns  of  America  Franchising,  Inc.,  2751  Buford  Highway  NE, 
Atlanta,  Georgia  30324.  404/325-4000. 


FOR  THE 
FAR-SIGHTED 
INVESTOR: 
A  PEARLE 
VISION  CENTER 
FRANCHISE. 

PEARLE  Vision  Center  is  the  nation's  largest  and  fastest 
growing  optical  retailer.  After  more  than  20  years  of 
experience  in  the  marketplace,  we  are  making  fran- 
chise opportunities  available.  There  are  numerous 
qualified  optometrists  or  opticians  who  will  require 
investor  assistance  to  provide  the  necessary  financial 
backing  for  this  type  of  venture. 

If  you  would  like  to  find  out 
more  about  these  opportunities,  write 
Dr.  Robert  Browning,  Searle  Optical 
Group,  2534  Royal  Lane,  Dallas, 
Texas  75229.  Or  call:  (214)  241-3381. 


PEARLE 

vision  center 


•  group  purchasing  power; 

•  accounting,  bookkeeping  am 
other  procedural  guidance; 

HOW  THE  FRANCHISOR 
BENEFITS 

A  company's  impetus  in  sellir 
franchises  is  twofold:  1)  the  ability 
achieve  expansion  on  limited  capi- 
tal; and  2)  the  chance  to  grow  by 
offering  to  others  one's  carefully 
cultivated  business  expertise. 

Franchisors'  earnings  come 
in  selling  this  expertise.  When  a 
franchise  is  purchased,  one  norma 
pays  a  one-time  franchise  fee  whic 
often  covers  the  cost  of  pre-openiri 
and  opening  services  offered  by 
the  franchisor.  In  addition,  the 
franchisee  pays  a  regular  (usually 
weekly  or  monthly)  royalty  or  fee 
which  typically  covers  use  of  the 
company's  trademarks;  certain 
services,  etc.  The  royalty  may 
cover  advertising  and  promotion, 
or  these  may  be  stipulated  in  a 
separate  charge. 

MAKING  THE  RIGHT  DECISIOI 

In  investigating  a  franchise, 
it  is  advisable  to  bring  in  profes- 
sionals, particularly  a  lawyer  and 
accountant,  who  are  versed  in 
franchising. 

Valuable  information  can 
sometimes  be  obtained  through 
the  Better  Business  Bureau  and 
Chamber  of  Commerce.  In 
the  case  of  privately-held  franchise 
companies,  it  is  often  worthwhile 
to  conduct  a  private  investigation 
(via  Dun  &  Bradstreet  or  other 
fact-finding  organization)  on  the 
firm  and  its  key  decision-makers. 

ASK  THE  SOURCE 

Still,  one  of  the  best  bets  for 
obtaining  "inside"  information  car 
be  found  in  talking  to  a  repre- 
sentative selection  of  current  fran- 
chisees who  may  offer  references  c 
the  firm  as  well  as  an  outlook  on 
what  to  expect  during  the  first 
weeks  and  months  of  operation. 


The  Opportunity 
Still  Exists 

Over  the  past  25  years,  Burger  King  Corporation  has  become  a  leader 
in  the  fast  food  industry.  We  have  built  a  network  of  3000  restaurants 
worldwide. 

Many  opportunities  still  exist  for  individuals  who  are  willing  to  make  a 
20  year  commitment  and  who  can  meet  the  physical  demands  and 
devote  themselves  full  time  to  a  Burger  King  restaurant.  Financial 
requirements  are  a  net  worth  of  $150,000,  of  which  $125,000  must  be  in 
cash  or  liquid  assets.  Groups  of  up  to  3  will  be  considered.  Complete 
the  coupon  and  mail  to: 


National  Franchise 
Development  Manager 

BURGER  KING  CORPORATION 

P.O.  Box  520783 
General  Mail  Facility 
Miami,  FL.  33152 


BURGER 

KING 


Name  

Address. 
City  


Telephone  Number 


_State_ 


^Zip- 


Burger  King-Reg.  U.S.  Prat.  &  TM.  Off.  ©  1980  Burger  King  Corporation 


A  BUSINESSMAN'S  BUSINESS 


A  Business  in  which  clients  come  to  your  office.  A  Business 
in  which  you  get  on  insider's  look  at  existing  and  pro- 
posed business  opportunitues  and  get  paid  for  your 
services. 

Find  out  why  VR  Business  Brokers  is  sweeping  the  country 
with  100  new  franchises  in  18  months.  Individuals  with 
management,  sales,  and  people  skills  will  find  this  an 
exceptional  opportunity. 


For  more  information,  please  call  us  toll  free: 
(1)  800-343-4416 


Executive  Offices:   197  First  Avenue,  Needham,  Massachusetts  02194 


BUSINESS 
BROKERS" 


Be  sure  to  circle 
reader  service  card 
for  additional 
franchising  information. 


LEARN  ABOUT  THE 
OPPORTUNITIES  AVAILABLE 

TO  YOU  AS  AN  OWNER 
OF  A  MIDAS  MUFFLER  SHOP 


car 

ttUDAS 


MUFFLER 
SHOPS 


Franchises  Available  in  Dallas,  Houston,  Atlanta,  New  Orleans, 
Cleveland,  Omaha  and  other  areas  of  the  country. 


lb 


For  details  of  the  Midas  Franchise  Program  contact: 
Anthony  J.  Clair 
800-621-0144 
or  write: 

Midas  International  Corporation 
222  S.  Riverside  Plaza 
Chicago,  IL  60606 


m 
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An  IC  Industries  Company 


I  never  realized 
how  many  Forbes 
readers  are  really 
entrepreneurs  at 

heart!" 


"Within  a  few  days  after  a  feature  article 
on  PIP  appeared  in  a  recent  issue  of 
Forbes,  our  company  began  receiving 
inquiries  about  the  availability  of  new 
franchise  locations.  Interest  has  been 
amazing. 

Forbes'  portrayal  of  PIP,  America's 
#1  Instant  Printer,  obviously  made  a 
deep  impression  on  a  lot  of  people  who 
are  interested  in  becoming  part  of  the 
instant  printing  industry. 

From  all  the  people  at  PIP,  I  want 
to  thank  all  the  people  at  Forbes  for 
presenting  the  success  story  of  our 
organization  to  your  readers" 

Contact  the  PIP  Franchise  Sales  Department  for  a 
reprint  of  the  Forbes  article. 

Postal  Instant  Press 

8201  Beverly  Blvd.,  Los  Angeles,  CA  90048 
Call  Toll  Free  800-421-4634 


Bill  LeVine 
President 


The  While -U -Wait  Printers' 


T^X^  Pizza 


Ckuck&Cfteesek 

Pizza  Time  Theatre 

Know  why  Chuck  E.  Cheese  is  winking  at 
you?  'Cause  he  lives  in  a  great  pizza  res- 
taurant. With  the  latest  video  games  and 
amusements.  Plus  musical  entertainment 
by  Chuck  E'.s  pals,  the  Pizza  Time  Players 
—amazing  computer-controlled  life-size 
characters.  No  wonder  Pizza  Time  Theatre 
is  where  families  go  to  have  fun. 


Pizza  Time  Theatre,  Inc.  Now  operating  in  twelve  states  and  internationally^ 
1213  Innsbruck  Drive,  Sunnyvale,  California  94086    (408)  745-6051.- 


Faces 

Behind  The  Figures 


Kdited  by  Jefferson  Grigsby 

Smilin'  Jack 

John  P.  Gallagher,  64,  the  aggressive 
geologist  who  has  run  Dome  Petro- 
leum for  more  than  30  years,  has 
looked  for  oil  and  gas  in  hostile  envi- 
ronments, but  rarely  in  one  more  hos- 
tile than  this:  Early  this  month  Gal- 
lagher forced  Conoco  to  render  up  its 
52.9%  controlling  interest  m  Can- 
ada's Hudson's  Bay  Oil  &  Gas  Co.  by 
tendering  for  22  million  shares  of 
Conoco  stock  and  waiting  until  the 
world's  ninth-largest  oil  company 
came  across — after  trying  to  sell  Hud- 
son's elsewhere,  filing  a  half-hearted 
lawsuit  and  screaming  in  outrage 
about  the  deal's  tax  status  ("a  negoti- 
ating tactic,"  says  Gallagher). 

When  the  dust  settled  a  few  weeks 
later,  Conoco  had  agreed  to  sell  its 
Hudson's  Bay  stock  in  return  for  $245 
million  in  cash  and  its  shares  back. 
Dome's  total  outlay:  $1,675  billion  for 
its  53%  share  of  petroleum  reserves, 
acreage  and  other  assets  now  worth  at 
least  $3.7  billion,  as  valued  by  Joseph 
Tovey  of  New  York's  Tovey  &.  Co. 
Said  Tovey,  "It  was  a  super  deal  for 
Dome,  a  rape  of  Conoco." 

"It's  one  of  the  better  deals  we've 


Visa's  Dee  Hock 

A  marketing  pitch  amid  the  rhetoric. 


Dome  Petroleum 's  Gallagher 
One  of  the  better  deals. 


made,"  says  Gallagher,  and  certainly 
one  of  the  shrewdest:  Canada's  cur- 
rent energy  policies  might  have 
barred  non-Canadian  buyers  and  since 
Dome  paid  largely  in  Conoco  shares, 
Conoco  may  escape  enormous  capital 
gains  taxes  it  would  have  had  to  pay 
in  an  all-cash  sale. 

Now,  a  sizable  portion  of  Hudson's 
$250  million  cash  flow  will  go  di- 
rectly into  Dome's  exploration  and 
property-acquisition  budget,  which 
totaled  $550  million  last  year.  Too, 
Hudson's  Bay  has  only  $110  million 
in  debt,  while  $4.2  billion  (assets) 
Dome,  historically  leveraged  to  the 
hilt,  had  about  $2.2  billion  in  long- 
term  debt  before  borrowing  to  ac- 
quire Hudson's  Bay.  "It  comple- 
ments our  current  picture  beautiful- 
ly," says  Gallagher. — Van  Wallach 

Dee  Hock's 
holy  war 

"You're  going  to  see  the  damnedest 
fight  you  ever  saw  if  anyone  tries  to 
stop  us,"  thunders  Visa  President  Dee 
W.  Hock.  "The  ongoing  concentra- 
tion of  power  among  a  few  financial 
giants  is  morally  reprehensible." 

Needless  to  say,  one  of  those  finan- 
cial giants  is  Hock's  competitor, 
American  Express,  and  its  new  acqui- 
sition, Shearson  Loeb  Rhoades.  But 
there  must  be  a  marketing  ploy  some- 
where in  all  that  rhetoric,  and  there 
is:  Hock's  latest  brainchild  is  a  way, 
he  says,  to  allow  Visa's  14,000-mem- 
ber  financial  institutions  to  compete 
with  money  market  funds.  Hock  says 


all  the  details  haven't  been  worke< 
out  yet,  but  one  possibility  is  that  Vis, 
could  accept  deposits  through,  say 
Pittsburgh's  Mellon  Bank,  then  turl 
around  and  invest  in  Mellon  Ban] 
CDs  just  as  the  money  market  fund 
do.  Because  Visa  isn't  a  bank  but  . 
service  corporation  owned  by  itl 
members,  it  thus  can  get  them  inti 
the  money  market  fund  businesi 
through  the  back  door. 

At  least  that's  the  theory.  Hocl 
made  his  announcement,  howevei 
without  first  consulting  his  board  o 
directors.  Regulatory  authorities  als< 
may  not  take  too  kindly  to  what  is,  ii 
effect,  a  circumvention  of  the  Glass 
Steagall  Act.  And  the  bankers  them 
selves?  "I  fail  to  see  where  Mr.  Hocl 
is  going  to  offer  us  anything  we  can' 
already  offer  our  customers,"  drawl 
W.C.  Bennett,  president  of  the  Inde 
pendent  Bankers  Association. 

But  Hock  vows  to  press  on.  "Believt 
me,"  he  says,  "this  isn't  a  capriciou: 
announcement." — William  Harris 

Iosco  gets  tough 

Tosco  Corp.  CEO  Morton  Winston  i: 
not  your  typical  oilman.  A  professori 
al  type  he  once  taught  English  at  th« 
University  of  Connecticut  and  spen 
seven  years  as  a  Washington  lawye: 
before  joining  $2.4  billion  Tosco,  the 
nation's  second-largest  independen 
oil  refiner  as  an  executive  vice  presi 
dent  in  1967.  But  Winston's  bare 
knuckles  attack  on  Kenneth  M.  Good 
the  Denver  land  developer  who  re 
cently  bought  up  6.3%  of  Tosco'; 
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till fighting  them  off. 

tock,  is  decidedly  unprofessorial. 

In  a  suit  filed  in  federal  district 
ourt  in  Los  Angeles,  Tosco  alleges 
hat  Good  used  "nonpublic"  informa- 
ion  Tosco  had  submitted  to  the  State 
f  Colorado  on  the  $3.4  billion  Colony 
il  shale  project  Tosco  is  developing 
/ith  Exxon  in  western  Colorado.  The 
uit  also  alleges  that  Good  obtained 
he  information  because  of  a  "rela- 
ionship"  with  a  female  executive  di- 
ector  of  the  Colorado  Department  of 
,ocal  Affairs — a  liaison,  Tosco  con- 


tends, that  had  already  come  to  the 
attention  of  the  Colorado  state  board 
of  ethics.  In  April  the  board  found  the 
relationship  between  Paula  Herzmark 
and  Good  to  be  a  potential  conflict  of 
interest.  Good  denies  receiving  the 
documents. 

Winston,  50,  beat  off  Ashland  Oil 
Inc.'s  takeover  attempt  three  years 
ago.  This  year  a  $38.7  million  first- 
quarter  loss  caused  the  stock  to  drop 
as  low  as  19  (from  45  last  November). 
So  Good,  who  owns  4,000  acres  of 
land  on  the  western  slope  of  the 
Rocky  Mountains,  some  of  it  near  the 
Colony  project,  picked  up  over  a  mil- 
lion shares  of  Tosco  for  around  $27 
million. — Kathleen  K.  Wiegner 


Copying  success? 

Canon  burst  on  the  camera  market  in 
1976  with  a  single-lens  reflex,  35mm 
model  so  technologically  advanced 
that  the  Japanese  giant  quickly  be- 
came the  market  leader.  The  com- 
pany's latest  foray  is  a  little  dicier — a 
new  push  into  the  small  copier  field, 
based  not  on  revolutionary  technolo- 
gy but  on  price. 

Canon  now  has  about  20%  of  the 
low-end  copier  market.  Last  month  it 
introduced  the  NP  400F,  which  is 
desktop  size,  has  an  enlarger,  two  re- 
ducers, automatic  feed  and  can  make 
up  to  40  copies  a  minute.  Others  can 
do  that,  too,  concedes  Canon  U.S.A. 
President  Fujio  Mitarai:  "Technically, 
anybody  could  build  this  machine. 
But  put  together  its  features  and  then 
realize  our  price." 


The  copier  market  is  already  rav- 
aged by  price-cutting.  Since  demand 
for  small  copiers  is  growing  20%  a 
year,  Mitarai  believes  Canon  can  hew 
to  its  $8,495  price  on  the  400F  for  a 
while.  "Our  strategy  has  always  been 
to  offer  a  very  reasonable  price  and 
stick  to  it,"  he  says.  "I  don't  like  to 
make  pricing  a  sticky  business."  But, 
he  says,  he  may  have  to  cut  it  if  the 
competition — including  Savin,  Ricoh, 
Minolta  and  Pitney  Bowes — keeps 
cutting. 

Mitarai  has  no  current  plans  to 
tackle  Xerox,  Kodak  and  IBM  at  the 
high  end  of  the  market,  since  he  sees 
companies  trying  to  take  copiers  out 
of  one  central  room  and  put  smaller 
ones  closer  to  the  people  who  use 
them.  If  demand  keeps  growing,  Can- 
on may  build  a  copier  plant  for  the 
low-end  machines  here  in  the  U.S. 
That,  too,  may  detract  a  bit  from  Mi- 
tarai's  sanguine  view  of  the  market: 
Canon  U.S.A.  is  100%  "self -fi- 
nanced," and  if  it  builds,  it  has  to 
borrow. — Barbara  Rudolph 


Banking  on  a  divorce? 

Why  is  Morgan  Guaranty  selling  most 
of  its  33%  interest  in  London's  top- 
drawer  merchant  bank,  Morgan  Gren- 
fell  Holdings?  It  hardly  needs  the  $47 
million  it  will  get  from  the  sale — what 
with  assets  last  year  of  $50  billion. 
Indeed,  $3.2  billion  (assets)  Grenfell, 
whose  own  1980  net  earnings  rose 
43%,  to  $14.9  million,  would  seem  a 
good  investment. 

The  probable  answer:  After  seven 
years  with  a  New  York  representative 
office,  Grenfell  is  incorporating,  and 
that  means  going  head-to-head  with 
Guaranty  inhugelyprofitableareaslike 
private  placements,  denied  to  it  while 
an  unincorporated  subsidiary.  "The 
two  events  aren't  necessarily  related," 
contends  the  London  bank's  new  U.S. 
President  John  Fraser,  gazing  wistfully 
out  the  window  of  his  34th-floor  office 
in  Manhattan's  Seagram  Building. 
"Anyway,"  he  says,  "we've  competed 
with  Morgan  Guaranty  for  years.  I  can't 
imagine  our  little  mosquito  will  cause 
them  much  concern." 

Maybe.  But  the  Milwaukee-bom 
Fraser,  46,  who  went  to  Yale  and  Har- 
vard Business  School  before  joining 
White  Weld,  First  Boston  and  then,  in 
February,  Morgan  Grenfell,  clearly 
sees  room  for  Grenfell  to  grow  and  a 
place  in  the  U.S.  for  the  British  way  of 
taking  care  of  clients.  "Some  U.S. 
banks  want  to  do  deals  regardless  of 
whether  the  transaction  makes  sense 
for  a  client,"  he  snaps.  Why?  "They 
have  large,  highly  paid  staffs."  He's 
right,  Morgan  Stanley  alone  has  over 
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l  little  dicier  this  time. 
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Enter 

the  informatioi 

age. 

wm  From  the  beginning,  knowledge  has  shaped  the  future. 

Now,  America  is  entering  a  new  age,  the  Information  Age.  Bell  scientists  he 
used  their  knowledge  to  invent  the  tools  for  managing  information  in  this  new  age: 
the  transistor,  magnetic  bubbles  and  other  breakthroughs  >nown  a  Dove  in  Weap 
this  knowledge  to  advanced  systems  for  business  by  drawing  on  our  knowledge  of 
information  networks  and  of  each  industry's  specific  information  management  needs. 
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This  knowledge  can  be  applied  to  your  business  with  the  help  of  your  local  Bell 
int  Executive,  an  industry  specialist,  to  produce  a  single,  integrated  system. This 
ie  system  can  add  to  your  profits  by  increasing  productivity,  saving  energy,  improving 
y  of  life  for  your  employees. 

A  typical  example  is  our  Dimension®  PBX  system  for  managing  information  in 
tals.  In  addition  to  updating  voice  communications,  it  distributes  timely  information 
tient  bills,  medical  records,  prescribed  diets.  It  reports  bed  status,  staff  availability, 
tment  inventories.  A  special  feature  transmits  energy-saving  information  to  heating, 
ig  and  lighting  units,  reducing  energy  costs  as  much  as  20  percent. 

The  system  we  design  for  you  will  be  part  of  our  nationwide  network,  the 
t  and  most  advanced  system  in  the  world  for  managing  information.  You  can  make 
)wn  changes  as  your  business  changes  and  grows.  Your  system  will  be  flexible,  to 
imodate  further  advances  in  technology;  it  will  be  backed  by  and  integrated  with  the 
ystem. 

The  knowledge  business  can  help  you  move  into  the  Information  Age. 


The  knowledge  business 


John  B.  Fraser,  president  of  Morgan  Grenfell  Inc 

"I  cant  imagine  our  little  mosquito  will  cause  them  much  concern. 


50  people  in  its  merger  and  acquisi- 
tion department.  Grenfell's  total  U.S. 
staff  is  15.  "That,"  says  Fraser, 
"means  we  can  take  a  somewhat  dif- 
ferent view." — Maurice  Barnfather 

Beta,  shmeta 

You'll  hear  soon  about  Arnold  R. 
Schmeidler.  Performance  figures  for 
independent  money  managers  have 
only  recently  become  available — and 
his  small  New  York  firm  heads  a  list 
prepared  by  Computer  Directions  Ad- 
visors of  Silver  Springs,  Md. 
Schmeidler's  record:  an  88%  return 
for  the  12  months  ending  in  March. 
For  the  last  six  years,  gains  have  aver- 
aged 32%  compounded. 

The  secret?  Schmeidler  isn't  con- 
tent with  one-decision  stocks.  His 
A.R.  Schmeidler  &  Co.  is  into  one- 
decision  portfolios.  It  has  invest- 
ments in  roughly  30  companies,  all 
but  2  in  domestic  energy  production. 
Still,  Schmeidler  blithely  describes  his 
strategy  as  "avoidance  of  risk." 

Schmeidler,  44,  is  a  would-be  classi- 
cal pianist  who  spent  ten  years  as  a 
part-time  page-turner  for  Arthur  Ru- 
binstein. He  went  to  work  on  Wall 
Street  when  he  graduated  from  Co- 
lumbia Business  School  in  1959,  start- 
ing his  own  firm  a  decade  later.  Today 
he  and  16  associates  manage  $300 
million  for  about  300  clients. 

But  Schmeidler  may  be  a  Johnny- 
one-note.  He's  heavily  into  smallish 
oil  and  gas  stocks.  His  stocks'  average 
beta,  or  volatility  factor,  is  1.8,  80% 
higher  than  the  market's  as  a  whole. 
Conventional  measures  of  risk  be 


damned,  Schmeidler  argues.  He 
thinks  it's  safer  to  buy  General 
American  Oil  even  at  17  times  earn- 
ings, with  its  600  billion  cubic  feet  of 
gas  reserves  and  79  million  barrels  of 
oil,  than  GM  or  AT&T,  which  he  feels 
have  little  chance  of  keeping  earnings 
up  with  inflation. 

Maybe  so — but  it  would  be  nice  to 
know  how  such  a  high-flying  money 
manager  does  in  a  different  market. 
Unfortunately,  Schmeidler  says,  he 
can't  tell  us.  Pre- 1975  performance 
data  are  unavailable. — William  Baldwin 


Faces 

Behind  The  Figures 


If  you  can't  beat  'em . . . 
sell  to  'em 

Interstate  banking  would  have  arrive 
years  ago  except  for  the  opposition 
small  banks,  which  fear  that  the 
money-center  counterparts  will  pi 
them  out  of  business.  But  one  sma 
banker  who  would  welcome  inte 
state  banking  is  Thomas  Richardsoi 
58,  the  crusty  chairman  of  Stamfor 
Conn. -based,  $1.3  billion  asse 
Northeast  Bancorp. 

"The  idea  that  bigness  is  bad 
nonsense,"  says  Richardson,  wh 
joined  Northeast's  flagship  ban! 
Union  Trust  Co.,  34  years  ago.  The: 
is  plenty  of  banking  business  for  e' 
erybody,  he  maintains,  in  serving  tf 
corporations  that  have  flooded  inl 
Connecticut's  gold  coast  in  recei 
years.  "We  have  as  many  blue-chi 
corporations  as  any  other  area  of  th 
country,"  he  says,  "yet  we  don't  ha\ 
the  capital  to  serve  them." 

But  what  happens  if  the  big  boys  ti 
to  gobble  up  local  institutions?  "I  we 
come  the  prospect  of  being  acquired, 
says  Richardson.  "It  would  be  good  fo 
our  employees,  our  customers  and  ox 
shareholders." 

In  fact,  if  Congress  doesn't  repeal  th 
McFadden  Act,  which  prevents  bant 


Money  manager  Arnold  R.  Schmeidler 
Wall  Street's  Johnny -one-note. 
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chardson  of  Northeast  Bancorp 
it  it  come,  let  it  come. 


om  operating  out  of  state,  Richardson 
ould  be  inclined  to  look  at  an  insur- 
lce  company  or  even  an  overseas 
ink  for  a  partner,  "although  I  would 
efer  to  merge  with  a  good,  solid 
merican  bank."  But  Richardson  be- 
eves that  interstate  banking  may  be 
st  around  the  corner.  Regulators  will 
:  forced  to  allow  big  banks  across  state 
les  to  bail  out  thrift  institutions  in 
inger  of  going  under,  he  says.  "Pretty 
ion  every  bank  will  have  to  decide 
hether  to  be  an  acquirer  or  an  ac- 
airee." — Thomas  O'Donnell 


The  gambling  czar 

rhe  lottery  is  not  an  investment," 
ys  John  Quinn.  "It's  a  form  of  recre- 
ion."  If  so,  Quinn's  New  York  State 
Jttery  is  a  recreational  mini-indus- 
y  in  itself:  It  has  grossed  more  than 
[  billion  in  the  last  five  years. 
Last  year,  after  three  years  of  sag- 
ng  sales,  revenues  jumped  26%,  to  a 
cord  $233  million.  Earnings — that 
oney  going  to  state  education  after 
izes,  vendor  and  distributor  com- 
issions  and  expenses  are  paid — 
ipped  $102  million,  also  a  record, 
uinn,  a  New  Yorker  brought  in  from 
ie  Michigan  lottery  in  1976  to  clean 
3  and  head  the  Empire  State's  oper- 
ion  after  it  was  suspended  because 
irregularities  in  1975,  attributes  the 
>80  rise  to  market  segmentation: 
ew  York's  old  lottery  offered  only 
ie  game,  a  weekly  drawing  of  pre- 
inted  numbered  tickets. 
Quinn  introduced  the  Instant  Lot- 
ry,  which  lets  a  player  know  on  the 


New  York  Lottery's  John  Quinn 
A  mini-industry  to  itself. 


spot  if  he  has  won.  Then  came  Lotto, 
a  weekly  game  in  which  the  bettor 
picks  his  own  numbers  and  finally, 
the  "Daily  Numbers,"  a  game  with  a 
500-to-l  payout  that's  frankly  de- 
signed to  compete  with  the  illegal 
numbers  rackets'  600-to-l  payout. 

But  Quinn  is  facing  competition 
on  other  fronts.  Potential  New  York 
lottery  revenues  are  leaking  across 
state  lines  to  competing  games,  like 
New  Jersey's  daily  Pick  Four,  a  popu- 
lar pari-mutuel  game,  which  pays  out 
about  5,000-to-l.  Quinn's  solution  is 
Win  Four,  a  similar  game  with 
equivalent  payout  odds.  That,  he 
hopes,  will  boost  1981  sales  to  $410 
million. — Jeff  Blyskal 


Who?  Me  worry? 

"It  will  be  an  epic!"  says  Emanuel 
Fthenakis,  chairman  of  American  Sat- 
ellite Co.  For  six  years  ASC  has  had 
the  satellite  transmission  of  high- 
speed data,  voice  and  video  largely  to 
itself.  (RCA,  one  of  its  two  main  com- 
petitors, focuses  largely  on  cable  TV 
services,  while  Western  Union,  the 
other,  concentrates  on  voice  and  low- 
speed  data.) 

But  now  Manny  Fthenakis  (pro- 
nounced Fen-ACK-is)  hears  behind 
him  the  tramp  of  a  giant:  It's  Satel- 
lite Business  Systems,  which  started 
operations  this  year  and  is  backed  by 
the  formidable  trio  of  Comsat,  IBM 
and  Aetna  (combined  sales,  $39.8 
billion).  ASC  is  a  joint  venture  of 
tiny  (by  comparison)  Fairchild  Indus- 
tries   and    Continental  Telephone 


Fthenakis  of  American  Satellite 


Who's  afraid  ofSBS? 


Corp.  (combined  sales,  $2.2  billion). 

ASC  has  used  its  time  advantage 
well,  attracting  such  customers  as 
Dow  Jones  and  the  New  York  Times 
(which  transmit  to  regional  printing 
presses  via  satellite),  Western  Ban- 
corp, Sperry  Univac,  Bank  of  America 
and  Federal  Express.  Altogether,  cus- 
tomers like  that  could  make  up  a  mul- 
tibillion-dollar  market  by  1990.  And 
that  market  is  what  SBS  is  taking 
dead  aim  at. 

Fthenakis,  a  Greek-born  U.S.  citi- 
zen with  a  string  of  communications 
satellite  component  patents  and  expe- 
rience at  Bell  Labs,  GE  and  Philco- 
Ford,  maintains  that  ASC  has  a  prov- 
en service  as  well  as  a  creditable 
customer  list.  Nothing  if  not  confi- 
dent, he  says:  "Our  technology  is 
ahead  of  IBM's." 

ASC's  revenues  will  be  about  $20 
million  this  year  and  the  company, 
Fthenakis  says,  will  go  into  the  black 
for  the  first  time.  So  it  would  be  par- 
ticularly galling  if  SBS  took  away  the 
market  just  as  his  efforts  were  bearing 
fruit.  That  won't  happen,  says  Fthena- 
kis. "Let's  look  at  everything  that's 
happened  since  the  FCC  decided  to 
deregulate  the  communications  in- 
dustry. What  emerged  that  was  differ- 
ent? Only  two  new  companies:  terres- 
trially, MCI;  satellite,  American  Satel- 
lite. Many  others  tried — Western 
Communications,  Hughes  Aircraft — 
but  they  all  fouled  out.  From  zero,  we 
started.  From  the  beginning  we  went 
right  straight  on.  It  will  be  written  in 
history!" — Laura  Saunders 
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BEYOND  MEDICARE: 

LET  THE  BUYER 


PHOENIX— A  few  unscrupulous  insur- 
ance agents  were  playing  on  the  fears 
of  the  elderly.  They  told  scare  stories 
about  major  illnesses  that  could  cause 
financial  ruin.  They  sold  medical  in- 
surance policies  they  promised  would 
pay  all  bills  Medicare  does  not  cover. 
The  policies  often  provided  much  less 
coverage  than  the  agents  claimed. 

Reporter  David  Page  and  photog- 
rapher Bill  Timmer  of  KPNX-TV  in 
Phoenix  investigated  complaints 
about  these  misrepresented  policies. 

Using  a  hidden  camera,  they  doc- 


umented actual  sales  presentations 
by  insurance  agents  to  a  72-year-old 
widow.  The  evidence  supported  com- 
plaints that  agents  were  glossing 
over  details  and  leaving  out  important 
information  about  waiting  periods,  pol- 
icy exclusions  and  limitations.  It  was 
information  the  elderly  insurance 
purchaser  usually  found  out  too  late. 

The  KPNX-TV  investigation  aired 
in  a  four-part  series,  "Policies  and 
Promises." 

As  a  direct  result,  the  Arizona 
Insurance  Department  acted  against 
those  who  were  giving  the  health- 
insurance  industry  a  bad  name.  It  sus- 
pended six  agents  and  revoked  the 
licenses  of  three  others.  Facing  possi- 
ble cancellation  of  its  permit  to  sell 
insurance  in  Arizona,  one  company 
agreed  to  a  plan  which  could  return 
more  than  $250,000,  and  a  third  of 
that  amount  has  already  been  refunded 
to  654  victimized  policy  holders. 

Gannett  believes  in  the  freedom 


of  the  people  to  know,  and  pursues 
that  freedom  in  print,  on  the  air  anc 
in  every  way  we  provide  communiti 
with  information. 

That  freedom  rings  throughout 
Gannett,  from  Bellingham  to  Bing- 
hamton,  from  Littie  Rock  to  Los 
Angeles,  from  Sioux  Falls  to  Little 
Falls.  It  rings  in  news  coverage,  in 
editorial  opinions,  in  community 
service.  Each  member  serves  its  o\ 
audience  in  its  own  way. 

For  more  information,  write: 
Gannett;  Corporate  Communicatior 
Lincoln  Tower;  Rochester,  N.Y. 
14604.  Or  call  (716)  546-8600. 
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A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


The  Forbes/ Wilshire  5000  Review 


10 


 Market  value  of  Wilshire  5000: 

—  $1 ,434.0  billion  as  of  5/29/81 


Wilshire  5000  Equity  Index 

All  stocks  with  daily  price  quotations, 
weighted  by  market  value 


Percent  change  in  last  two  weeks  - 
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:ep  your  seat  belts  fastened!  The  market  snapped 
t  of  a  dive  and  appears  headed  back  toward  higher  alti- 
des.  Wall  Street  reacted  favorably  to  the  most  recent 
and  of  reductions  in  the  prime  rate  and  some  encouraging 
les  figures  from  Detroit.  All  the  major  market  indexes 
ade  some  headway  in  the  last  two  weeks.  The  broadly 
sed  Wilshire  5000  gained  a  full  1%,  with  the  biggest  lift 
ming  from  the  NASDAQ  stocks — up  3.2%. 
Forgetting  the  intermediate  ups  and  downs,  these  have 
en  a  great  52  weeks  in  the  stock  market.  ASE  and  NASDAQ 
dexes  are  up  3 8 . 8 %  and  48 . 5% ,  respectively.  The  30  ponder- 
s  stocks  that  make  up  the  Dow  Jones  gained  a  respectable 


16.6%  while  the  S&P's  500  moved  up  19.2%. 

Roy  Anderson,  manager  of  statistical  research  at  Stan- 
dard &  Poor's,  says  that  the  S&P's  500  would  have  done 
even  better  but  for  the  flat  performance  of  the  major  oils. 
Oils  make  up  approximately  19%  of  this  index.  Office  and 
business  equipment  is  another  slow  group  in  the  S&P's  500. 
In  the  past  52  weeks  this  group,  which  accounts  for  about 
6%  of  the  S&P's  500,  gained  only  8% .  The  ASE  index  is  also 
heavily  weighted  by  oils.  The  ASE  oils  are  generally  smaller 
and  include  exploration  and  service  companies  that  still 
charm  some  speculators.  The  ASE  index  shows  a  tremen- 
dous gain  of  almost  39%  over  the  past  52  weeks. 


Close-up  On  The  Equity  Markets 


Performance  of  five  leading  indexes 

Percent  change 

Wilshire 
5000 

Dow  Jones 
industrials 

NYSE 
Composite 

ASE  Market 
Value  Index 

NASDAQ 
Composite 

n  last  4  weeks 

1.4 

-0.4 

0.3 

5.8 

3.1 

n  last  52  weeks 

25.3 

16.6 

21.4 

38.8 

48.5 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility  * 

P/E  multiple 

Dividend  yield 

Growth  profile  t 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

3.6 

0.9 

4.4 

0.6 

0.4 

4.3 

3.9 

1.2 

0.6 

4.4 

in  last  52  weeks 

78.3 

17.0 

75.0 

33.4 

9.9 

62.8 

66.6 

27.5 

31.4 

64.8 

stock's  sensitivity 

to  overall  markc 

t  movement.  High-volatility  issues  have  wide  price  fluctuations;  low-volatility  issues  are  more  stable. 

i  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


ite:  All  data  for  periods  ending  5/29/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Everything  else  goes  up  when  energy  goes  down.  While  the 
oversupply  of  oil  will  crimp  the  profits  of  the  oil  companies 
it  also  means  less  expensive  energy  and  petroleum  feed- 
stocks^— a  plus  for  almost  everyone  else. 

Outside  the  energy  sector  the  utilities  were  the  only 
group  that  did  not  perform  better  in  this  two-week  period 
than  the  last.  The  utilities,  however,  made  big  gains  in  the 


preceding  period,  so  the  lack  of  movement  is  neither  sui 
prising  nor,  necessarily,  a  portent. 

The  finance  sector,  up  5.6%,  was  the  best  performer  in  thj 
past  two  weeks.  Merger  fever  still  rages  in  the  brokerag) 
industry,  a  major  component  of  the  finance  sector,  but  banks 
too,  pepper  the  new-high  lists.  Technology  rebounded  strong 
ly  from  its  decline  in  the  previous  period,  gaining  4.3%. 


Percent  change  in  last  52  weeks         Yf^O7  Pe,cent  chan8<  >"  '«« ,w0  w*«ks 


Energy 


+75% 
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Finance 


+75% 


+50 
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Technology 


+75% 


+50 


+25 


+4.3 
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Consumer  nondurables  and  services 


+75% 


+  50 


|+3.2 
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Utilities 


+  75% 


+25 


+0.2 
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Note:  All  data  for  periods  ending  5'29/81.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Gould 

introduces  world's  newest 
and  most  powerful 
32-bit  minicomputer. 


With  the  new  CONCEPT  32/87  from  our 
Systems  Engineering  Laboratories  sub- 
sidiary, Gould  introduces  the  kind  of 
truly  awesome  computer  power  that 
represents  a  quantum  leap  forward  in 
computer  technology.  With  its  3.6  MIPS, 
the  CONCEPT  32/87  can  provide  up  to 
three  times  the  processing  power  of  any 
32-bit  minicomputer  that  has  been 
developed,  and  without  a  proportional 
increase  in  price. 

In  scientific,  engineering  and  indus- 
trial applications,  the  CONCEPT  32/87 
minicomputer  can  perform  the  work  of  a 
large,  expensive  mainframe  at  consider- 
ably lower  cost. 
The  Gould  electronic 
"building  block"  strategy. 
At  Gould,  we  make  the  electronic 
products  needed  to  harness  the  power 


of  technology.  And  we're  focusing  on 
five  areas  where  this  technology  has 
great  impact:  factory  automation,  test 
and  measurement  equipment,  medical 
instrumentation,  undersea  defense,  and 
advanced  materials  and  components. 

Gould's  32-bit  minicomputers  fit 
directly  into  this  strategy.  They  provide 
the  "brains"  for  our  factory  automation 
capability  by  tying  together  our 
programmable  controllers,  servo  drives, 
and  transducers.  It  also  adds  the 
capability  to  interface  with  CAD/CAM, 
both  inside  Gould  and  for  our 
customers. 

If  you'd  like  to  know  more  about  our 
building  block  strategy,  please  write 
Gould  Inc.,  Investor  Relations, 
Department  D-4, 10  Gould  Center, 
Rolling  Meadows,  Illinois  60008. 


■>  GOULD 


An  Electrical/Electronics  Company 


Introducing 
a  new  company  with 
$3.2  billion  in  sales. 

And  twice  the 
growth  rate  of  the 
S&P  "400" 

Engelhard  Corporation 


"We've  just 
appeared  on  the 
Big  Board.  And 
we  are  already 
one  of  the  na- 
tion's largest 
corporations. 

How  is  it 
possible? 

On  May  2()th, 
the  stockholders 
of  Engelhard 
Minerals  & 
Chemicals  Corporation  approved  a 
plan  to  create  an  independent  New 
York  Stock  Exchange  listed  company 
named  Engelhard  Corporation.  (Our 
ticker  symbol  is  EC.) 

This  new  company  is  comprised  of 


IRVING  D.  ISKO 
President  and  Chief 
Executive  Officer 


the  Engelhard  Industries  and  Min- 
erals &  Chemicals  Divisions  of  the 
former  Engelhard  Minerals  and 
Chemicals  Corporation. 

During  the  past  five  years,  the  ag- 
gregate sales  of  these  two  businesses 
grew  at  a  compounded  rate  of  over 
36%,  reaching  $3.2  billion  in  1980. 
Earnings  totaled  $66  million  in  1980, 
and  have  grown  at  a  compounded 
rate  of  27%— more  than  twice  the 
average  achieved  by  Standard  & 
Poors  "400"  industrial  companies. 

What  do  these  Divisions  do  that's 
so  profitable? 

Engelhard  Industries  is  a  world 
leader  in  precious  metal  technology, 
in  the  manufacture  of  precious  metal 
products  and  the  refining  of  mate- 
rials containing  precious  metals.  Its 


products  go  into  electrical  and  ele( 
tronic  components,  chemical  ad 
petroleum  processing,  metalworkir 
products  and  pollution  control  syj 
terns.  It  also  supplies  the  automoti 
industry  with  catalysts  to  contfl 
emissions. 

Minerals  &  Chemicals  Divisk 
supplies  the  petroleum  industi 
with  catalysts  and  technologies  th 
maximize  the  return  on  a  barrel 
crude.  It  also  produces  and  marke 
performance  products  to  the  pape 
paint,  plastics  and  pharmaceutic 
industries. 

For  a  new  company,  Engelhai 
Corporation  has  a  remarkable  pas 
We  expect  to  have  an  even  betti 
future." 


SALES 

Engelhard  Corpora 


EARNINGS 

Engelhard  Corporation 


COMMON  EQUITY 

Engelhard  Corporation 


NET  INCOME  RETURN  ON  COMMON  EQUITY 
(Annual  Averages) 

Engelhard  Corporation 


NET  SALES  &  OPERATING 
REVENUES 

(Millions  of  Dollars) 


NET  EARNINGS 

(Millions  ot  Dollars) 


Shown  is  a  5-year  comparison  of  growth  rales 
of  Engelhard  Corporation  through  1980  (based 
on  pro-forma  dollar  amounts  of  its  two 
divisions)  and  the  Standard  &  Poor's  index  of 
400  companies  through  1979. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Want  to  shoot  crap?  Why  not  try  the 
lond  market  (yes,  the  bond  market). 

A  SWINGER'S  GUIDE 
TO  BONDS 


By  Ben  Weberman 


>Jo  longer  are  bonds  a  dull  backwa- 
er.  Today,  a  bond  can  swing  over 
Dur  or  five  points  in  one  day  and 
hen  go  back  just  as  quickly. 
Where  you  find  fluctuations,  you 
ind  opportunities.  How  do  you  play 
hese  opportunities?  The  safest  way 
>  to  buy  Treasury  bonds  yielding 
3.25%  for  the  next  30  years  or  a 
ote  paying  14.75%  a  year  for  three 
ears.  These  are  rates  that  money 
larket  mutual  funds  will  find  it 
ard  to  meet  over  the  full  lives  of 
he  issues. 

Want  a  greater  return  than  13% 
r  15%?  Try  leverage. 

Here  are  some  of  the  techniques 
3r  leveraged  speculating  in  bonds, 
east  risky  is  the  purchase  of  low 
oupon,  deep  discount  bonds.  Want 
ven  more  leverage?  Try  a  Treasury 
ond  futures  contract.  For  an  initial 
largin  deposit  of  about  $3,000,  but 
ossibly  as  low  as  $2,000,  a  contract 
an  be  arranged  to  buy  $100,000  of 
onds  at  a  time  specified  for  future 
elivery. 

First  let's  look  at  a  bond  purchase 
averaged  with  a  loan.  Margin  is  not 
asy  to  arrange  through  a  stock 
ouse.  Most  account  executives 
on't  know  what  to  do  if  they  are 
andling  anything  other  than  equi- 
les.  A  commercial  bank  would  be 
lore  appropriate  for  this  type  of 
ransaction,  but  many  bankers  do 
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not  know  what  to  do  either,  I  fear. 
So  you  may  have  to  shop  around. 

If  you  can  borrow  for  about  75% 
of  the  market  value,  the  bank  rate 
would  be  somewhat  greater  than 
the  brokers'  loan  rate,  probably 
close  to  the  prime  lending  rate.  For 
this  example  assume  that  the  bank 
interest  charge  is  20%  per  annum. 

The  current  yield  on  the  Treasury 
10s  of  2010  is  13%,  but  the  bank 
charge  is  20%.  You  pay  $780  for  the 
bond,  which  yields  $100  a  year,  and 
pay  $1 17  on  the  $585  you  borrowed. 
So  you  are  out  of  pocket  $17  a  year 
on  each  $1,000  bond.  But  if  interest 
rates  drop,  say  to  12%  from  12.9% 
currently,  the  price  of  the  10s  would 
rise  to  84  from  the  current  78,  a 
price  improvement  of  8%  or  $80  per 
bond — a  41%  profit  on  your  cash 
investment  of  $195  per  bond. 

Want  greater  thrills?  Turn  to  the 
organized  futures  exchanges.  The 
Chicago  Board  of  Trade  lists  con- 
tracts for  future  delivery  covering  a 
$100,000-par- value,  8%,  20-year 
Treasury  bond.  Delivery  months  are 
March,  June,  September  and  De- 
cember. Delivery  is  permitted  for 
any  outstanding  Treasury  bond  ma- 
turing in  1 5  years  or  beyond. 

The  risks  are  great.  On  a  $100,000 
contract,  for  example,  one  point 
change  in  price  is  worth  $1,000.  If 
the  contract  price  is  77  and  moves 
to  74,  the  initial  margin  is  cleaned 
out.  Let  the  price  rise  to  80  and  the 
investment  doubles. 

Here's  how  the  contracts  work. 
Suppose  you  buy  the  September 
1981  contract  at  65,  the  yield  is 
12.91%.  If  interest  rates  drop,  the 
bonds  would  return  only  12%  and 
the  futures  contract  then  would  be 
quoted  at  70.  At  a  return  of  1 1%  the 
contract  would  go  to  76.  The  price 
of  70  would  generate  a  profit  of 
$5,000 — compared  with  the  margin 
of  about  $3,000.  The  price  of  76 


would  give  a  profit  of  $11,000. 

Just  remember  though:  This  is 
gambling,  not  investing. 


Seven-year  hitch 

At  last  count,  money  market  mutu- 
al funds  had  $118  billion  of  other 
people's  money.  Manufacturers 
Hanover  Trust  Co.  has  come  up 
with  a  new  type  of  debt  instrument 
to  get  a  piece  of  that  huge  sum. 

The  new  seven-year  note  pays  in- 
terest monthly  at  a  rate  pegged  to 
the  30-day  commercial-paper  yield. 
The  yield  will  be  adjusted  weekly. 
Therefore,  it  will  fluctuate  much 
more  widely  than  the  yields  of  the 
money  market  mutual  funds,  which 
are  based  on  actual  returns  on  the 
securities  in  their  portfolios.  These 
typically  have  an  average  maturity 
of  25  to  30  days. 

When  the  new  notes  were  an- 
nounced in  late  May,  the  yield  on 
30-day  commercial  paper  was 
18.25%.  Investors  would  receive  in- 
terest at  that  level  through  the  week 
ended  June  2.  During  the  same  peri- 
od, money  market  mutual  funds 
were  paying  an  average  16.4%. 

Manny  Hanny's  new  notes  are 
better  in  quality — Triple  A — than 
quite  a  lot  of  stuff  held  by  the  mon- 
ey market  mutual  funds. 

However,  fund  shares  are  very 
liquid.  Money  can  be  drawn  out 
immediately  by  check.  A  holder  of 
the  Manny  Hanny  notes,  in  con- 
trast, would  have  to  sell  on  the 
open  market  and  wait  for  the  trans- 
action to  clear.  Sale  of  a  debt  secu- 
rity through  stock  houses  can  also 
be  a  headache;  account  executives 
aren't  crazy  about  dealing  in  small 
pieces  of  paper.  A  $100,000  block  is 
considered  a  round  lot  in  the  debt 
markets. 

Oddly,  the  idea  for  these  notes 
came  from  Merrill  Lynch  White 
Weld,  sponsor  of  the  $16.5  billion 
Ready  Assets  Trust,  the  nation's 
biggest  money  market  mutual  fund. 
Merrill  Lynch  becomes  the  lead 
manager  of  the  underwriting,  and 
probably  will  maintain  active  sec- 
ondary markets  prepared  to  deal  in 
small-size  blocks.  Since  Merrill 
Lynch  account  executives  receive 
no  commission  for  handling  orders 
for  money  market  mutual  funds, 
presumably  they  won't  be  sorry  to 
see  the  substitute,  which  will  bring 
a  modest  selling  commission.  ■ 
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Stock  Comment 


Even  if  all  the  current  ifs  in  the  economy 
become  reality,  it  would  not  induce  me 
to  invest  in  bonds  or  utilities. 

WHEN  INTEREST 
RATES  COME  DOWN 


By  Heinz  H.  Biel 


The  financial  community  is  paying 
too  much  attention  to  short-term 
money  rates,  which  recently  topped 
the  20%  mark  again.  To  be  sure,  a 
financially  weak  company  with  a 
heavy  burden  of  short-term  debt 
will  be  crucified  if  it  has  to  pay  that 
much  on  its  bank  loans.  This  is  es- 
pecially true  if  it  has  no  profits  from 
which  it  could  deduct  the  interest 
cost.  But  the  investor  is,  or  should 
be,  more  concerned  with  the  level  of 
longer-term  interest  rates  than  with 
whether  the  prime  is  12%  or  20%. 

What  are  the  chances  that  long- 
term  interest  rates,  which  fluctuate 
far  less  than  money  rates  and  seem 
to  hold  stubbornly  around  15%,  will 
come  down  significantly?  This  de- 
pends largely  on  the  success  or  fail- 
ure of  the  Reagan  economic  pro- 
gram. If  the  proposed  three-year  tax 
cut  plan  is  accepted  by  Congress.  If 
the  extra  income  is  invested  rather 
than  spent.  If  inflationary  expecta- 
tions are  lessened.  If  all  these  ifs 
come  to  pass,  then  a  lower  level  of 
interest  rates  becomes  a  realistic 
prospect.  That's  a  lot  of  ifs,  and  I'd 
feel  far  more  confident  if  a  strong 
incentive  to  save  and  invest  were 
incorporated  in  the  Administra- 
tion's program. 

If  all  this  came  to  pass,  what 
would  it  do  for  the  investor?  Obvi- 
ously, bonds  would  appreciate  as 
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yields  decline,  and  yield-sensitive 
stocks,  such  as  electric  utilities  and 
savings  and  loan  companies,  would 
also  respond.  More  important,  how- 
ever, stocks  in  general  would  bene- 
fit, because  lower  interest  rates 
would  most  likely  result  in  a  higher 
P/E  ratio  than  we  have  at  present. 

Yet,  all  this  would  not  induce  me 
to  invest  in  bonds  or  utilities.  Once 
bond  prices  have  adjusted  to  the 
new  level,  that  would  be  it — a  one- 
shot  capital  gain.  Nor  would  utilities 
become  more  attractive.  Their 
problems  would  be  alleviated  only 
slightly,  but  not  solved.  The  effect 
on  corporate  profits  in  general  also 
would  be  minor — except  for  compa- 
nies that  have  been  most  severely 
affected  by  high  interest  rates,  i.e., 
primarily  the  builders  of  residential 
homes.  The  latter  would  be  the  real- 
ly big  winners.  Who  are  they? 

A  whole  slew  of  companies  have  a 
stake  in  that  business,  ranging  from 
the  producers  of  timber  and  other 
building  materials  to  the  makers  of 
major  appliances  and  home  furnish- 
ings. The  most  direct  beneficiaries 
of  a  revival  of  this  deeply  depressed 
area  of  our  economy  would  be  the 
home  builders  themselves. 

The  sad  state  of  this  market  is 
due  primarily  to  forbiddingly  high 
mortgage  rates,  which  make  the 
purchase  of  a  home  unaffordable  for 
an  ever-growing  segment  of  our 
population.  The  automakers,  too, 
have  suffered  from  the  effects  of 
high  financing  costs,  but  a  house 
involves  about  ten  times  as  much 
money  as  the  cost  of  a  car. 

My  strong  preference  among  the 
home  builders  is  U.S.  Home  Corp. 
(28),  the  country's  largest  builder  of 
single-family  homes,  with  sales  ex- 
ceeding $1  billion,  which  has  come 
through  this  difficult  period  with 
flying  colors.  U.S.  Home's  rev- 
enues (over  90%  from  single-fam- 
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ily  homes)  and  per-share  earnings 
have  increased  in  every  year  since 
1974,  setting  new  records  in  1980. 
The  company's  return  on  equity 
topped  20%  last  year,  which,  al- 
though a  bit  lower  than  in  the  two 
preceding  years,  is  respectable  in 
any  line  of  business.  The  stock's 
performance  reflects  such  success, 
reaching  an  alltime  high  of  33  in 
March,  despite  the  deep  slump  in 
residential  construction. 

How  did  U.S.  Home  manage  to 
accomplish  what  seems  to  be  a  mir- 
acle? Of  course,  it  is  management. 
To  begin  with,  U.S.  Home  has  fa- 
vored the  so-called  Sunbelt.  People 
moving  there  often  have  sold  their 
old  homes  in  other  parts  of  the 
country  and  are,  therefore,  in  a  bet- 
ter financial  position  to  buy  a  new 
one.  The  company  also  has  demon- 
strated its  flexibility  by  shifting  its 
product  mix  from  single  homes  to 
attached  condominiums  close  to  ur- 
ban centers  and  to  retirement  com- 
munities as  well  as  resort  housing. 

Since  the  financing  of  a  home 
purchase  is  a  greater  problem  than 
the  actual  cost  of  it,  U.S.  Home  as- 
sists the  buyer  in  the  financing  rath- 
er than  cut  its  prices.  While  this  has 
a  negative  effect  on  profit  margins, 
it  does  maintain  the  momentum 
and  the  momentum  is  most  impres- 
sive indeed.  In  this  year's  first  quar- 
ter it  delivered  4,120  homes,  up 
13%  from  the  corresponding  1980 
period.  As  a  matter  of  fact,  deliv- 
eries were  the  highest  for  any  quar- 
ter, except  for  the  seasonably  stron- 
ger third  quarter  in  1979  and  1980. 

Although  first-quarter  earnings 
dropped  to  80  cents  a  share  from  92 
cents  the  year  before,  due  largely  to 
the  financing  help  given  to  new 
buyers,  estimates  for  the  full  year 
are  in  the  $3.50-to-$3.80  range,  up 
from  $3.32  in  1980,  the  previous 
record.  Evidently  the  strong  sales 
momentum  is  expected  to  over- 
come the  additional  expense.  Con- 
sidering that  we  are  talking  about  a 
company  operating  in  a  deeply  de- 
pressed industry,  this  would  surely 
be  a  most  remarkable  result. 

I  do  not  know  whether,  when  or 
how  much  interest  rates  will  de- 
cline, but  in  view  of  U.S.  Home's 
past  record,  it  can  be  taken  for 
granted  that  this  company  will  be  a 
strong  beneficiary  and  resume  its 
excellent  rate  of  earnings  growth  of 
earlier  years.  ■ 
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ANOTHER 
CAPITALIST  TOOL 


TIME 


Inside  earth's 
last  empire. 

The  Soviet  Union,  more  powerful  than 
ever,  now  confronts  a  decade  of  decision, 
and  its  choices  will  change  history. 

T-  IME's  purpose  is  to  make  the  news  make 
sense;  hence  our  weekly  radar  sweep  of 
everything  happening  everywhere.  But 
on  rare  occasions,  one  subject  seems  to  de- 
mand an  issue  all  to  itself.  The  Soviet  Union, 
so  much  talked  about,  so  little  understood,  was 
just  such  a  subject. 

Out  of  TIME's  33  news  bureaus  world- 
wide, 17  worked  on  the  story.  Shifts  of  TIME 
reporters  and  photographers  crossed  and  re- 
crossed  that  vast  land,  visiting  hospitals  and 
factories,  riding  the  subway,  going  behind  the 
scenes  at  the  circus.  Our  Moscow  Bureau 
Chief,  Diplomatic  Correspondent,  and  Manag- 
ing Editor  interviewed  top  Soviet  officials. 
TIME  reporters  interviewed  Soviet  experts  in 
the  U.S.  For  a  half-year,  the  work  went  on, 
through  the  Olympic  boycott  and  the  invasion 
of  Afghanistan,  in  an  official  climate  that 
warmed  steadily  from  an  initial  intransigence. 
Further,  personal  response  from  scholars  to 
technicians  was  unexpectedly  cordial. 

From  a  thousand  pages  of  reporting, 
50,000  pictures,  and  a  four-foot  stack  of  re- 
search data,  a  remarkable  portrait  emerged- 
humane  and  analytical,  comprehensive  and 
discriminating,  erudite  and 
lively,  scrupulously  accu- 
rate, vastly  readable:  a  living 
rule  for  the  journalist  as  con- 
temporary historian. 

TIME:  we  aren't  good 
simply  because  we're  big.  But 
certainly  we  are  big  because 
we  work  so  hard  to  be  good. 


More  goes  into  it 


Financial  Strategy 


Unwind  in  this  exclusive  vacation 
hideaway  down  where  the  trade 
winds  play. 

Here  in  a  millionaire's  South  Pacific 
paradise,  you  will  escape  from  your 
hectic  executive  world  on  a  private 
resort  island  in  the  Fijis. 

Flying  to  Australia  on  business? 

This  is  the  perfect  place  to  break 
your  trip  for  a  few  days  ( or  weeks ) 
of  big  game  fishing  or  just  luxurious 
relaxation  among  the  friendliest 
natives  in  the  South  Seas. 

Diving  or  Sport  Fishing 

Our  coral  reefs  teem  with  rainbows 
of  rare  tropical  fish.  Or  fish  for  the 
big  ones  from  our  fully  equipped 
deep-sea  boats. 

Laucala's  luxury  accommodations 
and  ambience  include  tennis,  swim- 
ming, the  finest  food  and  service,  all 
in  an  exclusive  paradise  for  those 
who  can  afford  the  best. 

For  complete  details  on  rates,  trans- 
portation and  a  color  brochure, 
write: 


Noel  Douglas 

Forbes  Magazine,  60  Fifth  Avenue 
New  York,  NY  10011 

Name  
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City  

State  


Oil  is  dandy 
but  timber's  dandier. 


THE  CASE  FOR 
WEYERHAEUSER 


A  quiet  "store-of-value"  stock  for 
the  long  term  is  Weyerhaeuser.  It's 
selling  cheaply  in  the  market  be- 
cause much  of  its  earnings  is  related 
to  the  housing  cycle,  which  is  down 
at  the  moment. 

And  yet  for  the  long  term  we  have 
to  build  houses,  and  Weyerhaeuser 
will  get  its  share. 

Weyerhaeuser  is  the  only  Ameri- 
can forest  products  company  that 
enjoys  complete  self-sufficiency  in 
timber.  In  fact,  it  holds  60%  of  all 
corporate-owned  timber  in  the 
country.  And  timber  resembles  oil: 
The,  worldwide  shortage  is  intensi- 
fying, so  prices  will  go  up  long  term. 

Timber,  though,  is  a  better  re- 
source to  own  than  oil,  in  a  number 
of  ways.  The  timber  industry  isn't 
an  easy  target  of  regulators  and  tax 
collectors  the  way  "big  oil"  is.  It's  a 
major  source  of  income  for  millions 
of  farmers,  not  just  for  a  handful  of 
oil  producers.  And,  historically,  the 
timber  companies  have  fully  held 
their  own  against  unreasonable  reg- 
ulation and  tax.  Basically,  Weyer- 
haeuser's  profits  are  so  arranged 
that  the  company  pays  taxes  at  a 
capital  gains  rate. 

In  Weyerhaeuser's  case,  the  for- 
ests are  not  only  in  America — a  lot 
safer  than  the  Middle  East — but  in  a 
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preferable  part  of  America,  on  the 
Pacific  side  of  the  Cascade  Range. 
That's  the  best  position  for  selling 
to  the  Japanese  market,  to  which 
Weyerhaeuser  is  the  principal  sup- 
plier. Japan  is  the  perfect  customer: 
rich,  deficient  in  timber,  and  build- 
ing as  many  housing  units  a  year  as 
we  do  in  the  U.S.  Time  is  on  Weyer- 
haeuser's side:  Japan's  traditional 
sources  of  supply  in  South  Asia  are 
becoming  gravely  overcut. 

Over  the  last  100  years  timber  has 
risen  steadily  in  price,  somewhat 
faster  than  inflation.  It  is,  in  other 
words,  an  excellent  store  of  value. 
Also,  however,  there  is  the  intrinsic 
physical  growth  of  forests:  several 
percent  a  year.  So  you  have  gold 
with  an  income,  as  it  were,  al- 
though with  lower  liquidity  and 
zero  transportability.  (Weyer- 
haeuser's earnings  growth  runs  at  a 
steady  15%.  It  yields  just  under  4%. ) 

Timber,  unlike  oil,  is  an  infinitely 
renewable  resource.  An  oilfield  is 
depleted  over  some  finite  number  of 
years,  whereas  a  well-maintained 
forest  not  only  replenishes  itself  but 
may  improve,  if  the  company  up- 
grades when  replanting.  (Weyer- 
haeuser spends  a  lot  on  developing 
improved  tree  varieties.) 

Timberland  has  several  curious 
features,  shared  by  almost  no  other 
investment  medium.  First,  the  sup- 
ply is  inelastic,  unlike  gold  or  oil  or 
most  resources.  At  a  price,  there  is 
more  gold  and  oil  in  the  world  than 
it  has  so  far  made  economic  sense 
to  produce.  But  whatever  happens 
to  the  price  of  timber,  you  won't 
have  any  sudden  increase  in  the 
number  of  available  trees  to  upset 
the  supply/demand  equation. 

This  price  inelasticity  has  pro- 
duced a  leveraged  increase  in  the 
price  of  timberland  in  recent  years. 
Depending  on  what  kind  of  timber 
you  are  talking  about,  the  price  of 
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ood  (called  a  stumpage)  has  in- 
eased  15%  or  so  a  year  over  the 
st  decade — inflation  and  then 
•me.  Timbejiand ,  however,  has  in- 
eased  a  good  20%  or  more,  while 
oducing  a  modest  net  income.  If 
tere  is  hyperinflation,  high  inter- 
t  rates  will  result,  slowing  housing 
:mand,  which  is  bad  for  timber, 
nd  deflation,  meaning  lower  de- 
and,  would  be  very  bad  for  prices 

timberland.  So  the  best  economic 
ivironment  for  timberland  prices 
ems  to  be  moderate  inflation — 
so  the  most  likely  one. 
Substantial  foreign  investors  are 
ten  more  familiar  with  the  merits 

timberland  as  a  store  of  value 
Lan  Americans  are,  just  as  they 
iderstood  the  investment  interest 

gold  long  before  we  did.  But  when 

foreign  client  asks  me  if  it 
ouldn't  make  sense  to  buy  a  wood- 
t,  I  reply:  "Sure,  we  can  do  it  for 
m  if  you  want  us  to.  We're  familiar 
ith  the  subject.  But  why  not  just 
ly  stock  in  Weyerhaeuser?  You  get 
/o  dollars'  worth  of  excellently 
anaged  timberland  per  dollar  of 
tare  price.  At  the  same  time  you 
:t  a  well-run  business  free,  with 
ts  of  other  assets  thrown  in:  mills, 
ctories,  ships  specially  built  for 
ie  Japan  trade,  and  a  complete  port 

the  Pacific." 

Furthermore,  I  tell  my  foreign  ch- 
its, one  mustn't  bring  European 
ejudices  to  the  American  market. 

most  European  countries  there 
e  grave  potential  disadvantages  to 
vning  stock  in  a  company  that 
ie  doesn't  control.  The  insiders 
ilk  the  situation,  and  you  can't  get 
ie  real  facts.  So  most  experienced 
iropean  investors  prefer  to  own  all 
something:  an  apartment  build- 
g,  a  farm,  a  forest.  Here  it's  quite 
fferent.  If  management  is  honest, 
i  Weyerhaeuser's  is,  you're  better 
f  having  40,000  allies — your  fel- 
w  stockholders — if  there's  trou- 
e,  whether  man-made  or  natural, 
nd,  of  course,  the  liquidity  of  the 
ock  is  a  great  advantage. 
In  the  Northeast  the  price  of  oil 
id  coal  has  gone  up  so  high  that 
mverting  your  house  to  wood- 
ove  heating  now  pays  off  very 
lickly.  In  other  words,  the  margin- 
price  of  wood  will  henceforth  be 
istained  in  rural  areas  over  much 
the  country  by  its  value  as  fuel  as 
ell  as  by  its  value  as  a  building 
Laterial.  ■ 
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2  things  you  should  know 

about  EVERY  stock  that 
concerns  you: 
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Each  of  1700  stocks  monitored  by 
Value  Line  is  the  subject  of  a  new 
full-page  Report  (size  8V2  x  11) 
every  13  weeks.  (A  complete  set  of 
the  latest  Reports  is  yours  as  a 
bonus  below.) 


TIMELINESS  3 

Average 

/  Relative  Price  Perform-  \ 
Vance  Next  12  Mos.  / 

SAFETY  2  aX, 

(Scale:  1  Highest  to  5  Lowest) 
BETA  1.05 


Each  of  these  full-page  Reports 
contains  more  than  7000  items  of 
information  about  the  subject  com- 
pany and  its  stock.  But  before  you 
bother  with  any  other  information, 
there  are  two  things  you  should 
know  about  EVERY  stock  that 
currently  concerns  you: 

1.  How  SAFE  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  relative  long  term  investment  Safety.  The  Safety  rank  is  based 
on  the  stock's  price  stability  and  the  company's  financial  strength  (each  of  which  is 
also  ranked  separately).  If  you  require  superior  Safety,  stick  with  stocks  ranked  1  or  2 
in  this  respect. 

2.  How  TIMELY  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  Timeliness— reflecting  Value  Line's  objective,  computerized 
assessment  of  its  relative  price  performance  prospects  in  the  ne^xt  12  months.  Almost 
every  stock  goes  through  phases  when  it  performs  a  lot  better,  or  worse,  than  the 
overall  market.  Whatever  else  you  may  want  from  your  investments,  if  you  want  per- 
formance, we  suggest  you  stay  with  stocks  currently  ranked  1  or  2— and  not  worse 
than  3  (Average)— for  Timeliness. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  Introductory  10-week  trial  subscription  to  the 
Value  Line  Investment  Survey  for  only  $33— about  half  the  regular  price— providing 
you  or  any  member  of  your  family  has  not  had  a  subscription  in  the  past  two  years.  As 
a  double  bonus  at  no  additional  charge,  you  will  receive  the  2000-page  Investors 
Reference  Service  (covering  more  than  1700  stocks)  which  will  be  updated  every 
week— and  the  96-page  booklet,  "Evaluating  Common  Stocks."  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so  organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost  any  leading  stock. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 
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B  Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,  New  York,  N.Y.  10017  V 
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ONE  YEAR  SUBSCRIPTION 
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There  are  no  restrictions  with  this  annual 
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The  Book  That  Hit 
Ft»ebk>,Colorado 
On  The  Map._ 

For  years  Pueblo 
remained  uncharted 
and  unknown. 

Then,  suddenly, 
the  secret  was  out. 
Pueblo  is  the  city 
that  sends  out  the 
free  Consumer  Infor- 
mation Catalog. 

Now  everyone  knows. 

And  now  everyone  can  send  for  their  very 
own  copy  of  the  Consumer  Information 
Catalog.  The  new  edition  lists  over  200 
helpful  Federal  publications,  more  than 
half  of  them  free.  Publications  that  could 
help  with—  money  management,  car  care, 
housing  hints,  growing  gardens,  food  facts. 
All  kinds  of  consumer  information. 

Get  your  copy  now.  Send  us  your  name 
and  address  on  a  postcard.  Write: 
CONSUMER  INFORMATION  CENTER. 
DEPT.  G,  PUEBLO,  COLORADO  82009 

IrflSK  General  Services  Administration 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  47  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  July  1,  1981  to 
shareholders  of  record  at  the 
close  of  business  June  5,  1981. 


Dallas,  Texas 
May  15,  1981 


R.  E.  FONVILLE 
Secretary 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


"  Showers  of  Diamonds"  ' 
Fountains  by  RAIN  JET* 
Extremely  beautiful  prismatic 
Fountain  Assemblies  in  bowls 
up  to  8-ft.  with  lights,  or  Foun- 
tain Heads  only.  Patented 
energy-saving  design  —  water 
recirculates.  Write  or  phone 
for  Full-Color  Literature. 

Dealer  Inquiries  Invited 

RAIN  JET  CORP..  Dept.  FS 

301  S  Flower  St..  Burbank.  CA  91503 

Toll  free  800-423-2379 
Calif  :  213  849  2251  Collect 


*** 

,  N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
N  YC.  753-8450-1 


Psychology  &  Investing 


A  recent  flood  of  articles  proclaim  that 
investors  now  reflect  the  nation's  new 
mood.  But  where  s  the  evidence? 

WHERE  HAVE  THE 
INVESTORS  GONE? 


By  Srully  Blotnick 


9t 


Do  me  a  favor,  will  you?  If  you  run 
into  any  investors,  as  opposed  to 
trigger-happy  speculators,  give 
them  my  name.  I  want  to  talk  with 
them.  Right  now,  my  entire  sample 
is  full  of  restless  and  impatient  gam- 
blers, all  waiting  for  the  next  horse 
race  to  start.  They  look  more  con- 
servative now,  but  don't  let  appear- 
ances fool  you. 

Ever  since  Reagan's  election, 
there  have  been  an  increasing  num- 
ber of  stories  in  the  press  about  the 
nation's  shift  toward  conservatism. 
Nowhere  is  that  switch  more  evi- 
dent, we've  been  told  repeatedly, 
than  in  the  financial  thinking  of 
Americans. 

The  new  buzzwords  are  "^indus- 
trialization" and  "productivity." 
The  phrases  that  assault  us  con- 
stantly now  are  "there's  no  such 
thing  as  a  free  lunch";  "back  to  ba- 
sics"; "a  new  emphasis  on  growth"; 
and  "a  renewed  dedication  to  re- 
search and  development." 

It  sounds  so  good.  "We're  back 
on  the  right  track  now,"  it  seems 
to  be  saying.  How  comforting  that 
is  to  hear.  After  all,  who  doesn't 
want  greater  prosperity?  The  mea- 
sures proposed  thus  far  are  not  only 
what  the  doctor  ordered,  but  clearly 
what  the  general  electorate  wants 

Dr  Srully  Blotnick  is  a  practicing  psy  cholo- 
gist and  author  of  Getting  Rich  Your  Own 
Way  and  Winning:  The  Psychology  of  Suc- 
cessful Investing 


as  well.  Criticizing  the  shift  in  th< 
country's  thinking  would  be  as  un 
patriotic  as  finding  fault  with  Mom 
and  apple  pie. 

So  the  press  has  unwittingly  can 
ried  the  process  a  step  further.  / 
flood  of  articles  has  appeared  ii) 
recent  months  claiming  tha, 
Americans  by  the  millions  are  noi 
only  thinking  but  acting  in  accor 
dance  with  the  new  mood.  The  spe 
cific  shift  referred  to  in  many  of  th< 
stories  that  intrigue  me  most  con 
cerns  the  stock  market.  To  summai 
rize  their  argument  briefly:  An  inj 
flation-hedge  mentality  prevailed 
throughout  the  late  1970s  and  1980 
but  with  the  rise  to  power  o 
the  Reagan-Stockman-Regan  team 
there  has  been  a  resurgence  of  inter 
est  in  basic  industry.  Since  the  U.S 
is  in  critical  need  of  a  higher  rate  o 
savings  and  capital  investment 
people  playing  the  market  have  rec 
ognized  that  need  at  last  anc 
changed  their  ways.  From  here  01 
out  investment,  not  speculation 
will  be  the  order  of  the  day. 

I  don't  doubt  for  a  moment  tha 
the  people  responsible  for  those  sto 
ries  believe  every  word  of  them 
Yet,  their  primary  source  of  infor 
mation  seems  to  have  been  one  an 
other.  They  sensed  that  a  changi 
was  in  the  air,  and  began  writing  u] 
a  storm  about  it.  After  that,  eacl 
story  lent  credibility  to  the  next. 

However,  if  these  writers  ha< 
talked  to  someone  besides  stockbro 
kers,  security  analysts,  corporate  of 
ficials  and  other  writers — all  o 
whom  want  to  believe  a  change  i: 
occurring — they'd  have  discovers 
something  fascinating. 

It  isn't  happening. 

The  financial  press  had  a  ran 
lapse.  It  temporarily  lost  contac 
with  reality.  Were  ordinary  inves 
tors  switching  money  furiously  ou 
of  oil  and  gas  stocks  and  running  t< 
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brace  their  old,  Dow  industrial 
orites,  as  the  stories  suggested? 
rdly.  But  what  tricked  most  long- 
le  analysts  of  the  scene  was  that 
first  part  was  indeed  occurring, 
1  on  a  massive  scale  at  that:  A 
le  variety  of  institutional  and  in- 
idual  investors  were  steadily  liq- 
ating  their  holdings  of  oil  stocks, 
vas  simply  assumed  by  financial 
ters  that  there  was  a  second  part 
the  process:  out  of  one  group, 
a  another.  As  I  said,  it  hasn't 
ipened. 

Vhen  the  gold  and  garnbling 
ck  fads  came  and  went,  many 
eran  market  observers  saw  the 
nts  for  what  they  were:  just  an- 
er  pair  of  speculative  waves  pass- 
by.  But  this  time  was  different, 
lew  Administration  was  taking 
ce,  and  the  nation's  level  of  hope 
1  optimism  was  running  high, 
g  result:  Enormously  more  sig- 
cance  was  read  into  the  popping 
the  oil  and  gas'  bubble  than  it 
ually  deserved. 

Lather  than  labeling  it  correctly 
:he  passing  of  just  another  specu- 
ve  wave  like  the  gold  and  gam- 
lg  crazes  that  preceded  it,  it  was 
numentally  misinterpreted  as 
ng  a  return  to  old-fashioned  reli- 
n  and  common  sense.  With 
ch  ballyhoo  about  the  virtues  of 
d  work  and  traditional  values, 
were  told  that  the  nation  had 
ained  its  bearings  and  was  now 
the  right  road.  The  outgoing  fad 
1  incoming  Administration  were 
stakenly  thought  to  be  connected 
>ome  way. 

"hey  weren't.  Not  in  any  way.  In 
t,  if  you  want  to  see  what  road 
estors  are  really  on — at  least  the 
idly  number  I  talk  with — listen  to 
;presentative  conversation: 
What  do  you  think  of  IBM  now, 
rb?"  I  asked  a  54-year-old  engi- 
:r,  who'd  bought  it  a  year  ago. 
I  just  sold  it,"  he  replied. 
How    come?"   I    inquired.  "I 
iught  it  was  your  favorite  stock." 
Because  I've  been  buying  some 
lerican   Exchange   stocks,  and 
ne  new  issues." 
At  what  prices?" 
Ten    dollars,    or  thereabouts, 
ne  for  $1.  I'm  going  to  make  a 
ling.  How  much  can  I  lose  on  a 
v  issue  for  a  dollar?" 
fes  sirree,  let's  hear  it  for  that 
ich  heralded  return  to  savings,  in- 
itment  and  traditional  values.  ■ 
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vations 


flation?  The  Adminis- 
>  the  developing  crash 
tell  us  which. 


DSSOON? 


pling  disincentives  to  working  hard, 
and  to  saving  and  investing  in  the 
productive  tools  that  make  our  ef- 
forts more  efficient.  Thus  a  cut  in 
marginal  tax  rates  would  reduce  in- 
flation by  increasing  the  supply  of 
goods  and  services  that  our  incomes 
could  buy.  That  also  is  surely  true  as 
a  broad  general  statement.  The 
questions  the  bond  market  is  asking 
are:  How  long  will  it  take?  And 
what  happens  to  inflation  in  the 
meantime  if  the  government  con- 
tinues to  run  a  huge  deficit  because 
it  is  increasing  its  spending  on  ar- 
maments as  much  as  it  is  cutting 
expenditures  in  other  areas? 


MONEY  &  INVESTMENTS 

be  in  balance,  and  inflation  would 
not  be  a  problem.  Unfortunately,  it 
is  possible  to  borrow  more  than  so- 
ciety is  saving  in  real  terms.  It  is 
possible  because  the  central  bank — 
in  this  country,  the  Fed — is  com- 
mitted to  keeping  the  financial  mar- 
ket liquid  by  buying  debt  securities 
from  it. 

Inflation  has  gotten  so  bad  that 
people  are  willing  to  pay  record 
rates  of  interest  in  order  to  borrow 
and  buy  real  things  as  inflation 
hedges.  Under  these  circumstances, 
the  only  way  to  stop  the  inflation 
cycle  is  for  the  central  bank  to  break 
its  commitment  to  keep  the  market 
liquid,  and  let  it  freeze  up.  Other- 
wise, the  inflation  will  accelerate 
until  people  become  unwilling  to 
make  loans  on  any  terms  at  all,  and 
the  financial  system  collapses  alto- 
gether. That  happened  in  Central 
Europe  in  the  early  1920s,  and  it  is 
beginning  to  happen  here  with  re- 
spect to  long-term  debt  claims  like 
mortgages. 

At  the  moment,  my  working  hy- 
pothesis is  that  this  Administration 
will  ultimately  succeed  in  breaking 
the  inflation.  Its  policymakers  have 
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The  Book  That  FUt 
Pueblo,Colorado 
On  The  Map._ 

For  years  Pueblo 
remained  uncharted 
and  unknown. 

Then,  suddenly, 
the  secret  was  out. 
Pueblo  is  the  city 
that  sends  out  the 
free  Consumer  Infor- 
mation Catalog. 

Now  everyone  knows. 

And  now  everyone  can  send  for  their  very 
own  copy  of  the  Consumer  Information 
Catalog.  The  new  edition  lists  over  200 
helpful  Federal  publications,  more  than 
half  of  them  free.  Publications  that  could 
help  with—  money  management,  car  care, 
housing  hints,  growing  gardens,  food  facts. 
All  kinds  of  consumer  information. 

Get  your  copy  now.  Send  us  your  name 
and  address  on  a  postcard.  Write: 
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as  well.  Two  years  ago,  the  elastic- 
ity bears  on  the  supply  and  demand 
for  oil  were  arguing  that  no  matter 
how  fast  oil  prices  rose,  there 
wouldn't  be  any  big  cutback  in  oil 
consumption,  nor  any  major  surge 
of  new  oil  production  in  the  non- 
OPEC  countries.  But  in  actual  fact, 
the  surge  in  oil  prices  caused  a  big 
shift  in  the  supply  and  demand  for 
oil.  Demand  for  OPEC  oil  dropped 
sharply.  The  fancy  theories  of  the 
expert  elasticity  bears  were  shot 
down  in  flames. 

We're  convinced  that  the  same 
thing  will  happen  to  the  bond  mar- 
ket superbears,  who  say  that  the 
supply  and  demand  for  credit  will 
not  be  sensitive  to  its  price  (the  rate 
of  interest).  Their  argument  is  that 
despite  mortgage  and  long-term  cor- 
porate bond  yields  in  the  16% -to- 
17%  range,  there's  not  likely  to  be 
any  significant  slowing  in  the  de- 
mand for  credit  or  any  significant 
increase  in  investment  in  long- 
term,  fixed-income  vehicles. 

I  think  they  are  dead  wrong.  The 

Richard  B  Hoey  is  a  lice  president,  econo- 
mist and  investment  strategist  at  Bache 
Halsey  Stuart  Shields. 


By  Srully  Blotnick 


Do  me  a  favor,  will  you?  If  you  run 
into  any  investors,  as  opposed  to 
trigger-happy  speculators,  give 
them  my  name.  I  want  to  talk  with 
them.  Right  now,  my  entire  sample 
is  full  of  restless  and  impatient  gam- 
rjix  ^iCC-iiLd^c  puiiis.,  irom  o.oZ/o  «.u 
7.87%.  That  means  that  they  ex- 
pect a  600-to-900-basis-point  pretax 
real  yield  on  bonds  purchased  at  to- 
day's prices.  Those  levels  of  real 
yields  are  unprecedented,  and  they 
aren't  likely  to  last  for  long.  It  won't 
take  long  before  borrowers  outside 
the  corporate  sector  postpone  their 
borrowing  and  some  investors  de- 
cide to  lengthen  the  maturity  of 
their  fixed-income  portfolios.  Infla- 
tion has  peaked,  so  it  shouldn't  take 
much  to  trigger  a  major  decline  in 
interest  rates. 

It  has  been  a  rough  decade  for 
economists,  whether  they're  elas- 
ticity bulls  or  elasticity  bears.  By 
now,  they're  even  telling  economist 
jokes  around  the  campfires  in  the 
Amazon  jungles. 

With  good  reason.  Take  President 
Reagan's  tax-cut  proposals.  The  sup- 
ply-side economists  say  they'll  help 
solve  all  our  economic  problems; 
the  Wall  Street  superbear  econo- 
mists say  they'll  be  inflationary;  the 
monetarist  economists  say  tax  cuts 
don't  make  any  difference  as  long  as 
the  Federal  Reserve  sticks  to  its 
guns;  and  economists  in  the  finan- 
cial markets  whisper  that  there 
might  be  a  painful  collision  between 


A  VeCetlt  flOOd  Of  ^Excessively  stimulative  fiscal  policy 
.  rr      .  nd  restrained  monetary  policy.  As 

investors  now  retiect  practicing  economist,  I  can  confi- 

mood.  But  Where's  the^SZ^^^ 

The  supply-siders  are  right  in  ar- 
___    _______    __  uing  that  cutting  marginal  tax 

Hi  _J  Mt*  _J  Mt*     w9  /ltcs  W^         stimulate  productive 
ff  JLJU — I J CVJUJ    JL_Jctivity.  They  are  brilliant  in  their 

vMTvtn tfin_%neice'>t'on   at  on^  tm  aPPca'  °f 

Mlf  M  B^l  ■  B^ig  tax  cuts  will  sustain  the  pressure 

JLJL-  W  MmA%*jP  JL  \JM!\n  Congress  to  cut  the  growth  of 

:deral  spending. 

But  the  supply-side  economists 
iten  ignore  a  few  of  today's  un- 
pleasant realities.  First,  federal 
pending  is  still  out  of  control,  de- 
jite  the  best  efforts  of  the  new 
vdministration.  They  are  dead 
jrong  to  underestimate  the  poten- 
jial  damage  from  excessive  budget 
.eficits  over  the  next  year  or  two. 
iigh  deficits  are  powerful  sym- 
iols — to  Wall  Street  and  Main 
itreet  alike — that  the  federal  gov- 
rnment's  promises  to  cut  inflation 
an't  be  trusted. 

!  The  key  to  deciphering  the  con- 
fadictory  and  often  incomprehen- 
jible  babble  of  the  economists  is  to 
t>cus  on  the  strength  of  incentives 
tor  people  to  save  and  invest  rather 
than  to  borrow  and  spend.  In  this 
respect,  there  was  a  missing  link  in 
the  Administration's  program  as 
proposed    by    President  Reagan: 
There  weren't  enough  direct  incen- 
tives for  saving.  Federal  deficits  ac- 
companied by  an  increased  willing- 
ness of  people  to  buy  financial  as- 
sets rather  than  borrow  and  spend 
aren't  necessarily  inflationary. 

So  watch  carefully  whether  the 
final  tax  bill  passed  by  Congress  in- 
cludes direct  incentives  for  financial 
saving,  such  as  widened  eligibility 
for  individual  retirement  accounts, 
reduction  from  70%  to  50%  in  the 
top  tax  rate  on  investment  income 
and  direct  increases  in  the  percent 
of  long-term  capital  gains  excluded 
from  taxation.  If  they're  included  in 
the  final  bill,  we  can  have  a  nonin- 
flationary  tax  cut. 

We  retain  our  personal  convic- 
tion, outlined  in  last  month's  col- 
umn, that  the  May  1981  peaks  in 
long-term  interest  rates  are  likely  to 
stand  for  at  least  the  next  century. 
Because  we  believe  that  a  sustain- 
able shift  to  more  restrained  fiscal 
and  monetary  policy  is  gradually  oc- 
curring, our  advice  remains  the 
same:  Buy  bonds.  ■ 


156 


FORBES,  JUNE  22,  W 


Observations 


MONEY  &  INVESTMENTS 


Stability  or  hyperinflation?  The  Adminis- 
tration's reaction  to  the  developing  crash 
'n  house  prices  will  tell  us  which 

BUT  BONDS  SOON? 


By  Ashby  Bladen 


['m  sorry  that  I  can't  answer  all  the 
letters  this  column  attracts,  but  I  do 
read  them.  The  subject  of  this  is- 
sue's column  is,  in  fact,  a  response 
:o  a  question  asked  by  several  read- 
ers. The  question  is:  Why  are  Presi- 
dent Reagan's  advisers  so  confident 
:hat  interest  rates  will  be  coming 
lown  when  most  of  the  competent 
jbservers  of  the  financial  markets 
ire  saying  the  exact  opposite?  In- 
deed, a  rise  would  appear  to  be  the 
ogical  consequence  of  the  Adminis- 
:ration's  and  the  Fed's  actions.  The 
mswer  is  that  this  Administra- 
:ion's  policymakers  put  more  em- 
masis  on  the  expectations  of  finan- 
:ial  market  participants  than  most 
icademic  economists  do;  and  in 
:hat  they  are  surely  right.  If  borrow- 
;rs  and  lenders  were  given  a  con- 
zincing  reason  to  believe  that  the 
nflation  would  be  stopped  in  the 
easonably  foreseeable  future,  then 
merest  rates  would  certainly  de- 
fine substantially. 

I  emphasize  convincing .  The  prob- 
em  is  that  the  Administration's  ar- 
^iments  for  its  policies  are  ones 
:hat  only  the  most  devout  disciples 
)f  economist  Arthur  Laffer  find 
:onvincing.  The  theory  is  that  mar- 
ginal income  tax  rates  have  become 
>o  high  that  they  constitute  crip- 
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pling  disincentives  to  working  hard, 
and  to  saving  and  investing  in  the 
productive  tools  that  make  our  ef- 
forts more  efficient.  Thus  a  cut  in 
marginal  tax  rates  would  reduce  in- 
flation by  increasing  the  supply  of 
goods  and  services  that  our  incomes 
could  buy.  That  also  is  surely  true  as 
a  broad  general  statement.  The 
questions  the  bond  market  is  asking 
are:  How  long  will  it  take?  And 
what  happens  to  inflation  in  the 
meantime  if  the  government  con- 
tinues to  run  a  huge  deficit  because 
it  is  increasing  its  spending  on  ar- 
maments as  much  as  it  is  cutting 
expenditures  in  other  areas? 

The  Administration's  answer  is 
that  inflation  is  caused  by  an  exces- 
sive rate  of  growth  of  the  money 
supply.  If  the  Fed  will  just  refrain 
from  "monetizing  the  debt,"  by  cre- 
ating the  money  to  buy  the  bonds 
that  finance  the  government's  defi- 
cit, all  will  be  well.  In  other  words, 
there  is  still  an  easy  and  relatively 
painless  way  to  squeeze  inflation 
out  of  the  system  over  a  number  of 
years.  Since  several  administrations 
have  told  us  the  same  thing  during 
the  last  decade  and  a  half,  while  the 
inflation,  in  fact,  has  accelerated, 
the  bond  market  is  understandably 
skeptical  of  this  Administration's 
program. 

My  own  theory  about  the  way  our 
financial  system  works  is  much 
more  simple  and  straightforward 
than  the  convolutions  of  monetar- 
ism. My  theory  only  seems  difficult 
because  we  haven't  yet  got  used  to 
thinking  about  things  that  way. 
How  can  we,  as  individuals,  get 
more  purchasing  power  than  we 
have  earned  as  pay?  By  borrowing, 
of  course.  And  society  as  a  whole 
does  the  same.  If  one  person  could 
borrow  only  what  other  people  had 
saved  by  consuming  less  than  they 
produced,  demand  and  supply  would 


be  in  balance,  and  inflation  would 
not  be  a  problem.  Unfortunately,  it 
is  possible  to  borrow  more  than  so- 
ciety is  saving  in  real  terms.  It  is 
possible  because  the  central  bank — 
in  this  country,  the  Fed — is  com- 
mitted to  keeping  the  financial  mar- 
ket liquid  by  buying  debt  securities 
from  it. 

Inflation  has  gotten  so  bad  that 
people  are  willing  to  pay  record 
rates  of  interest  in  order  to  borrow 
and  buy  real  things  as  inflation 
hedges.  Under  these  circumstances, 
the  only  way  to  stop  the  inflation 
cycle  is  for  the  central  bank  to  break 
its  commitment  to  keep  the  market 
liquid,  and  let  it  freeze  up.  Other- 
wise, the  inflation  will  accelerate 
until  people  become  unwilling  to 
make  loans  on  any  terms  at  all,  and 
the  financial  system  collapses  alto- 
gether. That  happened  in  Central 
Europe  in  the  early  1920s,  and  it  is 
beginning  to  happen  here  with  re- 
spect to  long-term  debt  claims  like 
mortgages. 

At  the  moment,  my  working  hy- 
pothesis is  that  this  Administration 
will  ultimately  succeed  in  breaking 
the  inflation.  Its  policymakers  have 
shown  themselves  to  be  hardheaded 
people  who  are  not  afraid  to  tackle 
the  tough  problems,  like  Social  Se- 
curity. However,  there  are  many 
areas  in  which  the  Administration 
proposes  but  the  Congress  disposes. 
And  it  is  not  yet  possible  to  be  cer- 
tain about  the  Administration's  re- 
solve because  its  theory  does  not 
inform  it  that  the  cost  of  breaking 
the  inflation  will  be  a  general  finan- 
cial crisis,  and  specifically  a. crash  in 
house  prices. 

During  the  last  several  months, 
the  financing  of  house  purchases 
has  become  dangerously  unsound 
because  of  the  virtual  disappearance 
of  long-term  mortgages.  When 
recent  buyers  discover  that  they 
owe  more  on  their  houses  than  they 
are  worth  in  the  market,  they  will 
demand  that  the  government  "do 
something."  How  this  Administra- 
tion responds  will  provide  the 
clinching  evidence  that  tells  us 
whether  we  will  regain  price  stabil- 
ity or  slide  further  toward  hyperin- 
flation. If  the  Administration  does 
withstand  the  pressure,  then  the 
next  few  months  will  be  the  best 
opportunity  to  buy  long-term  bonds 
since  the  British  won  the  Battle  of 
Waterloo  in  1815.  ■ 
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Commodities 


It  is  highly  unlikely  that  the  pound  will 
return  to  the  $2.40  level  anytime  soon. 


THE  POUND  NOW 
FLOATS  ON  OIL 


By  Stanley  W.  Angrist 


"The  mighty  shall  be  made  low;  the 
weak  shall  be  raised  up."  Though 
people  have  cited  that  paraphrased 
biblical  quotation  for  thousands  of 
years,  not  many  of  us  believe  it.  And 
yet  yesterday's  ragamuffins  have  a 
way  of  turning  into  today's  Cinder- 
ellas.  Just  look  at  the  dollar. 

The  dollar  denigrators  have  ar- 
gued that  we  were  flooding  the 
world  with  worthless  greenbacks  as 
we  strove  to  keep  up  our  oil  pur- 
chases. They  never  counted  on  in- 
terest rates  at  unprecedented  levels, 
or  guessed  that  as  oil  became  more 
expensive  we  would  buy  less,  or  fig- 
ured on  our  success  in  selling  our 
agricultural  products  abroad.  An  in- 
teresting example  of  a  currency  bat- 
tle that  has  ensued  with  vigor  over 
the  last  several  months  is  the  pound 
sterling  against  the  dollar. 

The  dominant  force  pushing  the 
dollar  to  new  heights  against  all  the 
world's  currencies  has  been  inter- 
est-rate differentials.  The  high  in- 
terest rates  in  this  country  over  the 
past  year  have  attracted  an  enor- 
mous amount  of  "hot  money," 
which  always  jumps  to  the  currency 
with  the  highest  rates. 

During  1980  the  pound  remamed 
in  a  steady  uptrend  against  the  dol- 
lar mostly  due  to  Britain's  current 
account  surplus  and  high  nominal 
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interest  rates.  The  current  account 
balance  benefited  from  the  fact  that 
the  U.K.  had  become,  for  the  first 
time,  a  small  net  exporter  of  oil.  At 
the  same  time  the  economic  reces- 
sion had  reduced  the  demand  for 
imports.  Interest  rates  were  kept 
high  due  to  the  financing  needs  of 
the  large  government  deficit. 

By  the  end  of  1980  the  pound 
(basis  the  June  contract)  had 
reached  $2.45 — a  value  that  had  not 
been  seen  in  years.  Ultimately  reali- 
ty makes  itself  felt  in  all  markets.  In 
this  case  reality  manifested  itself  in 
two  forms:  1)  Paul  Volcker's  aggres- 
sively tight  monetary  policy,  which 
created  high  U.S.  interest  rates;  and 
2)  the  political  pressure  on  Mrs. 
Thatcher  to  reduce  interest  rates. 

This  double  whammy  had  the  ef- 
fect of  kicking  the  props  out  from 
under  the  pound.  High  U.S.  interest 
rates  brought  money  to  the  U.S., 
while  Britain  cut  the  minimum 
lending  rate  (MLR)  by  2%  in  No- 
vember and  again  in  March.  Pres- 
sure on  the  Thatcher  government 
continued  as  the  U.K.  faced  new 
highs  in  unemployment  rates.  The 
pound  dove  deeper  into  the  tank. 

Last  year  traders  focused  on 
nominal  interest  rates  rather  than 
on  real  rates  [i.e.,  rates  adjusted  for 
inflationj,  ignoring  the  fact  that  for 
most  of  1980  real  interest  rates  in 
the  U.K.  were  negative,  while  in  the 
U.S.  they  were  positive.  It  was  only 
when  U.K.  rates  fell  relative  to 
those  in  the  U.S.  that  the  pound 
declined  significantly. 

It  should  be  understood  that  in 
short-term  periods  (six  months  or 
so),  high  inflation  and  currency 
strength  are  not  necessarily  incom- 
patible. Both  occurred  in  1980  when 
the  U.K.  CPI  reached  22%  during 
the  second  quarter.  The  decline  in 
the  pound  was  delayed  until  the  end 
of  the  year,  and  actually  didn't  get 
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started  until  there  was  a  definite 
easing  in  the  price  spiral. 

On  an  annual  basis,  the  U.K.'s 
inflation  rate  has  run  consistently 
higher  than  the  U.S.'  over  the  past 
ten  years.  As  the  U.K.'s  inflation 
rate  (relative  to  the  U.S.')  rose,  the 
pound  fell.  As  the  U.K.  CPI  started 
to  show  improvement  relative  to 
the  U.S.'  index,  the  pound  began  to 
come  off  its  low. 

Another  prerequisite  for  reducing 
inflation  is  controlling  the  budget 
deficit.  This  has  been  one  of  the 


Weighing  the  pound 


The  strength  of  the  U.S.  dollar 
relative  to  the  British  pound  has 
correlated  almost  perfectly  with 
relative  inflation  rates  in  the  two 
countries  over  the  past  decade. 
But  that's  no  guarantee  for  the 
future,  especially  in  the  short 
term.  In  any  case,  the  improve- 
ment in  the  U.K.  U.S.  inflation 
ratio  in  the  first  quarter  of  1981 
should  be  viewed  with  caution. 


Dollars  per  pound  Inflation  ratio 


71  72  75  74  75  76  77  78  79  '80  II' 

•  First  quarter 

Source:  Sheaison  Loeb  Rhoades,  Inc. 


least  successful  areas  for  the 
Thatcher  government.  The  1980-81 
government  deficit  turned  out  to  be 
£4.5  billion  greater  than  originally 
called  for. 

All  things  considered,  it  seems  to 
me  that  it  is  highly  unlikely  the 
pound  will  return  to  the  $2.40  level 
anytime  soon.  I  would  treat  the 
pound  as  a  trading  affair.  Anytime 
the  September  contract  traded  un- 
der $2.05  I  would  buy  it;  if  and  when 
it  traded  near  $2.15  I  would  sell  it, 
looking  for  a  10-cent  profit  ($2,500) 
on  each  trade.  I  would  risk  no  more 
than  4  cents  ($1,000)  from  my  entry 
level.  The  margin  on  a  long  or  short 
position  is  $1,500,  while  the  round- 
turn  commission  is  about  $75.  ■ 
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A  new  equity  fund  investment  concept: 

Market  Sector 
Investing 


Select 

Your 

Sector. 


©  From  4  areas 
with  exciting 
growth 

opportunities. 


Introducing  Fidelity  Select  Portfolios. 

A  new  concept  in  equity  mutual  funds  that 
gives  you  freedom  of  choice  most  other  funds 
can't  match. 

You  select  the  sector(s)  you  think  will  best 
meet  your  investment  goals:  Energy.  Tech- 
nology. Health  Care.  Precious  Metals  and 
Minerals.  We  select  the  stocks  and  manage 


the  portfolios. 


Switch 
Portfolios. 


When  you 
think  the 
time  is  right. 


Fidelity  Select  Portfolios  gives  you  the 
flexibility  to  take  advantage  of  changing 
market  conditions. 

When  you  think  the  time  is  right,  you  can 
transfer  between  portfolios*  Or  into  a  Fidelity 
money  market  fund.* 

Four  free  transfers  are  allowed  per  year. 

*A  taxable  gain  or  loss  may  be  realized  in  connection  with  such  transfers. 


Each  Portfolio 
Managed  by  Specialists. 

The  stocks  in  each  portfolio  are  researched 
and  selected  by  experts  in  that  field.  Yet  the 
minimum  investment  is  only  $5,000  per  port- 
folio. And  100%  of  your  investment  goes  to 
work  for  you. 

Fidelity  Select  Portfolios.  For  investors 
who  want  the  buying  power  and  professional 
management  of  a  mutual  fund.  And  the  flexibil- 
ity to  direct  their  own  investment  strategy. 

Call  today  to  learn  more  about  this  new  invest- 
ment concept.  Our  professional  investor  infor- 
mation staff  is  available  toll  free  to  assist  you. 

Call  Free  (800)  225-6190 

In  Mass.  Call  Collect  (617)  523-1919 

FIDELITY 

SELECT  PORTFOLIOS 

P.O.  Box 832,  Dept.  JB062281 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including 
management  fees  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


City 


State 


Zip 


Why  does  Girard  Bank's  Don  Carver  have 
100%  turnover  a  year  in  his  portfolio?  It's 
safer,  he  says,  than  buying  and  holding. 


The  prudent 
gunslinger 


The  Money  Men 


By  Allan  Sloan 


We  don't  fall  in  love  with 
things  anymore,"  says  Don 
Carver,  equities  strategist  at 
Philadelphia's  Girard  Bank.  "If  you 
think  of  a  trust  department  as  buying 
and  holding  and  collecting  divi- 
dends," says  Carver's  boss,  Dick  Nen- 
neman,  "that's  not  our  style." 

Indeed,  it's  not.  Burned  in  1975  and 
1976  when  it  got  stuck  holding  nifty 
fifty  growth  stocks  that  never  recov- 
ered from  the  1973-74  market  deba- 
cle, Girard  is  now  an  aggressive  trader 
of  the  equity  money  it  manages.  Last 
year  the  once-staid  Girard  trust  de- 
partment's pooled  equity  fund  for  pen- 
sion accounts  had  a  turnover  of  more 
than  100%  in  its  portfolio.  That  was 
triple  the  average  turnover  rate  for  the 
250  bank  trust  department  accounts 
tracked  by  Butcher  &  Singer,  an  ana- 
lytical service  that  measures  invest- 
ment performance. 

Whipping  in  and  out  of  stocks  to 
take  advantage  of  daily  fluctuations 
isn't  everybody's  cup  of  tea,  but  it 
seems  to  be  working  well  for  Girard. 
For  the  five  years  ended  Mar.  31, 
Butcher  &.  Singer  says,  Girard's  annu- 
al return  was  13.3%  compounded — 
among  the  better  performers  in  the 
country. 

These  days,  when  the  stocks  of  even 
huge  companies  like  AT&T  and  Mobil 
bounce  around  like  corks,  Carver  feels 
it's  not  prudent  to  buy  and  hold.  "In- 
stead of  being  anguished  over  the  vola- 
tility, we  say,  'Here's  a  chance  to  make 
some  money  for  our  clients.'  " 

Carver  is  not  some  unseasoned 
young  hot-shot  playing  with  custom- 
ers' money.  He's  49,  a  Girard  lifer 
with  27  years  at  the  bank,  the  only 


Don  Can  'er  of  Philadelphia 's  Girard  Bank 
A  prudent  man  of  the  Eighties. 

place  he's  ever  worked.  He  recalls  the 
trauma  that  struck  the  trust  depart- 
ment in  1975-76  when  the  stock  mar- 
ket came  back  to  life,  but  many  of  Gi- 
rard's old,  one-decision  growth 
stocks — like  IBM  and  Avon — didn't. 
"You  can  imagine  there  was  panic 
over  here,"  Carver  recalls.  "The  Dow 
had  taken  off,  and  we  hadn't." 

After  much  pain,  the  Girard  trust 
department  decided  that  the  old  ap- 
proach of  buying  blue-chip  stocks  and 
holding  them  forever  wouldn't  work 
during  times  of  market  uncertainty 
and  high  inflation.  The  result  was  the 
new  policy. 

"The  major  complaint  about  Girard 


in  past  years  was  that  it  would  buy  th 
right  equity  securities  and  ride  thei 
up  in  the  market.  Then  they  wou 
watch  them  fall  down  again,"  says 
nonbank  money  manager.  "Now  the 
buy  an  equity  and  set  a  target  price  ft 
it  .  .  .  with  the  idea  that  when  th 
stock  has  made  its  run,  you've  got  a 
you're  going  to  get  out  of  it." 

Carver  says  that  Girard's  goal  wj 
to  be  in  the  top  quarter  of  the  nation 
money  managers,  a  goal  he  seems  I 
be  meeting.  Connecticut's  LNDATJ 
Services  ranks  Girard  in  the  top  25*^ 
and  Butcher  &  Singer  puts  Girard  ij 
the  top  30%. 

The  Girard  trading  strategy  ha| 
worked  fine  for  its  pension  fund  ai 
counts,  but  it's  not  really  suitable  fo 
most  individual  investors.  An  indiviij 
ual  pays  high  income  taxes  on  shor! 
term  gains,  and  can  be  eaten  alive  b( 
brokerage  fees  if  he  turns  his  accoui) 
over  too  much. 

Carver's  investors,  which  are  peij 
sion  funds,  pay  no  income  tax  an 
therefore  don't  have  to  worry  aboil 
the  difference  between  long-term  an 
short-term  capital  gains.  So  when 
comes  to  personal  trust  businessn 
where  the  60%  tax  exemption  o( 
long-term  gains  applies — Girard's  a{ 
proach  is  less  trading-oriented.  For  in 
stance,  Carver  says,  his  fund  trades  ij 
Hospital  Corp.  of  America  and  Digiti 
Equipment,  but  he  wouldn't  recon) 
mend  those  low-dividend  stocks 
individual  accounts. 

In  January  Carver  started  buyin 
General  Motors,  but  not  for  the  trad) 
tional  trust  department  reason:  divi 
dend  yield.  "We're  not  betting  on  tlj 
dividend's  being  increased  anytinj 
soon,"  he  says.  "Our  plot  is  when  Gfl 
gets  into  the  80s,  we'll  let  the  marke 
have  our  stock." 

For  Carver's  strategy  to  work,  n 
has  to  buy  into  industries  that  are  oil 
of  favor,  then  sell  when  other  institil 
tions  stampede  in.  "I  don't  considfi 
myself  an  original  thinker,"  he  say! 
"It's  more  like  being  a  snoop,  tryiri 
to  ferret  out  the  trends  before  ever} 
one  else  gets  there."  Lately,  Carve 
has  been  rotating  into  consume 
goods  companies  and  interest-sens 
tive  stocks.  Late  last  year  he  starts 
rotating  out  of  technology  and  ele 
tronics  issues. 

In  December  Carver  began  dum| 
ing  energy  stocks,  and  he  now  regrel 
not  having  sold  them  all.  He  wa 
burned  on  Archer-Daniels-Midlanc 
too,  but  he  has  done  rather  well  o 
Union  Carbide.  He  started  buying  i 
45  in  November.  At  the  time,  he  r( 
calls,  "Everyone  said,  'Union  Ca; 
bide — yuk.'  "  But  recently  it  wa 
holding  at  around  57.  His  big  winne 
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is  been  R.H.  Macy  &  Co.,  though  he 
cently  sold  5,000  shares  at  55  and  is 
ill  sitting  on  15,000  that  he  bought 
an  average  cost  of  27. 
Carver  contends  that  his  approach 
more  defensive  than  offensive.  Do- 
g  things  his  way — selling  20%  of  a 
>sition  when  it  hits  a  new  high, 


buying  and  selling  to  take  a  profit  of 
15%  or  20% — makes  it  hard  to  rack 
up  spectacular  gains,  but  it  also  makes 
it  hard  to  have  spectacular  losses. 
"Our  primary  goal  is  the  preservation 
of  capital,"  he  says. 

The  Carver  strategy,  of  course, 
wouldn't  work  this  well  if  the  mar- 


kets weren't  quite  so  jumpy  and 
crazy,  but  for  now  we  can  watch 
Carver,  the  prudent  man  of  the  Eight- 
ies, as  he  turns  his  portfolio  over  at 
100%  a  year.  The  fact  that  he  feels  he 
must  do  that  to  be  prudent  tells  us  a 
lot,  none  of  it  good,  about  what  the 
market  has  come  to.  ■ 


uying  stocks  on  the  initial  public  offering  mayveryweU 
Kciting  game,  but  it  is  probably  also  a  losing  game. 


ie  an 


A  cautionary  tale 


Statistical  Spotlight 


By  Richard  Phalon 


W|  EAST  YOUR  EYES  ON  THIS  list  of 

M  beauties,  which  Forbes  pub- 
■  lished  12  years  ago  at  the  peak  of 
tiot-issue  craze  not  unlike  the  one 
at  has  been  racing  through  the  mar- 
t  for  the  last  nine  months  or  so. 
hat's  your  pleasure?  Something  real- 
sexy,  like  Four  Seasons  Nursing 
inters  of  America — a  steal  with  an 
iginal  offering  price  of  $11  a  share? 
mething  macho,  like  Broadway 
:'s  at  $10  a  share?  Something  in  a 
:ll-shaped  media  concept,  perhaps? 
hat  about  Downe  Communications 
$3.33  a  share? 

It  was  all  late  1960s  chic,  of  course, 
d  long  on  promise.  Four  Seasons 
is  a  cinch  to  cash  in  on  the  Medi- 
re  boom.  Broadway  Joe's  was  going 

be  the  toast  of,  well,  Broadway, 
inks  to  its  promotional  tie  to  New 
rk  Jets  quarterback  Joe  Namath.  As 

Downe  Communications,  its  in- 
me  statement  and  balance  sheet 
:re  among  the  best  dressed  in  town, 
isn't  that  enough? 
Emphatically  not.  As  Forbes  noted 
the  time,  investing  in  stock  offer- 
is  for  new  businesses  is  under  the 
>t  of  circumstances  a  vital  but  high- 
k  game — a  game  that  tends  to  be- 
ne speculative  to  the  third  power 
ten  the  moon  is  full  and  manic  in- 


vestors begin  baying. 

There  were  46  names  on  that  12- 
year-old  Forbes  list,  all  hot  stocks  of 
the  day.  Reality  has  dealt  harshly  with 
their  romantic  promises;  fulfillment 
did  not  follow  from  fantasy.  A  half 


dozen  of  them  filed  for  bankruptcy, 
while  five  others  seem  to  be  worth 
nothing.  Another  22  bombed.  A  total 
of  33,  or  72%,  of  the  group  are  worth 
less  now,  a  dozen  years  later,  than 
they  were  in  1969.  There  were  only 


Whatever  happened  to  Broadway  Joe's? 


Like  5  of  the  46  new  stock  offerings  from  1968-69  listed  below, 
Broadway  Joe's  was  seldom  heard  from  again — except  in  the  bankrupt- 
cy courts.  When  Forbes  first  ran  this  list  July  15,  1969,  we  titled  it 
"The  Short  End  of  the  Deal."  That  turned  out  to  be  most  appropriate. 
If  you  had  invested  $1,000  in  each  of  the  companies  on  the  list,  your 
$46,000  today  would  be  worth  only  $45,000 — a  good  number  to 
remember  now  that  the  new-issue  market  is  booming  again. 


Company 

principal  business 


recent1 


-Price- 


July 

19692 


% 
change 
in  price 


Current 
value  of 
$1,000 
invest- 
ment 


AIC  Photo  $  7.38        $  11.64            -37%         $  634 

import  &.  distrib  photo  equip 

American  Medicorp3  24.13           31.00            -19  809 

hospital  managment 

Applied  Logic4  0.00          115.00           -100  0 

computer  services 

ET  Barwick  Industries  0.13            14.50            -99  9 

carpet  manufacturer 

Broadway  Joe's4  0.00           10.00          -100  0 

restaurants 


■Recent  stock  price  or  recent  value  of  initial  investment.    2Adjusted  for  subsequent  stock  splits  and 
stock  dividends.    3Acquired.    4Bankrupt.    'Reorganized  following  bankruptcy    6Name  changed. 
Liquidated  part  of  company;  new  company  formed.    8Sold  business  and  assets;  new  company 
h  >rmo  I 
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four  real  winners,  which  managed  to 
substantially  outpace  inflation — 1  in 
every  12. 

Suppose  you  had  tried  to  play  the 
game  prudently  and  bought  the  whole 
list,  putting  $1,000  in  each  issue.  How 
would  you  have  fared?  Badly.  Your  sur- 
viving^ company  stocks  would  have  a 
combined  value  of  $45,000.  Adjusted 
for  inflation,  your  $45,000  would  have 
shrunk  to  $18,500.  You  would  have 
been  better  off  investing  in  medium- 
term  U.S.  Treasury  bonds;  at  least  the 
interest  would  have  kept  you  in  walk- 
ing-around  money. 

An  investment  of  $1,000  in  Gam- 
ma Process,  Nisarc  Computers,  Four 
Seasons,  Broadway  Joe's  or  any  of  sev- 
en other  debutantes  on  the  list  is  now 
worth  exactly  zero,  a  total  wipeout. 
Four  Seasons  and  Broadway  Joe's  are 
among  six  of  the  beauties  that  have 
been  forced  by  fell  circumstance  and 
their  own  shortcomings  to  scurry  to 
the  bankruptcy  courts  for  protection 
from  a  cold,  cold  world. 

A  number  of  other  debs — Downe 
Communications,  for  one — found  sol- 
ace in  mergers  of  convenience  that 
kept  investors  just  this  side  of  total 
loss.  Brilliant  marriages  helped  two 
others  (Lockwood  and  Daniel  Con- 
struction) produce  brilliant  invest- 
ment results,  but  their  centrifugal 
pull — and  that  of  the  only  other  two 
real  winners  on  the  list — just  wasn't 
enough  to  bring  up  the  averages. 

Has  everybody  lost  money  in  the 
debs?  Not  on  your  tintype.  New-issue 
booms  are  good  to  almost  everyone  on 
Wall  Street:  the  underwriters  that  spe- 
cialize in  the  stocks,  the  generally 
larger  retail  houses  that  share  in  the 
distribution;  the  promoters,  of  course; 
and  those  investors  lucky  enough  to 
get  in — and  out — at  the  right  time. 
Commissions  on  even  reasonably  sol- 
id companies  with  demonstrable 
track  records  these  days  run  to  about 
7%  of  the  offering  price,  and  under- 
writers generally  also  benefit  by 
buying  inside  stock  at  well  below 
the  offer. 

Those  wonderful  folks  at  the  now 
defunct  Walston  &  Co.  who  gave  us 
Four  Seasons  Nursing,  for  example, 
helped  nurse  the  company  along  be- 
fore it  went  public — a  not  unusual  risk 
in  the  underwriting  game  and  a  tradi- 
tional way  of  developing  merchandise 
to  take  public.  In  exchange  for  the  up- 
front financing,  the  firm  got  a  lot  of  $3 
stock  it  sold  at  $58  a  share — not  a  bad 
reward,  and  a  considerably  more  tan- 
gible one  than  any  of  the  clients  who 
might  have  thought  Four  Seasons  was 


Investing  in  new  businesses 
is,  under  the  best  of  circum- 
stances, a  vital  but  high- 
risk  game.  .  .  .  There  were 
46  names  on  that  12-year- 
old  Forbes  list,  all  hot 
stocks  of  the  day.  Reality 
has  dealt  harshly  with  their 
romantic  promises;  fulfill- 
ment did  not  follow  from, 
fantasy. 


a  great  hold  at  its  boom  price  of  150 
times  earnings. 

Ancient  history?  Maybe,  but  the 
parallels  are  uncanny  if  you've  been 
looking  at  what's  been  happening  to 
the  1980-81  crop  of  debutantes.  Little 
numbers  like  Genentech,  long  on 
promise  and  short  on  earning  power, 
have  been  knocking  them  dead 
(Forbes,  Nov.  10,  1980).  The  specula- 
tive moon  is  full  and  underwriters  are 
once  again  pitching  new  issues  out 
the  door.  Through  the  first  five 
months  of  this  year,  according  to  Joel 
S.  Lawson  HI,  managing  partner  of 
Howard  &  Company,  a  Philadelphia- 
based  consulting  firm,  the  Street 
moved  about  $1.5  billion  in  initial  of- 
ferings through  the  hopper — slightly 


more  than  was  logged  in  all  of  191 
At  the  current  rate,  says  Lawsti 
whose  firm  keeps  tabs  on  the  mart 
through  its  weekly,  Going  Public,  t 
subscription  books  for  1981  will  clc 
on  more  than  $3  billion  worth  of  m 
offerings — the  biggest  figure  ever,  a) 
some  10%  more  than  the  previa 
record  of  $2.7  billion  set  in  1972. 

What's  sparking  the  boom?  Mc 
ominous  parallels  with  the  great  bi 
ble  of  1969.  Interest  rates  are  so  hi 
that  equity  looks  cheap  to  entrepi 
neurs  in  search  of  capital.  The  psyci 
logical  atmosphere,  too,  seems  ji 
right.  There's  been  no  crash  in  t 
market  to  frighten  investors  out 
their  wits  but  not  much  action  in  1 
stocks  to  lure  them  in,  either.  So,  th 
play  the  fringe:  hot  little  stocks  ai 
new  issues.  It  doesn't  take  big  capi 
to  move  these  and  the  game's  exciti 
while  it  lasts. 

In  a  game  like  this,  though,  you 
got  to  keep  bringing  fresh  exciteme 
to  market.  Since  there  are  relativt 
few  players,  you've  got  to  keep  th 
interest  up. 

Energy-related  issues,  for  examp 
are  beginning  to  cool  off  after  a  lc 
run.  They've  become  harder  to  sq 
and  when  they  do  sell,  it  is  at  genen 
ly  softer  multiples  of  seven  or  eij) 
times  forward  earnings,  say,  than  t 


Whatever  happened  to  Broadway  Joe's? 


Current 
value  of 


-Price  

% 

$1,000 

Company 

recent1 

July 

change 

invest- 

principal business 

19692 

in  price 

ment 

California  Medical  Centers 

$  0.00 

$11.00 

-100% 

$  0 

nursing  homes 

Carrols  Development 

7.50 

17.62 

-57 

426 

restaurant  franchises 

Chicken  Unlimited5'6 

0.38 

15.40 

-98 

25 

fast  food 

Commonwealth  Industries6 

18.00 

1.73 

940 

10,405 

insurance  holding  co 

Daniel  Construction3'6 

31.20 

5.05 

518 

6,178 

construction 

Data  Products6 

31.25 

12.75 

145 

2,451 

computer  equipment 

Downe  Communications3 

4.50 

23.00 

-80 

196 

publishing 

Four  Seasons  Nurs  Ctrs5'6 

0.00 

65.75 

-100 

0 

health  care  services 

Gamma  Process 

0.00 

11.50 

-100 

0 

precision  instruments 

General  Educational  Services6 

16.75 

59.50 

-72 

282 

publishing 


•Recent  stock  price  or  recent  value  of  initial  investment, 
stock  dividends.    3Acquired.    ''Bankrupt.  Reorganized 
liquidated  part  of  company;  new  company  formed, 
formed 


2Adjusted  for  subsequent  stock  splits  and. 
following  bankruptcy.    6Name  changed. 
sSold  business  and  assets;  new  company 
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en  times  earnings  that  was  not  un- 
ommon  as  recently  as  several 
lonths  ago. 

One  major  underwriter,  for  exam- 
le,  thinks  consumer  issues  are  the 
ext  wave.  "Hambrecht  &  Quist  is 
ringing  out  a  company  called 
)reyers  Grand  Ice  Cream,"  he  says, 
and  I've  seen  an  awful  lot  of  interest 
i  Liz  Claiborne,  Inc.,  a  high-fashion 
^omen's  clothing  manufacturer  Mer- 
.11  Lynch  is  bringing  out  this  fall." 

The  analogies  with  the  1969  and 
972  new-issue  booms — both  of 
rhich  ended  in  collapse — can  be 
ushed  too  far.  At  this  stage  of  the 
ycle,  quality  still  seems  to  be  com- 
aratively  high.  The  players,  says  Phil 
antamaria,  head  of  syndication  for 
[oustcn's  Rotan  Mosle  Inc.,  "are  defi- 
itely  looking  at  the  character  of  the 
irnings.  They're  most  interested  in 
le  better-capitalized  firms  with 
ack  records. 

"Of  course,"  he  continues,  "with 
le  good  underwriting  calendar  now, 
lot  of  substandard  deals  are  being 
Hie."  John  Muir  &  Co.,  for  example, 
nds  to  concentrate  on  the  low-price, 
>eculative  end  of  the  new-issue  spec- 
um  and  has  even  floated  an  offering 
l  a  Broadway  show.  Most  of  the 
rm's  issues,  though,  demonstrate  at 
ast  some  kind  of  earning  power, 
nly  about  20%  of  the  19  stocks  Muir 
Co.  has  brought  out  so  far  this  year 
:  underwrote  a  total  of  only  three 
>mpanies  in  the  same  period  last 
•ax)  have  been  outright  startups  with 
)  track  record  at  all.  As  the  cycle 
ears  on,  though,  the  quality  of  the 
erchandise  will  begin  to  decline  and 
e  number  of  secondary  issues — in- 
iers  rushing  to  cash  in  on  the 
>om — will  rise. 

Among  the  usual  clutch  of  high-tech 
mpanies  on  Going  Public's,  weekly 
t,  one  already  begins  to  see  an  infil- 
ition  of  hosiery  marketers,  restau- 
it  chains,  financial  consulting  firms, 
lancial  public  relations  firms  and 
jricators  of  swimming  pools.  Joel 
wson  takes  that  infiltration  "as 
th  good  and  a  sign  the  market  is 
oadening."  A  good  sign  for  whom? 
wson  concedes  that  as  "the  market 
oadens,  there's  much  more  room  for 
10  or  three  bad  deals  to  come 
[rough." 

-Play  the  game  if  you  will  but  re- 
:mber  the  score  from  last  time: 
fly  1  real  winner  in  every  12;  a  13% 
nkruptcy  rate;  and  an  overall  list 
it  made  plenty  of  money  for  the 
iiders  and  early  backers  but  nary  a 
thing  for  the  public  investor. 


Current 

value  of 

 Price  

/o 

$1,000 

Company 

recent1 

fury 

change 

invest- 

principal business 

19692 

in  price 

ment 

General  Health  Service*3 

$30.00 

$27.80 

OO/ 
07o 

$1,079 

Geri-Care  Nursing  Centers6 

2.75 

18.00 

-03 

153 

hp  a  \  t  h  r*  orp  cptijippc 

lit.  tii.  in  tdic  aci  vilcI) 

L.S.  Good  &  Co4 

0.00 

3.02 

i  nn 
—  1UU 

0 

retail 

Gorins6 

7.00 

11.50 

-39 

609 

retail 

Industrial  Air  Products3 

13.52 

13.75 

-2 

983 

industrial  gases 

Integrated  Resources 

m; 
l  /  .Zo 

1  A  CI 

24. D 1 

in 
-oil 

704 

financial  services 

Leisure  Group 

0.19 

28.50 

oo 
—yy 

7 

1 

recreational  equip 

Lockwood3 

26.00 

6.00 

111 

A  119 

rubber  products 

Herman  Marcus 

0.25 

8.75 

-97 

29 

apparel 

Medic-Home  Enterprises 

5.75 

20.84 

-72 

276 

health  care  services 

National  Rppf  Parltino3 

1  7  7Z. 

1  /  .  f  O 

1 1  en 

io.DU 

6L 

1  QIC 

meat  packing 

National  Silver  Industries 

6.00 

12.00 

— D\J 

housewares 

Nationwide  Industries3 

0.60 

9.00 

Ql 

67 

leasing 

Nisarc  Computers  Ltd 

0.00 

12.00 

-100 

.  o 

data  processing 

Oceans  General3 

16.13 

8.00 

102 

2,016 

real  estate 

Performance  Systems6 

coo 
3.O0 

OO.UU 

— yzi 

83 

microtTiirihics 

1  1  1  IV  1  >  .  LI  ilL.  LIVO 

Professional  Health  Sprvijvv 

0.00 

14.63 

i  nn 

—  1UU 

n 
u 

RH  Medical  Services7 

33.50 

8.14 

4  1 9 1 

health  care  services 

Robinson  Furniture6 

0.00 

11.50 

-100 

0 

retail  furniture  stores 

Saga  Administrative6 

18.50 

21.00 

-12 

881 

industrial  services 

F&M  Schaefer3 

7  /in 

4o.ZD 

-83 

171 

brewing 

Scientific  Components3 

0.30 

12.25 

-98 

25 

rommirpr  services 

Skyline  Oil3 

50.50 

20.30 

149 

2  487 

oil  &  gas 

Stage  Delicatessen6 

0.25 

102.50 

-100 

2 

restaurants 

STP3 

22.50 

27.00 

-17 

833 

oil  additives 

I  InihrayeS 

o.io 

\J.O\J 

25 

1.251 

hraTinp  and  wplrlinp  ^llnvs 

United  Convalescent  Hospitals3 

no 
zo.uu 

A  1  3C. 
41  .OO 

^0 

605 

health  care  services 

TJnivprsal  Airlinp*; 

V«*  111  V  vl  7Ul    1  \.  KM  till  V  i5 

0.00 

10.50 

-100 

o 

all  llilv. 

Viatron  Cnmniitpr  Svstpms1* 

V  ItHlUll    \>UlUUItlkl   J  r  jlvllla 

0.00 

Z4.3U 

-100 

o 

computer  equipment 

wiener  jhow 

5.38 

5.23 

o 

i  mo 

retail  shoe  stores 

Wigwan  Stores 

1.00 

11.00 

-91 

91 

retail 

'Recent  stock  price  or  recent  value  of  initial  investment. 

2Adjusted  for 

subsequent  stock  splits  and 

stock  dividends.    'Acquired.  4Bankrupt 

'Reorganized  following  bankruptcy.    6Name  changed. 

'Liquidated  pan  of  company;  new  company  formed. 

8Sold  business 

and  assets; 

new  company 

formed. 
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gaining  an  average  of  26%  since  tl 
beginning  of  the  year. 

There  are  some  big  winners — lil 
Honda  Motor,  up  85%,  which  repoi 
ed  record  earnings  of  $1.10  per  AD 
in  the  latest  quarter,  up  57%  from  lai 
year;  Matsushita  Electric,  up  almoi 
86%;  Hitachi,  78%;  and  Sony,  60%  J 
What's  the  outlook  from  here  oij 
"ADRs  will  never  again  be  offered  . 
bargain  basement  prices.  But  there 
no  reason  they  won't  make  grei 
gains  in  the  future,"  notes  Paul  Aro: 
executive  vice  president  of  Daiwa  Si 
curities  America.  Aron  is  especial, 
bullish  on  electronics,  particularly  : 
companies  like  Hitachi  and  Sony  : 
good  consumer  growth  markets  sue 
as  videocassette  recorders.  Nichol 
Reitenbach  of  N.  Reitenbach  &  Co. 
also  optimistic.  "Maybe  trade  restri 
tions  will  have  a  psychological  impa 
on  Japanese  auto  stocks,"  he  say 
"but  the  outlook  for  the  rest  of  tl| 
ADR  stocks  is  good — in  electronic 
brewing,  pharmaceuticals  and  tract 
manufacture." 

Through  ADRs,  U.S.  ownership 
Japanese  companies  is  steadily  ii 
creasing.    "In    just    the  past 
months,"  says  Robert  Renck,  vi« 
president  of  Oppenheimer  &  Cd 
"U.S.  ownership  in  some  Japane 
stocks,  such  as  Sony,  has  gone  froi 
7%  to  about  38%."  Honda  is  anoth 
well-known   Japanese  company 
which  as  much  as  a  third  of  the  ston 
is  now  owned  by  Americans. 

Made  in  Japan 


Americans  have  been  investing  in  major  Japanese  ed  below  have  appreciated  an  average  of  26%.  Honda 
companies  at  record  rates.  Since  December  1980  ADRs  and  Matsushita  have  almost  doubled.  Note  the  low 
(American  Depositary  Receipts)  of  the  companies  list-    yields:  The  emphasis  here  is  on  growth,  not  payouts. 


Revenues 

Price 

Latest 

Book 

latest 

Recent 

change 

12-month 

Price/ 

value 

Company/principal  business 

fiscal  yr* 

ADR 

since 

earnings 

earnings 

per 

(millions) 

price 

1/2/81 

per  ADR 

ratio 

Dividend 

Yield 

ADR* 

Canon/camera,  copiers 

$  2,047 

32l/4 

46.6% 

$2.05 

16 

$0.22 

0.7% 

$  10.62 

Daiei/retail 

5,594 

5Vi 

-  17.0 

0.38 

14 

0.04 

0.7 

3.89 

Fuji  Photo  Film/photo  products 

2,271 

76% 

73.7 

5.23 

15 

0.28 

0.4 

32.30 

Hitachi  Ltd/electrical  equip,  electronics 

13,388 

57% 

78.0 

4.24 

14 

0.55 

1.0 

29.73 

Honda  Motor/motorcycles,  autos 

7,980 

47 

85.2 

6.06 

8 

0.44 

0.9 

21.85 

Japan  Air  Lines/airline 

2,975 

103% 

-6.4 

NA 

NA 

1.50 

1.4 

NA 

Kirin  Brewery/brewery 

1,969 

19'/8 

-7.8 

1.44 

13 

0.28 

1.5 

11.20 

Kubota/agricultural  equip 

2,260 

33 

2.3 

1.29 

28 

0.60 

1.8 

14.19 

Kyoto  Ceramic/ceramic  products 

459 

42  Vi 

36.0 

2.12 

20 

0.26 

0.6 

9.10 

Matsushita  Elec  Ind/electronics 

13,690 

78  % 

85.8 

4.63 

17 

0.40 

0.5 

37.52 

Mitsui  &  Co/trading  company 

42,808 

27l/z 

-9.5 

2.84 

10 

0.56 

2.0 

18.00 

Nippon  Electric/electronics 

3,452 

87'/8 

28.1 

2.29 

38 

0.62 

0.7 

14.57 

Nissan  Motor/automotive 

13,230 

365/s 

5.4 

2.76 

13 

0.52 

1.4 

19.89  E 

Pioneer  Electronic/consumer  electronics 

1,366 

34% 

48.4 

1.96 

18 

0.30 

0.9 

12.93 

Sanyo  Electric/appliances 

4,368 

55 

40.1 

3.60 

15 

0.53 

1.0 

24.76 

Shiseido/cosmetics 

1,364 

37i/2 

-  11.2 

2.37 

16 

0.37 

1.0 

29.33 

Sony/consumer  electronics 

4,231 

24% 

59.7 

1.51 

16 

0.13 

0.5 

7.15 

TDK  Electronics/audio  tapes 

994 

47% 

52.2 

1.93 

25 

0.17 

0.4 

9.40 

Tokio  Marine  &  Fire/insurance 

1,897 

171 

7.7 

9.04 

19 

1.02 

0.6 

142.87 

Toyota  Motor/automotive 

15,184 

48 

31.5 

3.97 

12 

0.53 

1.1 

27.09 

•Conversion  rate  at  fiscal  year-end.    E:  Estimate.    NA:  Not  available.   Sources.  Nomura  Securities:  Standard  &  Poor's;  The  Value  Line  Investment  Survey;  FORBB 


Japanese  stocks  are  rallying  on  the  Tokyo 
exchange  and — through  ADRs — in  the  U.S. 


Catching 
a  ride 


By  Paul  Bornstein 


W HILE  THE  U.S.  STOCK  MARKET 
was  backing  and  filling,  the 
Tokyo  Stock  Market  has  been 
forging  ahead.  Since  the  beginning  of 
the  year  the  Nikkei  Dow  Jones  aver- 
age has  advanced  from  7063  to  7529 — 
a  6.5%  gain,  while  the  U.S.  Dow  Jones 
industrial  average  gained  only  3%  and 
the  S&P's  500  decreased  1%. 

Americans  can  catch  a  bit  of  a  ride 
on  the  Japanese  market  via  ADRs — 
American  Depositary  Receipts — the 


equivalent  of  one  or  more  shares  in  a 
foreign  company.  ADRs  are  traded 
just  like  regular  stock  certificates  and 
free  investors  from  dealing  with  for- 
eign custodians,  transfers  and  taxes. 
Some  of  the  largest  Japanese  compa- 
nies have  several  billion  yen-denomi- 
nated shares  outstanding.  Sony,  for 
example,  has  2.2  billion  Japanese 
shares.  Ten  Japanese  Sony  shares 
equal  one  Sony  ADR. 

The  better-known  issues  are  listed 
below.  This  small  group  has  per- 
formed better  than  the  Tokyo  market, 


164 


FORBES,  JUNE  22,  19 


brbes 


is  special  advertising 
tion  for  consumer 
iduct  advertisers 
1  appear  in  the 
vember  23, 1981  issue, 
isingdate:  July  30. 


beautifully- 
designed  shopping 
catalog  of 
attractive  personal 
and  business  gift- 
giving  ideas  for 
the  holidays. 


About  the  collection 

The  Executive  Holiday  Gift  Collection  in  Forbes  will  be  a 
multipape  advertising  section  preceded  by  a  colorful, 
specially-designed  introductory  page  with  a  holiday  motif. 
It  will  be  presented  in  elegant,  quality  gift  catalog  fashion 
featuring  four  different  consumer  products  advertised 
per  page.  Each  ad  will  appear  in  full  color  along  with  a 
headline  and  descriptive  copy  of  no  more  than  30  words. 
The  Executive  Holiday  Gift  Collection  is  the  ideal  show- 
case to  attract  attention  from  the  right  people  to  your 
quality  products. 

The  low  cost  and  ease  of  participation 

The  total  cost  per  advertiser  is  only  $7,000  (commission- 
able).  This  single  cost  covers  everything.  That's  all  you 
pay  because  Forbes  handles  all  production  charges,  in- 
cluding photography,  typesetting,  mechanicals  and  film 
separations.  Advertisers  simply  send  the  actual  product 
to  be  advertised  in  the  collection  (slides  or  transparencies 
may  be  acceptable)  along  with  copy. 


As  an  added  bonus  for 
advertisers  in  the  new 
Executive  Holiday  Gift 
Collection,  reprints 
of  the  section  will  be 
mailed  in  November 
to  12,000  of  Forbes' 
highest-income  x 
earners. 


Forbes  Magazine 

60  Fifth  Avenue  /  New  York,  NY  10011 
Attention:  Mr.  George  Clissold 

I  am  interested  in  learning  more  about  advertising  partici- 
pation in  the  1981  Executive  Holiday  Gift  Collection. 


Name. 


Company. 


Address . 


City  

State  

Telephone. 


Cost-efficient  coverage  of  a  prime  market 

This  is  a  special  opportunity  to  expose  your  quality  con- 
sumer product  to  the  most  affluent  major  magazine  mar- 
ket in  America.  At  a  cost  per  thousand  of  just  $10.14, 
advertisers  in  the  Executive  Holiday  Gift  Collection  will 
reach  690,000  Forbes  subscribers  who  have  an  average 
household  income  of  $93,100,  an  average  net  worth  of 
over  $700,000.  And,  one  out  of  every  seven  is  a  million- 
aire. Forbes'  subscribers  are  an  upscale  market  of  excep- 
tional affluence.  They  represent  a  prime  target  of  poten- 
tial buyers  of  quality  consumer  products  for  both  personal 
and  business  gift  giving. 

Act  now.  Participation  will  be  limited 

In  the  interest  of  generating  the  greatest  potential  excite- 
ment and  response  to  the  section,  the  catalog  wiil  present 
a  variety  of  holiday  gift  suggestions.  Advertisers  will  be 
accepted  on  a  first-come,  first-served  basis  to  insure  the 
broadest  possible  array  of  gift  ideas.  Don't  miss  out  on 
this  special  new  advertising  opportunity  of  putting  your 

product  message  into 
the  hands  of  Forbes' 
well-heeled  market  of 
holiday  gift  givers.  For 
further  information  use 
the  coupon  below  or 
call  George  Clissold 
(212)  620-2231. 

Forbes: 
CapitalistTooP 


-Zip. 


.  Title. 


Forbes /Index 


index  of  companies  covered  in  new*  stories  an 

Aetna  Life  &  Casualty   141 

Albertson's  36 

American  Airlines   118 

American  Communications  Inds   76 

American  Express  136 

American  Lawyer   118 

American  Satellite   141 

American  Welding  &  Mfg  108 

Armour   36 

Aitoc  Bank  &  Trust   70 

Artoc  S.A.K.  (Kuwait)  70 

james  Austin  122 

Avon  Prods   104 

Banco  Nacional  de  Mexico   93 

Bank  of  America   54 

Beneficial  Management   IS 

Bethlehem  Steel  78 

Blue  Bell   102 

Boeing   82 

Braruff  Airways   120 

Canon  (Japan)  137 

CargiU   37 

Cities  Service  31 

Liz  Claiborne   1 63 

Coca-Cola   8,  10 

Combustion  Engineering  82 

Comsat   141 

Conoco  136 

Continental  Telephone   141 

Control  Data  10 

Crown  Zellerbach   78 

Dart-Kraft   104 

Dome  Petroleum   136 

Doyle  Lumber  122 

Dreyers  Grand  Ice  Cream   163 

Dubuque  Packing   36 

Du  Pont  20 

Eastern  Air  Lines   76 

Equitable  Life  Assurance  Society   16 

Ethan  Allen   88 

Ex-CeU-O   110 

Exxon   92,  137 

Fairchild  Inds   108,  141 


I  by  the  eoluauiists  in  this  issue. 

Financial  Strategies   120 

F&W  Publishing   120 

Garrett   ,  108 

Genentech   162 

GE   82,  108 

General  Host  36 

Girard  Bank   160 

Gordon  Jewelry  87 

Grand  Union  36 

Halliburton   64 

Hartford  Insurance  Group   1 18 

Healthtex   102 

Howard  &  Co   162 

Howard  Machinery  (U.K.|   73 

Howmet   1 10 

Hudson's  Bay  Oil  &.  Gas  (Canada|  136 

E.F.  Hutton   120 

IBM   16,  21,  137,  141 

Iowa  Beef  Processors   6,  33 

Izod   102 

Kay   87 

Keyser  Ullmann  (U.K.)   76 

Kodak   137 

Kroger   36 

LTV   36 

Land  O'  Lakes   36 

Levi  Strauss   102 

Lenox   90 

Lockheed   82 

MBPXL   36 

MCI   141 

McDonnell  Douglas   82 

Macrodyne   108 

Manufacturers  Hanover  Trust   147 

Mary  Kay  Cosmetics  104 

Merrill  Lynch  White  Weld   147 

Mesa  Petroleum   31 

Mexico  Fund   94,  98 

Miles  Kimball   102 

Minolta   137 

Montfort  of  Colorado   36 

Morgan  Grenfell  Holdings  |U.K.|   137 

Morgan  Guaranty   137 


John  Morrell  &  Co   

Mortoren-und-Turbtnen-Uruon  |W  Germanyl 

John  Muir  &  Co  

New  York  Air   

Nippon  Kokan  Steel  (Japan)   

Northeast  Bancorp  

Nu-West  Group  Ltd  (Canada)   

Occidental  Petroleum  

Oneida  Ltd   

Oshkosh  B'  Gosh   

Oxford  First   

Pan  American  World  Airways   

Pitney  Bowes   

Pratt  &  Whitney   

Renault  USA   

Ricoh  (lapan)   

Ryder  System  

Safeway  Stores  

Satellite  Business  Systems   

Savin   

A  R.  Schmeidler  

Shearson  Loeb  Rhoades   

Sonoco  Prods   

Stop  &  Shop   

Sumitomo  Metal  Mining  ()apan)   

Swift  &  Co  

Swift  Independent   

TRW  


Tandem  Computers   

Texas  Air   

Tosco   

Trans  World   67 

UAL   

U.S.  Home   

Vaultlock  Security  Systems  

Visa   


Walbar  

Western  Electnc   

Westinghouse  Electric   71 

Weyerhaeuser   

Woodward  &  Lothrop   

Xerox  

Zale   


: 


Do  you  know  anybody 
who  is  somebody  in  busine 
who  does  not  read 
Forbes  Magazine? 

Forbes: 

CapitalistTbol 
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Flashbacks 


Edited  ByDero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

We  are  all  agreed  that  business  needs 
/ery  legitimate  encouragement, 
fe're  all  agreed  that  if  the  4,000,000 
-my  of  unemployed  increases  much 
tore,  untoward  developments  must 
;  expected,  since  strong-armed, 
)und-limbed  workmen  will  not  qui- 
:ly  submit  to  slow  starvation  for 
lemselves  and  their  wives  and  chil- 
ren.  Even  the  most  correct  theory 
imetimes  has  to  be  modified  to  meet 
ctraordinary  conditions.  Conditions 
iday  are  extraordinary  and,  unless 
gressive  remedial  measures  are  tak- 
1,  they  will  become  more  extraordi- 
iry  still." 


"Not  often  does  National  Air  Transport  assemble  its  fleet  of  Ford  tri-motored,  all- 
metal  planes,  because,  like  a  railroad,  the  'rolling  stock'  must  keep  moving.  Every 
hour  day  and  night  an  NAT.  plane  is  humming  through  the  skies  on  its  scheduled 
way,  earning  cargo  of  passengers,  mail  or  express.  The  fleet  of  fourteen-passenger 
transports  pictured  here  is  about  to  take  its  place  with  the  famous  fliers  of  United  Air 
Lines,  of  which  National  Air  Transport  is  one  of  the  most  active  divisions 


Vlthough  you  have  seen  little  about 
in  the  newspapers,  Germany  is 
nding  an  increasing  volume  of 
>ods  to  this  country  for  sale  at  prices 
dically  below  those  demanded  for 
)mestic  products.  The  newspapers 
ive  featured  a  few  spectacular  in- 
ances  of  under-bidding  of  American, 
itish  and  other  competitors  for 
rge  foreign  contracts;  but  this  under- 
dding  is  of  much  less  moment  than 
Le  under-selling  which  is  developing 
side  our  own  borders.  The  truth  is 
iat  Germany  can  today  produce 
actically  all  of  her  export  lines  of 
erchandise  at  very  much  lower  cost 
an  is  possible  here.  Why?  Because  of 
e  drop  in  the  value  of  the  mark  to 
&  cents  as  contrasted  with  a  prewar 
ilue  of  almost  24  cents;  and  the  in- 
lstriousness  of  her  workers." 


[fty  years  ago 

in  age-old  dream  of  the  engineer  is 

>w  on  the  way  to  complete  realiza- 
mi.  Already  we  have  tens  of  thou- 
nds  of  miles  of  pipelines  carrying 
1,  gasoline  and  natural  gas  over  long 
stances.  During  the  last  five  years, 
bile  production  of  crude  oil  in- 
eased  more  than  30%,  the  transpor- 
tion  of  it  by  railroads  decreased 
)%.  The  reduction  in  oil  tonnage 
rried  by  the  roads  has  amounted  to 
:arly  6,000,000  tons.  On  top  of  this 
'mes  the  development  of  a  huge 
:twork  of  pipelines  to  carry  natural 
s,  nature's  most  perfect  fuel,  from 
stant  wells  to  the  nation's  great 
dustrial  centers.  Pipe  is  being  used 
sizes  that  a  few  years  ago  were 
lpractical. 

"Last  year  more  than  15,000  miles 


of  gas  lines  were  added  at  a  cost  of 
approximately  $400,000,000.  This 
year  the  expenditures  for  new  lines 
may  run  close  to  $600,000,000.  ..." 

Through  the  long,  grim,  steadily 
worsening  nightmare  of  the  Great  De- 
pression, a  few  bright  spots  stood  out. 
One  was  aviation,  whose  expansion 
through  the  1930s  explains  the  trium- 
phant tone  of  the  accompanying  ad 
for  Ford's  trimotor  monoplane. 

Another  was  the  pipeline  industry 
in  general  and  natural  gas  pipelines  in 
particular.  Up  until  then,  the  natural 
gas  that  accompanies  in  at  least  some 
measure  virtually  every  oil  find  had 
been  regarded  as  more  nuisance  than 
resource:  It  was  generally  flared — 
burned  off — or  at  best  sold  for  a  few 
cents  per  thousand  cubic  feet  to  be 
burned  sootily  against  a  channel  of 
steel  in  making  the  type  of  carbon 
black  known  as  channel  black.  Much 
of  the  first  natural  gas  to  be  sold  came 
from  older  fields  like  those  of  West 
Virginia.  It  was  generally  shipped  un- 
der comparatively  low  pressures 
through  12-inch  to  18-inch  pipelines. 
Today's  gas,  largely  from  the  great 
fields  of  Louisiana,  Oklahoma  and 
Texas,  moves  at  high  pressures 
through  36-inch  and  larger  lines  in 
volumes  vastly  greater  than  those  ear- 
lier small-bore  carriers  could  handle. 

"In  Europe  Professor  Piccard  and  an- 
other Swiss  scientist  ascended  nearly 
10  miles  in  a  balloon  specially  built  for 
the  experiment  and  took  various  tests 
and  samples  in  the  stratosphere  at  the 
highest  altitude  man  has  ever 
reached.  Scientific  results  of  the  expe- 
dition have  not  yet  been  published, 
but  they  are  sure  to  be  interesting  if 


not  extremely  valuable.  The  unofficial 
altitude  attained  is  placed  at  around 
52,000  feet,  or  nearly  10  miles." 


TWenty  five  years  ago 

"Once  spurned  as  'too  cyclical'  for  the 

ordinary  investor,  the  great  steel  in- 
dustry in  recent  years  has  found  in- 
creasing favor  even  with  many  rela- 
tively conservative  money  managers. 
But  has  the  historically  unstable  in- 
dustry really  changed  its  spots?  Last 
month  Calvin  Bullock,  Ltd.,  one  of 
Wall  Street's  leading  mutual  fund 
management  groups,  had  some  very 
interesting  things  to  say  on  this  sub- 
ject. Bullock's  advice  to  investors: 
The  position  of  the  steel  stocks  may 
not  be  quite  so  rosy  as  it  appears  on 
the  surface.  'The  steel  industry,'  says 
Bullock's  monthly  publication  Per- 
spective, 'is  not  a  vigorous  growth 
industry  in  which  it  is  worthwhile  for 
the  investor  ...  to  pay  a  high  price 
for  current  earnings  in  hopes  of  future 
rewards.' .  .  . 

"What  the  Bullock  report  is  saying 
is  that  investors  should  not  be  blinded 
by  the  current  prosperity  of  the  steel 
industry  to  the  point  where  they  for- 
get some  very  serious  long-range  prob- 
lems that  face  the  makers  of  this  most 
essential  of  all  metals.  What  are  these 
problems?  One  of  the  worst,  they  feel, 
is  the  danger  of  price-cutting  later  on 
in  the  decade.  .  .  .  Then  there  is  the 
matter  of  dividends.  The  Bullock  re- 
port, in  line  with  much  current  Wall 
Street  thinking,  feels  that  steel  divi- 
dend payouts  will  be  strictly  limited 
in  years  ahead  by  the  tremendous 
need  [for]  cash  to  pay  for  expansion." 
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Perhaps  host  and  guest  is 
really  the  happiest  relation 
for  father  and  son. 
Evelyn  Waugh 


Man  is  not  on  the  earth 
solely  for  his  own 
happiness.  He  is  there 
to  realize  great  things 
for  humanity. 
Vincent  Van  Gogh 


A  great  man  is  made  up 
of  qualities  that  meet  or 
make  great  occasions. 
James  Russell  Lowell 


If  there's  no  one  else 
better  than  yourself, 
you  haven't  looked  hard 
for  someone  else  .  .  .  and 
haven't  looked  hard 
at  yourself. 
Robert  Half 


I  have  never  met  a  man  so 
ignorant  that  I  couldn't 
learn  something  from  him. 
Galileo  Galilei 


Of  all  men's  miseries, 

the  bitterest  is  this, 

to  know  so  much  and  have 

control  over  nothing. 

Herodotus 


There  is  no  greater 
immorality  than  to  occupy 
a  place  you  can't  fill. 
Napoleon  Bonaparte 


The  growth  of  the  human  mind 
is  still  high  adventure,  in 
many  ways  the  highest 
adventure  on  earth. 
Norman  Cousins 


Immense  power  is  acquired 
by  assuring  yourself  in 
your  secret  reveries  that 
you  were  bora  to  control 
affairs. 

Andrew  Carnegie 


Thoughts 

on  the  Business  of  Life 


Don't  give  your  children 
fatherly  advice — let  them 
get  old  unassisted. 
William  Feather 


The  large-caliber  executive 
welcomes  suggestions,  the 
small-caliber  executive  resents 
them,  imagining  that  he  knows 
it  all  and  that  it  is  presumption 
for  anyone  to  offer  him  advice. 
To  win  promotion,  be  unselfish, 
receptive,  responsive,  always 
rating  first  the  well-being 
of  the  company.  To  become  big, 
play  the  game  in  a  big  way. 
B.C.  Forbes 


He  who  trusts  men  will 
make  fewer  mistakes. 
Camillo  di  Cavour 


The  No.  1  job  of  an  effective 
manager  is  to  lead,  to  develop 
and  build  his  people. 
Whitt  N.  Schultz 


The  greatest  of  all 
weaknesses  is  the 
excessive  dread  of 
appearing  weak. 
Jacques  Bossuet 


Dignity  does  not  consist 
in  possessing  honors,  but 
in  deserving  them. 
Aristotle 


The  best  reformers  the 
world  has  ever  seen  are 
those  who  commence 
on  themselves. 
George  Bernard  Shaw 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a 
574-page  book  at  $11.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  appropriate  sales 
tax  on  New  York  State  orders. 


Unselfishness  is  letting 
other  people's  lives  alone. 
Oscar  Wilde 


By  dint  of  railing  at  idiots, 
we  run  the  risk  of  becoming 
idiots  ourselves. 
Gustave  Flaubert 


It  is  well  to  open  one's  mind 
but  only  as  a  preliminary  to 
closing  it .  .  .  for  the  supreme 
act  of  judgment  and  selection. 
Irving  Babbitt 


Ambition  and  suspicion 
always  go  together. 
Georg  C.  Lichtenberg 


A  Text . . . 

Boast  not  against  the 
branches.  But  if  thou 
boast,  thou  bearest 
not  the  root,  but  the 
root  thee. 
Romans  11:18 


Sent  in  by  Joseph  W.  Tolhson,  Augusta, 
Ga.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Look  for  the  good  things, 
not  the  faults.  It  takes 
a  good  deal  bigger-sized 
brain  to  find  out  what 
is  not  wrong  with  people 
and  things,  than  to  find 
out  what  is  wrong. 
R.L.  Sharpe 


He  who  rules  must  humor 
fully  as  much  as  he  commands. 
George  Eliot 
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